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YOU  ASKED  US  TO  CHANGE  MORE  THAN 
JUST  THE  LOOKS  OF  OUR  CARS  AND  TRUCKS. 

AND  WE  HEARD  YOU. 

We've  introduced  77  new  models  since  1985,  dramatically  improving  almost  all  the  cars  and  half 
the  trucks  we  make.  The  l(K)ks  are  new,  of  course,  but  the  big  improvements  are  in  the  heart  of  our  cars 
and  trucks— in  the  engines,  transmissions,  and  electrical  systems. 

Quality  That  Lasts 

According  to  one  quality  survey  by  Harbour  &  Ass(x:iates,  GM  vehicles  are  better  built  than  the 
average  European  import,  and  the  difference  between  GM  and  the  average  Japanese  import  is  less  than 
one-half  of  one  discrepancy  per  car.  Other  studies  confirm  GM's  improvement. 


DISCREPANCIES  PER  100  CARS 
(Weighted  Averages) 


ORQ 


You  can  count  on  GM  cars  for  the  long  term.  When  J.D.  Power  studied  the  dependability  of  1985 
models,  GM  was  ranked  highest  in  vehicle  dependability  among  all  American  manufacturers."'  No  other 
U.S.  carmaker  has  done  the  job  better  in  the  last  five  years. 

What  does  this  kind  of  quality  mean  to  our  customers?  Just  ask.  After  six  months  of  ownership, 
at  least  95%  of  all  Chevrolet,  Pontiac,  Oldsmobile,  Buick,  Cadillac,  or  GMC  Truck  owners  would 
recommend  a  vehicle  from  that  division  to  a  friend. 

(*J.D.  Power  and  Ass(x:iates  Vehicle  Dependability  Index  Study."  In  a  ranking  of  the  three 
domestic  manufacturers,  based  on  things  gone  wrong  to  4 -to- 5 -year-old  1985  model  vehicles  in  the  past 
12  months.) 

Dependable  Engines 

GM's  engines  are  more  dependable  than  those  of  all  other  domestic  carmakers.  Our  3800  V-6  is 
at  the  top  in  engine  quality  among  engines  from  all  makers,  foreign  or  domestic,  according  to  the' most 
comprehensive  customer- based  survey  in  the  auto  industry. 

In  the  latest  evaluation  of  1989  engine  quality,  the  2.3-liter 
Quad  4  was  as  problem-free  as  2-liter  engines  from  Toyota  or  Honda 
after  3  months'  ownership.  In  the  latest  survey  of  a  full  year  of  owner- 
ship (for  1988  models),  Cadillac  owners  reported  fewer  engine 
problems  than  Toyota  or  Mercedes-Benz  owners,  a  tribute  to  the 
4.5-liter  V-8  engine.  In  1990,  we're  dedicated  to  delivering  the  quality 
you  demand. 

Problem-free  Transmissions 

Any  car  or  truck  is  only  as  reliable  as  its  transmission.  Our 
automatic  transmissions  are  more  problem -free  than  those  of  most 
imports,  and  /««i^  more  problem -free  than  any  domestic  competitor 


We  Care  About  You 

Today  there  is  a  new  pride  at  GM. 
A  new  commitment  to  quality  A  clear  focus 
on  our  customers  and  on  their  needs. 

People  throughout  General  Motors, 
the  GM  Quality  Network,  are  dedicated 
to  continually  improving  our  vehicles.  Year 
after  year.  Until  every  model  is  as  good  as 
the  best  in  the  world. 


PUTTING  QUALITY 
ON  THE  ROAD 


All  of  GM  going  all  out  for  you. 


MARK  Of  EXCELLENCE 


Chevrolet    Pontiac   Oldsmobile    Buick    Cadillac    GMC  Truck 


QUALITY  snins 

IMBI 1W  BUCK  STOPS 


Quality  doesn't  come  from 
some  department,  or  an  inspec- 
tor, or  a  memo  from  the  CEO. 

Or  from  an  ad,  for  that  matter. 

It  comes  from  20,000  people 
being  given  the  freedom  and  the 
responsibility  to  do  the  job  right. 

It's  happening  at  the  new 
Wang.  A  revolution  of  power  to 
the  people. 

Some  examples: 

Every  single  systems  order 
we  receive,  no  matter  how  big  or 
small,  is  assigned  to  a  group  of 
people  at  the  factory. 

They  "own"  that  order,  from 
beginning  to  end. 

They  guide  it  through  every 


step  of  the  order-build-ship-bill 
cycle.  They  personally  ensure 
that  a  quality  product  is  deliv- 
ered, complete  and  on-time.  First 
time,  every  time. 

On  a  larger  scale,  every 
new  product  we  develop  for  our 
customers  is  guided  by  a  single 
program  manager  leading  a  pro- 
gram team. 

Together,  they  "own"  that 
product. 

They  have  sole  responsibility 
to  determine  the  product  specs, 
project  costs  and  volume,  set 
product  introduction  dates, 
establish  training  and  customer 
service  strategies— and  most 


importantly,  only  that  team 
says  when  that  product  is  fully 
debugged  and  ready  to  roll  out 
the  door. 

And  that  team  never  turns 
its  back  on  that  product— or 
on  you.  Once  the  product  is  in 
your  office,  that  team  is  fully 
responsible  for  customer 
service  and  future  product 
enhancements  as  well. 

At  every  step,  the  cus- 
tomer knows  who  to  call  with 
questions  or  ideas. 

The  owner.  One  call,  one 
straight  answer. 

It's  where  the  buck  stops. 
And  the  quality  starts. 


LET'S  GETTO  WORK. 


WANG 


X 


HO^V  TO  CHOOBE 

A  Sr 


rity.  Sophistication.  Taste.  All 
characteristics  much  admired  in  fathers,  and 
coincidentally,  in  fine  Scotch.  Specifically,  in 
Ballantine's  Finest,  a  smooth,  mellow,  yet 
full-flavored  blend.  Matured  in  oak.  Blended 
with  sophistication.  True  Scotch  taste  present 
and  accounted  for  in  every  sip. 
Very  impressive. 


THE  TRUE  TASTE  OF  SCOTCH" 


Ballantine's  Blended  Scotch  Whisky  43%  Alc.A'ol.  (86  proof)©  1990  Maidstone  Wine  &  Spirits  Inc.,  Los  Angeles,  CA 


HO^^  TO  CHOOBE 


YOUM  Fathem-in-law, 


ou  actually  like  your  fatller-in-la^v. 
When  you  come  over,  he's  pleased  to  see 
you,  and  not  just  because  you've  brought  his 
daughter.  He's  interested  in  your  work,  your 
garden,  even  your  opinion.  He  shows  you  his 
latest  project  and  solicits  your  advice  (although 
he  ignores  it  later). 

And  he  pours  you  a  nice  glass  of  Scotch 
without  w^aiting  for  you  to  ask.  His  brand? 
Jallantine's  Finest.  A  sophisticated  blend  of 
\2  superb  single  malt  Scotch  whiskies  and 
he  most  popular  Scotch  in  Europe. 
A  real  gentleman,  your  father-in-law. 
So  the  next  time  you  visit,  make  the  right 
mpression  by  employing  the  Golden  Rule. 
\long  with  his  daughter,  bring  him  a  bottle 
jf  Ballantine's  Finest. 

When  you  touch  glasses,  murmuring  an 
ippreciative  toast,  savor  the  moment  contem- 
plating the  w^oman  whose  life  you  share.  Then 
ift  the  golden  spirit  and  drink  in  the  smooth, 
nellow  flavor  with  a  hint  of  peat  and  a  breath 
)f  smoke. 

You'll  both  be  glad  that  you  married  into 
he  clan. 


THE  TRUE  TASTE  OF  SCOTCH' 


YOITM  TABTE  BUD©, 


n  the  homes,  pubs  and  hotel  bars 
of  Scotland  there  is  a  time-honored 
al,  handed  down  from  father  to  son, 
for  the  enjoyment  of  Scotch  whisky.  It 
involves  clean  glasses, 
moderate  amounts  of  the 
amber  nectar;  and  a  pen- 
chant for  spirited  conver- 
sation. The  latter  being 
just  as  essential  as 
Btilltintine'i  either  of  the  formet 
Finest:  Good  Once  the  drinks  are 
taste  in-  poured  and 

stalled  and  pleas- 
maintained  antries 
exchanged,  the  typical 
debate  begins. 

One  rather  opmion- 
ated  participant  firmly 
maintains  that  the  best 
single   malt   Scotch 
whisky  comes  from  the 
Highlands.  Another 
is  adamant  in  support 
of  the  Orkney  Island 
whiskies  Irom  the  t 
north.  For  anoth 
nothing  but  a  .softer, 
sweeter  Lowland 
malt  will  do,  while 
a  staunch  advocate 
ot  the  bold,  peaty 

flavor  of  Islay  \n-  I'he  Rn\,il  Siolinh 
sists  on  being  heard.  Dehalin^  Soiiil). 
Being  Scots,  each  Learn  ftow 
remains  the  ex/terts. 
convinced  that  his  opin- 
i(m  is  correct,  in  perpetuity. 
Of  course,  when  all  is 
said  and  done,  many  prefer 
a  blended  Scotch  like 
Ballantine's  Finest. 
Because  Ballantine's 
blends  42  ol  the 
top  single  malts 
from  all  over 


IJ  )o/ti  Jator- 
ite  establish- 
ment doesn't 
yet  serve 
Ballantine's. 


drop  IIS  a  line.  Scotland,  the 
taste  of  the  Finest  tends  to 
resolve  disputes  in  a  most 
diplomatic  manner 

But  how  is  the  well-inten- 
tioned American,  who  is  not 
born  in  a  land  of  peat  and 
heather,  to  form  an  opinion 
about  Scotch?  A  good  place 
to  start  is  right  in  your  own 
home.  First,  free  yourself 


Can  yon  detect  the  subtle 
fragrance  of  heather? 
from  distractions.  Now  pour 
a  healthy  shot  of  Ballantine's 
and  let  your  senses  take  over. 

Swirl  it  around,  feeling  the  heft 
of  the  glass  as  the  golden  liquid  shifts 
from  side  to  side.  Notice  the  malty 
aroma,  and  a  fragrance  reminiscent  of 
vanilla.  It's  interesting  to  note  that 
90%  of  your  sense  of 
taste  is  centered  not  in 
the  tongue  or  mouth, 
but  in  the  nose.  In  fact, 
Ballantine's  blenders, 
the  legendary  men  who 
create  and  preserve 
the  Finest,  test  hun- 
dreds of  single  malts 
and  blends  on  a 
daily  basis.  And  they 
do  it  with  their  noses. 
Now  add  a  little 
water  and  hokf  it  up 
to  the  light,  It's 
a  beautiful  sight 
as  the  clear  water 
and  golden  Scotch 
mingle  together  in 
a  shimmering 
waltz  ot  higher 
chemistry. 
Your  antici- 
pation build.s. 
Lift  the  glas.s 
and  take  a  sip. 
The  first 
thingyou  may 
notice  IS  a  kioI,  slightly  sweet  taste. 
Let  the  smooth  liijuid  float  on  your 
tongue  for  a  moment  before  swallow- 
ing. Then  a  mellow  whift  ot  peat 
makes  its  presence  known,  and 
finally,  a  soft  brush  of  smoke  in 
the  tinish.  It's  as  if  all  the  virtues 
f  all  the  wonderful,  diverse, 
eccentric  Scotch  whiskies 

nded  in 
your  glass 
at  once. 

Even  ^frtfltf^^rrtt 
though  Please  write. 
your  nose  We  welcome  all 
might  be  corres/iondence. 
the  final  authority,  we'll 
understand  if  your  taste 
buds  are  also   impressed. 


THE  TRUE  TASTE  OF  SCOTCH' 


Write  to:  Ballantine's  P.O.  Box  8925  Universal  City,  CA  91608. 
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THE  MOST 
ATTRACTIVE 
PART  MIGHT 
JUST  BE  THE 

COMMUTE. 

We're  not  suggesting  that 
British  Airways'  CUib*  Class 
will  influence  your  career 
decisions.  Then  again,  we're 
not  saying  it  won't.  Clourrnct 
cuisine  served  on  Royal 
1  )oulton*  china,  vintage  wines, 
ergononiically  designed  scats 
and  the  most  attentive  service. 
When  you  add  up  all  the  bene- 
fits, it's  easy  to  see  why  the 
connnute  can  be  considered 
one  of  the  most  attractive  perks. 


CLUB 


British  AIRWAYS 

The  worlds  favourite  airline."  ^r 
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.\J' Wide  World 


Viinston  (ln<i\iiill 
Danger  in  weaicneas. 


"Fighting  for  peace" 

As  a  boy  in  California  in  the 
1930s  Caspar  Weinberger  deep- 
ly admired  Winston  Churchill. 
At  that  time  most  people  dis- 
missed the  man  with  the  cigar 
and  Edwardian  walking  stick  as 
an  anachronism  and  crackpot. 
Churchill  preached  that  weak- 
ness in  the  democracies  rather 
than  Germany's  strength  en- 
abled Hitler  to  jackboot  his  way 
across  Europe.  Churchill  was 
right.  A  few  French  divisions 
would  have  doomed  Hitler  in 
1936;  in  the  1940s  stopping  his 
reign  of  terror  cost  tens  of  mil- 
lions of  casualties. 

This  early  experience  in- 
formed much  of  Cap  Weinber- 
ger's thinking  in  his  long  political  career.  He  had  a  remarkable 
chance  to  act  upon  it  when  he  became  Secretary  of  Defense  in 
1981  and  played  a  leading  role  in  the  Reagan  Administration's 
defense  program.  History  will  surely  record  that  this  U.S.  arms 
buildup  helped  persuade  the  folks  in  the  Kremlin  they  could  no 
longer  compensate  for  economic  failures  by  adventures  abroad. 

Now  Publisher  of  Forbes,  Cap  Weinberger  tells  his  story  in 
Fighting  For  Peace  (Warner  Books,  $24.95).  (On  a  more  recent 
note,  his  inside  account  of  the  Irangate  episode  is  especially 
worth  reading.)  His  views  may  sound  old-fashioned — just  as 
Churchill's  did  50  years  ago— but  events  around  the  world 
confirm  the  view  that  strength,  not  weakness,  is  the  surest  path 
to  peace.  (For  more  on  this  theme,  see  "The  ultimate  weapon?" 
beginning  on  page  86.) 

The  rewards  of  waiting  for  fods  to  pass 

Professing  to  be  a  contrarian  investor  is  easier  than  being  one.  In 
this  issue.  Staff  Writer  Suzanne  Loeffelholz  profiles  the  genuine 
article:  Maxwell  Drever,  head  of  San  Francisco's  Drever  Part- 
ners. Like  a  migratory  scavenger.  Maxwell  moves  from  one 
depressed  real  estate  market  to  the  next,  buying  apartment 
buildings  at  fractions  of  their  original  cost,  sprucing  them  up, 
and  selling  them  off.  Maxwell's  current  focus  of  activity,  Hous- 
ton, won't  surprise  you,  but  how  he  times  his  moves  and  what 
he  does  to  his  properties  will.  "How  the  vultures  do  it"  starts  on 
page  42. 

In  a  story  with  a  similar  theme.  Senior  Editor  Howard  Rud- 
nitsky  takes  a  fresh  look  at  oil  and  gas  partnerships.  When  oil 
was  all  the  rage,  partnerships  sucked  in  millions  of  unwary 
investors.  But  Rudnitsky  finds  that  several  partnerships  have 
since  been  beaten  down  so  far  they're  selling  at  steep  discounts 
from  any  reasonable  valuation  of  their  reserves.  "Rummaging 
through  the  oil  patch"  starts  on  page  40. 
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Introducing 
the  Car-Less  Phone. 


Allow  us  a  moment  to  unveil 
I  portable  cellular  phone  by 
ich  others  will  be  judged.  The 
rtable  that  lets  you  talk  all  you 
nt,  when  you  want,  where  you 
nt.  The  portable  that  doesn't 
[uire  a  wheelbarrow  (or  a  car)  to 
try.  The  Cincinnati  Microwave 
table  Phone. 

At  first  glance,  you  might 
lifuse  our  portable  cellular  phone 
h  the  cordless  phone  in  your  den. 
islender  frame  and  19  oz.  weight  are 
i"  Itainly  comparable.  But  that's  where 
I  similarity  ends. 

Our  phone  operates  nationwide 
h  the  maximum  power  allowed  for 
and-held  portable,  and  gives  you 
hours  talk  time  or  30  hours  stand- 
Times  nearly  double  those  of  the 
rage  portable.* 

If  all  this  sounds  a  litde  too 
j'd  to  be  true,  consider  that  our 
Hate,  Cincinnati  Microwave,  Inc. 
"^Ikes  the  Escort'  and  Passport" 


4  on  three  top  portables.    fYou  pay  only  cellula  r 
(5  and  airtime  charges  during  your  30-day  free  trial. 


radar  detectors,  ranked  number  one  10 
years  straight  in  leading  car  magazines. 

We  at  Cincinnati  Microwave 
Communications,  Inc.  follow  their  lead 
with  a  zealous  dedication  toVustomer 
satisfaction  and  service.  Like  our  porta- 
ble phone's  30-day,  inonev-back  guar- 
antee! And  Federal  Express  delivery. 

\'()iril  discover  what's  perhaps 
the  best  e\aini)lc  of  oui  (ustonier 
service,  though,  when  von  call.  \'ou'll 
talk  to  a  cellular  expert  who'll  under- 
stand \()ur  situation,  answer  your 
(|uesti()ns,  and  solve  your  problems. 
They'll  even  take  your  order. 

The  Cincinnati  Microwave 
Portable  Phone.  It'll  take  you  places  a 
car  phone  can't. 


CIIMCIMIMATI 
MICRO\A/AVE 

COMMUNICATIONS 


One  Microwave  Plaza,  Cincinnati,  Ohio  45249 


Only  $1,195.  Call  1-800-247-4300. 

8  a.m. -6  p.m.  (M-F)  Eastern  Standard  Time. 
All  major  credit  cards  accepted. 
Available  only  by  phone. 
DEPT.  103170 


Phone  shown  actual'size. 


Follow-Through 


Edited  by  Edward  Giltenan 


Postnuptial  agreement 


Lt>iTAine  Kt)rkf 


In  the  end,  Doug  gave  in  to  Susie 


Doug  Tompkins  is  full  of  surprises. 
First  he  waged  a  two-year  battle 
against  his  estranged  wife,  Susie,  for 
control  of  Esprit  de  Corp.,  the  apparel 
maker  she  founded  in  1968.  Then, 
early  last  month,  Doug,  47,  unexpect- 
edly sold  his  half  of  the  company  to 
Susie,  also  47,  and  three  partners.  The 
real  shocker:  He  let  his  stake  go  for 
about  $125  million,  less  than  it  was 
expected  to  fetch  at  an  auction  that 
was  set  to  take  place  in  just  a  few 
days'  time.  "He  was  willing  to  sell  at  a 
lower  price  because  he  wanted  to  keep 
Esprit  in  the  family,"  says  one  person 
close  to  the  deal. 

In  1988,  the  last  time  Forbes  wrote 
about  the  Tompkinses,  their  marriage 
and  their  San  Francisco-based  compa- 
ny were  on  the  rocks.  Department 
stores  complained  that  the  Tomp- 
kinses were  arrogant  and  had  lost 
touch  with  Esprit 's  young,  mostly  fe- 
male customers.  Earnings  dropped  to 
an  estimated  $10  million  in  1987. 
Sales  flattened  out  at  about  $400  mil- 
lion. Now  that  control  has  been  re- 
consolidated  in  Susie  Tompkins' 
hands,  Doug,  an  avid  outdoorsman, 
says  he  will  pursue  "social,  political 
and  environmental  issues."  But  he  is 
not  completely  out  of  the  picture  at 
Esprit.  He  still  controls  a  small  Esprit 
design  and  retail  affiliate  in  Milan. 
There  are  also  ramors  that  Esprit's  Far 
East  affiliate,  of  which  Doug  owns 
25%,  will  be  merged  mto  the  U.S. 
company.  If  so,  Doug  will  again  find 
himself  holding  stock  in  Esprit's  U.S. 
arm. — Ralph  King  Jr. 


10 


Partner 
problems 

Stephen  C  Cook 


W'  hen  Forbes  profiled  Houston's 
Duncan,  Cook  &.  Co.  in  late  1988, 
the  firm  was  doing  leveraged  buyouts 
of  obscure  companies,  including  a 
grocery  chain  and  a  purveyor  of  high- 
quality  specialty  tools  and  gadgets. 
The  firm's  investments  have  fared 
well,  but  it  now  appears  that  Duncan, 
Cook's  internal  controls  left  much  to 
be  desired. 

In  April  the  company  sued  one  of 
the  founding  partners,  Stephen  C. 
Cook,  charging  him  with  diverting  at 
least  $2.7  million  of  the  firm's  money 
to  his  personal  checking  accounts  to 
support  his  lavish  lifestyle.  Cook  al- 
legedly covered  his  tracks  by  provid- 
ing the  company's  board  of  directors 
with  falsified  financial  information. 
The  firm's  suit  against  Cook,  filed  in 
Texas  state  court,  seeks  at  least  $5 
million  and  asks  that  Cook  be  forced 
to  hand  over  his  well-appointed  Hous- 
ton estate  as  well  as  his  2,800-acre 
spread  in  New  York's  Adirondack 
Mountains. 

Cook,  who  is  now  running  his  own 
Houston-based  investment  company, 
Fieldstone  Partners,  denies  any 
wrongdoing.  He  says  he  and  his  for- 


mer partners,  including  ex-U.S.  Secre- 
tary of  Energy  Charles  W.  Duncan,  are 
discussing  a  settlement.  Duncan, 
Cook  currently  is  operating  as  Gulf 
Partners. — John  H.  Taylor 

Freddy  Kreu^,  R.I.P. 

Not  long  ago,  it  looked  like  Freddy 
Kreuger's  last  victim  might  be 
New  Line  Cinema,  the  company  that 
brought  the  razor-nailed  psychopath 
to  the  horror  screen  six  years  ago  in 
Nighttyiare  on  F.lm  Street.  Last  year 
Forbes  worried  that  as  Freddy's  popu- 
larity faded.  New  Line  would  need 
another  moneymaker — and  soon. 

But  within  months  New  Line 
founder  and  chief  executive  Robert 
Shaye  pulled  a  turtle  out  of  his  hat.  He 
picked  up  U.S.  marketing  and  distri- 
bution rights  to  a  film  that  every  ma- 
jor studio  had  passed  on:  Teen-Age  Mu- 
tant Ninja  Turtles.  The  film,  released  in 
March,  has  grossed  $125  million  so 
far,  and  New  Line  is  expected  to  take 
home  at  least  15%  of  the  pot.  Shaye 
hopes  to  be  able  to  distribute  a  Turtles 
sequel  in  1991. 

New  Line's  shares  have  moved  to 
an  alltime  high  of  15 'A,  compared 
with  a  low  of  SVi  at  the  end  of  1989. 
The  company  earned  $740,000,  or  1 1 
cents  a  share,  in  this  year's  first  quar 
ter,  on  revenues  of  $29  million. 

Another  Shaye  success  came  in 
March  with  his  release  of  House  Party, 
a  $2.5  million  knockoff  of  Risky  Bust 
ness  with  one  key  difference:  It  starrec 
teenage  blacks,  while  Risky  Business 
starred  whites.  House  Party  has  so  far 
grossed  $25  million.  Says  Shaye,  "We 
had  a  chance  to  prove  we  weren't  de- 
pendent on  Freddy — and  now  wt 
have." — Lisa  Gubernick 


Turtles  to  the  rescue 


Timothy  White/Onyx 
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Without  doubt,  the  Honda  Accord 
is  a  great  automobile.The  experts  have 
said  that  for  years.  It  has  become  the 
benchmark  for  other  auto  makers.  Its 
record  is  tmly  impressive. 

Incredibly,  then,  this  year  we  have 
redesigned  the  Accord.  And  our  new 
car  will  set  new  standards. 

The  new  Honda  Accord  is  bigger 
and  better  than  ever  before.  There  is 
more  room  inside,  the  ride  is  more 
comfortable  and  the  car  is  much  more 
responsive  under  all  driving  conditions. 

And  there  is  its  unique  beauty. 

Flat  surfaces  and  contours  blend 
harmoniously  while  all  the  lines  flow 
smoothly.  The  front  of  the  car  rounds 
to  the  wind  and  stylish  new  headlights 
mount  flush  to  the  airflow.  While  the 
rear  is  high  and  designed  according  to 
automotive  aerodynamic  principle. 

You'll  see  a  substantial  increase  in 
glass  area  which  adds  to  your  comfort 
and  visibility.  You'll  find  comfortable 
space  inside  the  car  between  yourself 
and  other  passengers. 

Because  the  new  Honda  Accord 
has  a  longer  wheelbase  and  is  more 
solid,  we  redesigned  the  race-proven, 
4-wheel  double  wishbone  suspension 
system.  The  ride  and  handling  are 
immensely  improved.  There  is  a  new 


speed  sensitive,  variable-assist  powc 
steering.  It  progressively  adjusts  th( 
amount  of  assistance  for  improved 
road  feel  for  the  driver.  It  does  this  a  q 
all  speeds.  i 

The  body  looks  almost  like  it  i  k 
sculptured  from  a  solid  mass  of  ste 
Designers  concentrated  on  reducin 
the  number  of  seams,  refining  fit  ai  rs 
finish  and  countless  other  details,     se 


A  new  method  of  body 
stiffens  the  car  to  further  improve 
quiet  the  ride. 

Once  seated  in  the  Accord,you  Its 
greeted  by  a  bright,  airy  environme  Ufe; 
that  immediately  puts  you  at  ease,  jea 
controls  and  instmments  are  logical  [( 
placed.  Everything  falls  into  your  li  islo 
of  sight  and  is  within  your  reach.  TI  k 
whole  interior  seems  designed  aroi  sep 
you.  It  fits.  You  fit. 
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The  front  seats  are  larger  and  offer 
tdvc  support.  Rear  seats  contour  for 
I  tter  comfort.  They  are  made  from 
ale  piece  of  moulded  foam. 

Door  panels  and  the  instmment 
md  are  each  moulded  from  a  single 
eece  so  there  is  nothing  to  rattle.  The 
nf  adliner  is  built  to  absorb  noise  and  is 
ancessed  for  the  windshield  visors  and 
ssenger- assist  handles.  Everything 


liiids  in  nice  and  flush  for  a  more  fitted 
:ai3earance. 

A  new  ventilation  system  that  is 
losiet  and  significantly  more  efficient 
iieEures  your  comfort.The  controls  are 
ci^e  and  easy  to  use. 
:i  Under  the  aggressive  looking  and 
Ij/  sloping  hood  is  a  new  and  larger 
ThfJ-injected  engine.  It  now  has  more 
)U!:sepower  and  torque  for  improved 
fformance  in  the  ranges  you  most 


often  drive.  Such  as  getting  through 
city  traffic  and  on  the  highway. 

Imaginative  Honda  technology 
makes  the  new  engine  mn  smoothly 
and  quietly.  Balance  shafts  built  in 
the  engine  cancel  the  inertial  forces 
that  cause  other  engines  to  twist  and 
shake.  It  s  amazing. 

Other  refinements  additionally 
reduce  vibration  and  noise.  And  help 
to  increase  performance. 

The  durable  Honda  five-speed 
manual  transmission  has  also  been 
redesigned.  It  is  stronger  and  more 
rigid  to  match  the  increased  engine 
power  and  torque.  It  s  also  smoother 
and  quieter. 

There's  a  new  Honda  four-speed 
automatic  transmission  available  that 
is  very  compact,  smooth  shifting  and 
efficient.  And  the  transmission  has  a 
driver  selectable  Sport  mode  with 
lockup  torque  converter. 

Everything  about  the  new  Accord 
is  designed  to  increase  the  quality  of 
driving.  It  is  a  car  attuned  to  the  driver. 
It  makes  you  more  pleasantly  aware 
of  the  enjoyment  of  driving. 

In  this  case,  driving  is  believing. 


HONDA. 
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All  in  the  fomily 

The  hiring  practices  of  Columbia  Pic- 
tures' co-supremo  Jon  Peters  continue 
to  raise  plenty  of  eyebrows,  even  in 
Hollywood.  It's  well  known  that  Pe- 
ters hired  his  girlfriend,  Darris  Hatch, 
away  from  the  icm  agency  and  in- 
stalled her  as  a  senior  production  ex- 
ecutive— at  a  reported  $250,000  per 
annum.  Recently  Peters'  son's  girl- 
friend, Liz  Spete,  came  aboard  as  a 
junior  exec.  And  lest  we  forget,  Peters' 
old  flame,  Barbra  Streisand,  finally  got 
her  long-delayed  lYince  of  Tides  project 
rolling  under  Peters'  aegis. 

Peters'  latest  move  involves  one  of 

Kilph  IXjminKutv/Gtcjtx.- 


Jon  Peters  and  ex-wife  Christine 

Now  she  gets  a  prestige  bungalow. 

the  three  highly  prized,  prestige  bun- 
galows on  Columbia's  Culver  City 
lot.  These  office-suites  are  usually 
awarded  exclusively  to  the  studio's 
most  coveted  talent.  Producer/star 
Michael  Douglas  has  one,  James  L. 
Brooks  (TcLKi,  Broadcast  News)  has  an- 
other. Number  three  will  go  to  Peters' 
ex-wife  Christine,  who  has  never 
made  a  movie  but  now  has  landed  her 
own  production  deal  with  the  studio, 
and  is  working,  among  other  things, 
as  a  glorified  location  scout.  It's  hard 
to  imagine  how  the  people  at  Sony 
take  in  all  this. 

What  ^>es  up  . . . 

There  were  plenty  of  smiling  faces  at 
a  mid-June  luncheon  held  to  intro- 
duce AT&.E  Corp.'s  long-delayed  Dick 
Tracy-style  wristwatch  pager.  One 
jolly  investor  who  has  seen  at&e 
shares  nearly  double  in  the  past  three 
months  was  asked  what  was  propping 
up  the  company's  stock.  "Levita- 
tion,"  he  joked.  More  seriously,  he 
professed  a  keen  admiration  of  the 
promotional  skills  of  at&e  founder 


Dick  Tracy  and  his  wristwatch-radio 
Lots  of  static  and  no  revenues. 

and  chairman,  Don  Hoff. 

The  beeper  in  question  has  yet  to 
produce  a  penny  in  revenue  but  has 
recently  propelled  at&e's  11.4  mil- 
lion Amex  shares  to  a  giddy  market 
value  of  $257  million.  Don  Hoff  has 
been  down  this  road  before.  He  raised 
$40  million  in  stock  in  a  previous 
telecommunications  startup,  Com- 
dial,  from  public  investors  back  in 
1983.  These  shares,  which  hit  33 '/s  in 
1983,  were  recently  traded  for  a  paltry 
75  cents. 

The  shorts  are  betting  that  at&e 
will  end  up  as  did  Comdial.  Of  the  4 
million  at&.e  shares  in  the  public 
float,  almost  half  have  been  sold 
short.  And  some  insiders  appear  to 
share  the  shorts'  skepticism.  In  May, 
with  the  stock  climbing,  two  at&ie 
directors  unloaded  big  chunks  of  their 
holdings. — Fleming  Meeks 

Insecurity  systems 

An  outfit  named  Alert  Management 
Services  is  flogging  a  limited  partner- 
ship that  allows  investors  to  play  the 
home  burglar  alarm  business.  Given 
rising  concern  about  crime,  that's  a 
flashy  selling  point.  But  is  your  mon- 
ey safe  with  Alert? 


Alert  Income  Partners  IV  has  raised 
$85  million,  in  units  of  $100,000 
each,  to  buy  mom-and-pop  security 
monitoring  systems  in  this  highly 
fragmented,  $4.6  billion  industry. 
Three  earlier  partnerships  raised  $72 
million.  The  sponsor  dangles  a  15% 
annual  return,  with  a  return  of  capital 
plus  a  35%-to-50%  premium. 

Before  you  sign  up,  consider  this: 
The  sponsor  and  sellers  are  taking 
20%  off  the  top  for  commissions,  ex- 
penses and  "services."  Even  in  the 
fee-happy  world  of  limited  partner- 
ships, that's  a  little  on  the  rich  side. 

Where  most  of  the  earlier  partner- 
ships bought  security  systems  at 
around  two  times  annual  account  rev- 
enues. Alert  IV  now  plans  to  pay  a 
costly  three  times  revenues.  The  top 
gun  at  Alert,  one  Larry  H.  Welch, 
doesn't  exactly  instill  feelings  of  secu- 
rity, either.  In  1985  Welch  bought  a 
piece  of  a  troubled  Midwest  chain  of 
electronics  stores  and  bungled  the  bid 
for  another  chain,  with  both  retailers 
ending  up  in  Chapter  II. 

Stick  'em  up 

Quick,  what's  the  bank  robbery  capi- 
tal of  America?  Detroit?  Miami?  New 
York  City?  Nope.  It  is  greater  metro- 
politan Los  Angeles,  where  there  were 
no  more  than  3,300  banks  and  a  stun- 
ning 1,440  heists  in  1989.  That  works 
out  to  four  bank  jobs  a  day.  Average 
take:  $2,500.  And  things  are  getting 
worse,  with  robberies  up  7%  already 
this  year. 

Why  Los  Angeles?  "A  few  years  ago, 
there  was  a  gas  station  on  every  cor- 
ner. Now  there's  a  bank,"  says  Mark 
Llewellyn,  a  bank  robbery  specialist 
for  the  Los  Angeles  Federal  Bureau  of 
Investigation.  Llewellyn  also  blames 
California's  extensive  freeway  sys 
tem,  which  he  says  facilitates  get- 
aways, albeit  temporary  ones:  The  fbi 
says  it  nabs  about  85%  of  Los  Angeles 
bank  robbers.  The  Feds  describe  most 
of  the  thieves  as  narcotics  users. 

Now  the  city's  bankers,  too,  are 
fighting  back.  In  April  the  400-compa 
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nies-strong  California  Bankers  Asso- 
ciation took  out  the  first  of  a  possible 
series  of  full-page  "Wanted  poster" 
ads  in  the  Los  Angeles  Times  with  pho- 
tographs of  16  suspected  area  bank 
robbers.  Six  suspects  have  already 
been  captured. — Julie  Schlax 

Junior  is  better 

when  Texas  oilmen  Cyril  Wagner  and 
Jack  BrovsTi  bought  conglomerate  In- 
silco  Corp.  in  late  1988,  no  one  was 
happier  than  their  investment  bank- 
ers, Merrill  Lynch.  Merrill  collected 
at  least  $23  million  in  fees  on  the 
billion-dollar  deal,  and  invested  in  it 
as  well.  Nearly  half  the  purchase 
price — some  $488  million — was 
raised  by  issuing  junk  debt.  Of  this, 
$270  million  was  in  senior  notes  and 
$218  million  in  high-yield  junior  de- 
bentures. Merrill  ended  up  with  a  lit- 
tle more  than  half  of  the  junior  debt, 
plus  stock  and  warrants  worth  23%  of 
the  equity  in  Insilco. 

Alas,  Insilco  has  been  hurt  by  weak- 
ness in  its  auto,  computer  and  defense 
segments.  The  value  of  the  senior  pa- 
per is  off  50%,  and  the  junior  debt  is 
faring  even  worse.  The  company  is 
not  in  imminent  danger,  but  Wagner 
and  Brown  have  embarked  on  a  recap- 
italization plan  before  things  get  real- 
ly bad. 

The  proposed  recap  has  some  of  the 
senior  noteholders  up  in  arms.  They 
complain  that  they  are  being  asked  to 
take  a  hit  of  60%  or  so  on  their  invest- 
ment in  exchange  for  cash  and  more 
notes,  while  Merrill  and  the  other  ju- 
nior debt  holders  will  take  an  estimat- 
ed 45%  hit  in  exchange  for  notes  and 
equity.  The  senior  creditors  receive 
no  such  equity  sweetener,  while  Mer- 
rill, as  the  biggest  junior  debt  holder, 
will  see  its  stake  rise  to  30%  if  all  the 
debt  is  exchanged.  Merrill  will  also 
get  another  $5.4  million  fee  if  the 
exchange  comes  off. 

Negotiations  are  continuing  be- 
ji  tween  management  and  bondholders. 
Merrill  refuses  comment  because  the 
offer  is  still  pending. 

Hush,  money 

"Capitalist"  Poland  still  seems  to 
have  lingering  doubts  about  the  joys 
of  wealth.  Take  Firma,  a  leading  Pol- 
ish business  monthly.  The  magazine 
Warns  against  aggravating  the  "finan- 
cial differences  between  people"  and 
calls  for  restraint  in  personal  spending 
to  minimize  inequality. 

"In  today's  world,"  Firma  counsels 
soberly,  "strong  material  inequality 
has  not  done  anybody  any  good." 
Really?  We  thought  it  motivated 
some  people  to  roll  up  their  sleeves 
i  and  work. — Katarzyna  Wandycz 
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The  Sony  Video  Walkmaril 
Think  of  it  as  a  carry-onVCR, 

Waiting  for  your  plane?  If  you  travel  with  the  Sony  Video  Walkman,  you'll  never  wait  alone. 
The  Video  Walkman  is  on  amazing  portable  VCR  and  TV  in  one  compact  package.  So  you  con 
watch  pre-recorded  movies  like  "Chonces  Are"  any  chance  you  get.  And  you'll  be  watching  it  on 
a  crystal-clear  4"  color  LCD  screen. 

The  Sony  Video  Walkman.  It's  the  new  travelling  essential       ^^  ^^  ^^T  ^^ 
because  it's  the  VCR  that  knows  its  place-ond  thot's  anyplace.      ^"^  ^^"^  " 

©  (opyrigbl  1990  Sony  Corpwotion  ot  AfnetKO  All  righls  reserved  Sony  and  Video  Wolkmon  oie  trodemark^  of  Sony  ©  1984  Columbia  Pxluies  Indu^rnes,  Inc  All  tlght^  reserved 
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Fidelity  Tax-Free 
Money  Market! 

Our  federally  tax-free  money  market  fund,  Fidelity  Tax- 
Exempt  Money  Market  Trust,  seeks  high  current  income  free 
from  federal  income  taxes.  The  fund  also  offers  you: 

•  Stability  of  principal      •  Free  checkwriting 

•  Low  $5,000  minimum    •  24-hour  toll-free  service 

If  you're  in  a  higher  tax  bracket,  it  may  be  time  to  consider 
Fidelity  Tax-Exempt  Money  Market  Trust.  Call  today  for  more 
information! 


1-800-544-8888  24  Hours 


Fidelity  Tax-Exempt  Money  Market  Trust.  For  more  complete 

information,  including  management  fees  and  expeases,  call  or  write  for  a  tree  pro- 
spectus. Read  it  careruUv  before  vou  invest  or  send  money.  Fidelilv  Distributors 
Corporation  (General  Distribution  Agent),  P.O.  Box  660603,  Dallis,  TX  75266-0603. 


Fideliiy 


Invesiments  ® 

CODE:  FORB/TEM/070S90 
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ASSOCIATION 
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mm    Readers  Say 


The  kids  are  all  right 


Sir:  Rad  cover,  dude! 
—Wayne  W.  Wright 
LagioM  Niguel,  Calif. 

Sir:  The  brat  market  of  today  ("Hey, 
dude,  let's  consume, "/«»e  11]  will  be 
the  fat  market  of  tomorrow.  We  have 
succeeded  in  creating  the  most  seden- 
tary and  obese  kids  that  this  country 
has  ever  seen.  Their  diets  are  filled 
with  empty  calories  and  their  games 
are  grooming  grounds  for  spectator 
sports. 

— Suzanne  P.  Quintner 
Milford,  Conn. 

Sir:  Don't  forget  about  sports  equip- 
ment. Our  ten-year-old  insists  that 
Tacklas  and  Micron  Megas  will  help 
his  hockey  game.  And  of  course  Dia- 
dora  cleats  and  a  hand-sewn  leather 
ball  are  the  only  way  to  go  in  soccer. 
We're  encouraging  him  to  study  oph- 
thalmology in  case  the  pro  scouts 
miss  him.  Yes,  Duncan,  the  Porsches 
probably  belong  to  the  eye  doctors  and 
not  the  patients. 
—Judith  Clark 
Pepperell,  Mass. 

Sir:  Too  bad  today's  families  don't 
invest  more  time  instead  of  money. 
— Beret  A.  Guidera 
Eau  Claire.  Wis. 


We  are  family 

Sir:  Your  article  "The  family  with  a 
sweet  tooth"  (May  14)  departs  from  an 
objective  analysis  of  the  Fanjul  family 


business.  Since  coming  to  the  United 
States  after  the  Castro  takeover,  they 
have  created  thousands  of  jobs  in  Flor- 
ida. Although  the  Fanjuls  have  gained 
from  the  support  pricing  of  sugar,  why 
are  they  singled  out?  Other  major  sug- 
ar producers  have  benefited  from  arti- 
ficial pricing,  some  even  more  than 
the  Fanjuls.  As  for  the  family  loyal- 
ties, it  would  do  our  country  good  if 
we  had  more  of  this  closely  knit  fam- 
ily tradition. 
— Raphael  Katzen 
Cincinnati.  Ohio 


And  the  winner  is  . . . 

Sir:  Re  your  Fact  and  Comment  on  a 
national  census  lottery  (June  11).  The 
government  should  not  get  into  the 
business  of  setting  up  cash  incentives 
to  obey  its  laws.  Would  you  also  sug- 
gest a  poll  lottery  to  encourage  voting, 
and  a  tax  lottery  to  encourage  sending 
in  tax  returns? 
— M.J.  Fulca 
Mt.  Pleasant,  S.C. 

Sir:  Why  wait  a  decade  to  try  this 
idea?  The  same  logic  could  be  applied 
to  induce  people  to  vote,  or  file  their 
income  tax  returns. 
— Genei'ieve  Segol 
San  I'rancLsco,  Calif. 
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New  nukes 

Sir:  Re  "The  greenest  form  of  power" 
(June  11).  It  was  not  the  nuclear  indus- 
try, or  even  the  architect-engineering 
firms,  that  refused  to  standardize  de- 
signs. Westinghouse,  ge,  Combustion 
Engineering  and  others  had  proposed 
standard  designs  in  the  early  1970s. 
The  NRG  even  proposed  regulations 
for  approving  replicate  plants,  if  the 
utility  would  propose  to  build  a  plant 
just  like  a  previously  approved  one. 
Somehow  the  regulatory  structure, 
with  rigid  interpretation  of  various 
rules,  found  it  impossible  to  imple- 
ment the  new  regulations.  The  indus- 
try felt  stabbed  in  the  back,  and  lost 
confidence  in  the  ability  of  nrc  to 
carry  out  its  responsibilities. 
— Milton  Lei>enson 
Menlo  Park,  Calif. 

Sir:  It  seems  the  greenhouse  effect 
split  the  environmentalists  on  nucle- 
ar power.  They  presumed  a  direct  link 
between  economic  growth  and  envi- 
ronmental degradation.  This  is  back- 
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wards.  Nations  with  adequate  elec- 
tricity are  the  ones  with  better  envi- 
ronmental records. 
— A  David  Rossin 
Los  Altos  Hills,  Calif. 

Sir:  How  many  near-accidents  didn't 
we  hear  about? 
— Catherine  P.  Jones 
Breivster,  Mass. 


Buy  now,  pay  later 

Sir:  An  investor  taking  your  advice  to 
buy  Mexican  stocks  today  (Fact  and 
Comment,  June  11)  almost  certainly 
faces  a  currency  devaluation  later  this 
year.  The  "market  oriented"  policies 
of  Mexico  are  almost  entirely  a  fiction 
for  overseas  consumption.  Privatiza- 
tion has  still  not  reached  most  large, 
inefficient  state  industries. 

Mexican  stocks  have  been  a  good 
investment  over  the  past  12  months, 
but   the   highest   real   returns   have 
come  from  the  government's  T  bills 
that  pay  45%  annual  rates  and  more. 
An  estimated  $7  billion  current  ac- 
count deficit  this  year  virtually  en- 
sures a  devaluation  when  the  accrued 
interest  on  the  $55  billion  debt  ex- 
hausts the  available  "flight  capital." 
— Christopher  Wbalen 
Senior  Vice  President 
The  Whalen  Company,  Inc. 
Washington,  DC 


Not  me 

Sir:  Re  "Marion  Gilliam's  two  faces" 
(Apr.  2).  I  have  never  sold  an  oil  and  gas 
partnership.  To  the  best  of  my  knowl- 
■  edge,  I  was  never  an  officer  or  director 
of  a  company  that  sold  an  oil  and  gas 
I  partnership  during  my  tenure.  I  have 
I  never  received  any  notice  of  a  cease 
and  desist  order  from  any  state  for 
selling  an  oil  and  gas  partnership. 
— David  M.  Klausmeyer 
Houston,  Tex. 


Singapore  sting 

Sir:  Caspar  Weinberger  says  that  Sin- 
gapore's Prime  Minister  Lee  believes 
our  involvement  in  Vietnam  kept 
communism  out  of  Singapore  (Com- 
mentary, June  1 1).  I  resent  having  the 
democracy  of  the  U.S.  linked  up  in 
any  fashion  to  the  hypothetical  de- 
mocracy of  Singapore.  People  have  no 
civil  rights  there.  Lee  is  not  a  leader  of 
his  people,  he  is  a  military  dilettante. 
— Laurie  J.  Harper 
Milwaukie,  Ore. 
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The  Sony  Video  Walkman, 
Think  of  it  as  brown  bagging  aVCR, 

Pocking  a  movie  is  now  as  easy  as  packing  a  lunch.  Just  slip  a  Sony  Video  Walkman 
into  your  attache  case  end  enjoy  a  movie  like  "When  Harry  Met  Sally"  before  your  next  meeting. 

The  Video  Walkman  is  o  portable  VCR  and  television  in  one  astounding  small  package. 
Take  it  anywhere  and  enjoy  pre-recorded  movies  on  its  brilliant 
4" color  LCD  screen.  The  Sony  Video  Wolkman  is  the  VCR  that 
knows  its  place-and  that's  onyploce. 

©  Copyiighl  1990  Sony  Corporarion  ol  Amefito  All  righrs  received  Sony  and  Video  Wolkmon  ore  riodenioiks  of  Sony 
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CENTEL 


TELEPHONE  -  CELLULAR  COMMUNICATIONS 

For  more  information,  write  Centel  Corporation,  Dept.  A,  8725  Higgins  Road,  Chicago,  IL  60631. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


HOW  TO  SAVE  GORBACHEV 

Tell  him  to  take  a  lead  from  West  Germany's  always  Economists,  Western  and  Soviet,  bleat  that  only  by 

underestimated  Chancellor  Helmut  Kohl.  changing  the  Empire's  economy  can  the  ruble  be  made 

Against  the  stem  advice  of  his  central  bankers  and  hard.  They  have  it  backwards.  The  economy  can't  func- 

almost  all  economists.  Kohl  provided  East  Germans  with  a  tion  without  a  currency  that  people  can  use  and  trust. 


fantastically  favorable  exchange 
rate  for  their  otherwise  worthless 
marks.  Kohl  instinctively  realized 
that  a  good  rate  would  make  the 
formerly  communist  rump  state's 
transition  to  capitalism  signifi- 
cantly easier  because  people 
wouldn't  be  impoverished  and  de- 
moralized at  the  start  of  the  pro- 
cess. The  ratio  would  energize  the  Kohl:  dorhacher's  senior 
East  Germans.  Kohl's  move  was  brilliantly  right  economi- 
cally, politically  and  morally. 

Gorbachev  doesn't  have  the  deutsche  mark,  but  he 
does  have  almost  $30  billion  of  gold  reserves  that  could 
be  put  to  use  in  the  same  manner — making  the  worthless 
ruble  valuable  again. 


The  Soviets  should  issue  gold- 
backed  ruble  bonds.  The  barbarous 
relic  could  be  deposited  in  a  West- 
ern bank  for  the  life  of  the  debt  to 
give  the  collateral  credibility.  Fol- 
lowing the  German  example,  Mos- 
cow could  give  a  ruble/dollar  ratio 
of,  say,  4-to-l,  instead  of  the  black 
market  rate  of  30-to-l.  With  no 
debtors  other  than  the  state,  the 
deflation  would  be  painless.' Bread  and  other  food  prices 
needn't  shoot  up.  Soviet  morale  and  energy  would  pick  up 
markedly  as  people  realized  that  their  govenment  was  truly 
committed  to  establishing  and  maintaining  a  hard  ruble. 

With  his  new  popularity,   Gorbachev  could  bring  in 
meaningful  free-market  reforms,  if  he  were  so  inclined. 


GREENLINING  OUR  INNER  CITIES 


Housing  Secretary  Jack  Kemp  is  a  refreshing,  exciting 
ray  of  sunshine  into  the  doom  and  gloom  surrounding 
America's  irmer  cities  today — rampant  crime,  growing 
teenage  pregnancies,  widespread  drug  abuse,  broken  fam- 
ilies, high  unemployment. 

He  recently  gave  a  speech  that 
outlines  steps  which  could  do  for 
our  cities  what  the  Marshall  Plan 
did  for  Europe  more  than  40  years 
ago.  The  most  amazing  part  of  his 
approach  is  that  it  will  end  up  in- 
creasing government  revenues 
rather  than  draining  them. 

Conservative   Kemp   recognizes 


Kemp:  Cities'  savior 


that  the  U.S.  now  has  two  economies.  One,  where  most  of  us 
aretoday,  iscapitalist,  market-oriented  andentrepreneurial. 
It's  an  economy  enjoying  its  longest  peacetime  expansion. 
But  there  is  a  second  economy  that  is  in  many  respects 
similar  to  Eastern  Europe's  or  a 
Third  World  socialist  country's.  As 
Kemp  points  out,  "This  economy 
has  a  virtual  absence  of  economic 
incentive  and  rewards."  Out  of  a 
desire  to  help  the  poor,  it  has  man- 
aged to  punish  almost  every  form 
of  productive  behavior.  Thus,  the 
highest  effective  tax  rates  in  the 
country  are  paid  by  "welfare  moth- 
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ers  or  unemployed  fathers  who  take  a  job  and  then  lose  all 
their  welfare  benefits."  One  sees  similar  perversities  in 
education  and  housing. 

What  to  do?  Kemp  has  outlined  an  eight-point  proposal 
that  is  soimd,  simple  and  sensible.  For  starters,  slash  the 
capital  gains  tax  nationwide  and  eliminate  it  altogether  in 
our  inner  cities.  "That  would  greenline  our  inner  city 
neighborhoods,"  says  Kemp,  who  provides  persuasive  evi- 
dence that  a  low  or  zero  rate  would  create  many  new 
businesses.  He  also  advocates  significantly  boosting  per- 
sonal exemptions  in  the  tax  code,  now  only  $2,000,  and 
expanding  the  earned  income  tax  credit,  which  will  sharp- 
ly reduce  the  punitive  tax  rate  on  welfarers  taking  jobs. 


He  also  has  proposals  for  giving  public  housing  tenants 
responsibility  for  managing  their  buildings,  for  enabling 
them  to  buy  their  own  homes  and  making  it  easier  for 
them  to  choose  where  they  wish  to  live  via  housing 
vouchers  and  certificates.  Other  parts  of  his  plan  would 
improve  education  through  vouchers  and  tuition  tax  cred- 
its and  would  help  first-time  home  buyers. 

By  seizing  on  and  fleshing  out  Kemp's  ideas,  the  Repub- 
lican Party  could  take  away  one  of  the  last  shreds  of 
Democratic  clothing — the  idea  that  Democrats  care  more 
for  struggling  people  than  does  the  GOP. 

More  important,  these  proposals  would  be  a  powerful 
force  for  turning  our  two  economies  into  one. 


THE  TAX  REVOLT  IS  ALIVE  AND  WELL 

Voters  in  the  recent  California  primary      /firjiVnirufUTT7^Ti\^^  ^'^^  highway  expansion  and  maintenance, 

narrowly  approved  a  referendum  doubling      llnAnLVUul  rnl/Lij^  Only  under  such  special  circumstance^ 

the  state's  gasoline  tax.   Pundits  quickly       S  AC   P Al  jpflPNIAMQ  I       will  voters  concur  with  a  tax  boost.   If 
concluded     that     people's     resistance     ^^        \     ^  \      '^^at  increased  levy  had  been  for  general 

higher  taxes  has  abated.  j  VUlL  A™  ImU]lAolJ      revenues,  it  would  have  been  resounding- 

Nonsense.  ^^■- ^^^ew  York  Times      ly  defeated. 

Anyone  who  has  recently  visited  the  nation's  most  Politicos  on  all  levels  may  wish  it  otherwise,  but  the 
populous  state  can  testify  to  its  increasingly  clogged  majority  of  American  voters  are  not  yet  convinced  they 
highways.  The  tax  receipts  are  specifically  earmarked     are  undertaxed. 

HOME  RUN  BT  HANK  GREENBERG 

American  International  Group  Chairman  M.R.  "Hank"     parties  to  get  back  the  cost  of  the  cleanup.  Naturally,] 
Greenberg  has  come  up  with  a  first-rate  idea  for  speeding     such  an  approach  creates  a  morass  of  lawsuits, 
up  the  cleaning  up  of  hazardous  waste  sites.      ^^■■P''*'*^^^^^H         Greenberg  proposes  creating  a  new  envi- 

Despite  a  kitty  of  billions  of  dollars,  the     ^^^K;  "^^H      ronmental  fund  that  would  eliminate  the 

pace  of  detoxifying  these  dumps  has  been     ^|^^v  i^|      need  to  establish  liability  at  each  site,  there- 

sluggish  since  Congress  created  the  Super-     ^H^BnR?^   __^  i^H      by  letting  the  EPA  concentrate  on  purifying  I 
fund  program  ten  years  ago.  The  problem,  as     ^^^H       J         a^M      the  dumps.  The  money  would  be  raised  by 
you  might  have  guessed,  is  litigation.  The     ^»^KViL^Ty^^^^M      imposing  a  modest  assessment  on  insurance 
Envirormiental  Protection  Agency  has  to  de-     ^^^^^Z*^^^^^H      premiums.  LaMryers  won't  like  it,  but  we 
cide  who's  responsible  for  the  hazardous  site     ^^^  ^^^^^^^M      should  worry  more  about  getting  rid  of  the  | 
and  then  attempt  to  raise  funds  from  those     ^liA__A^^^^^H      mess  than  about  who  created  it. 


NO  NEED  TO  TOLERATE 

A  Pennsylvania  court  recently  outlawed  Caller  ID,  a 
device  that  allows  you  to  see  who  is  calling  you  on  the 
telephone.  Caller  ID  is  now  available  in 
most  of  New  Jersey,  Maryland  and  sever- 
al other  states. 

The  Keystone  tribunal  ruled  that  this 
service  was  an  invasion  of  privacy  be- 
cause the  identity  of  the  caller  would  be 
revealed  to  the  person  called.  Are  these 
judges  serious? 

Just  as  you  want  to  know  who  is  knocking  on  your  door, 
so,  too,  should  you  have  the  right  to  know  who  is  calling  you 
on  the  phone.  In  New  Jersey  this  service  has  been  credited 
with  cutting  in  half  the  number  of  obscene  phone  calls. 


TELEPHONE  STRANGERS 

of  course,  there  are  down  sides.  No  longer  will  an  errant  | 
husband  be  able  to  call  home  from  his  girlfriend's  apart- 
ment to  say  that  he's  stuck  at  the  office. 

What  about  those  who  want  to  keep  I 
their  numbers  unlisted?  (In  fact.  Caller 
ID  has  been  available  since  1988  to 
major  companies  for  their  800  and  900 
lines.)  Keeping  your  number  out  of  the 
phone  book  keeps  it  away  from  most 
people  you  don't  want  to  have  it.  The| 
telephone  company  could  certainly  be  required  to  pro- 
vide call  blocking  under  unique  circumstances.  Other- 
wise, obscene  callers  would  be  the  first  to  get  so-called] 
ID  blocking. 
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NEW  WIZARD 

SOFTWARE 

LETS  YOU  DO  MORE 

THAN  IS 
HUMANLY  POSSIBLE. 


The  Wizard  electronic  organizer  from  Sharp  never 
forgets  a  name.  Never  misses  a  date.  And  makes  short 
work  of  jobs  that  it's  only  human  to  postpone. 

And  with  a  growing  library  of  optional  software  cards,  it 
handles  tasks  most  people  find  difficult  or  impossible. 

The  Wizard  can  tell  you  where  to  stay  in  cities  you've  never 
visited.  It  can  track  your  expenses,  translate  eight  languages, 
and  help  you  manage  your  money,  it  can  even  play  games. 
There's  a  PC  Link  to  keep  your  Wizard  in  constant  touch 
with  IBM*  PC-compatible  or  Macintosh*  personal  computers. 
Yet  despite  all  this  power,  it's  humanly 
possible  to  master  Wizard  software  quickly. 
Because  these  new  programs  are  as  easy  to 
use  as  The  Wizard  itself. 

To  find  out  where  to  see  Wizard  software  in 
action,  call  1  -800-321  -8877. 
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SHARP  EXPANDS  THE  POWER  OF  THE  WIZARD. 


■  1990  Sharp  Electronics  Corporation 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS 


ITS  NOT  lUST  THE  I 
UTEST  SETBACK  FOR  Tl! 


Today,  there  are  "safe"cars,  lux- 
ury cars,  performance  cars,  practical 
cars  —  a  car  for  every  niche,  it  seems, 
and  a  niche  for  every  car. 

Except  at  Saab, 
where  we've  al- 
ways built  cars 
to  fit  not  niches 
but  needs  - 
the  needs 
of  human 
beings  un- 
willing to 
settle  for 
something 
one  or  more  dimensions  short  of  a 
complete  car  And  the  newest  Saab 
vividly  illustrates  the  point. 
INTRODUCING  THE  SAAB  9000S. 

Powered  by  the  largest  engine 


Saab  ever  built,  the  9000S  is  a  true 
European  sports  sedan,  one  capable  of 
nmning  all  day  at  triple-digit,  test- 
track  speeds. 
Yet  that  engine 
achieves  stirring 
response  not  at 
the  expense  of 
efficiency,  but 
because  of  it. 
A  com- 
puter-driven 
engine  man- 
agement 
system  —  aided  by  Saab's  patented 
Direct  Ignition  System  —  ensures 
that  combustion  occurs  at  the  opti- 
mum moment  for  both  performance 
and  efficiency  And  its  emission 
control  system  reduces  exhaust  pol- 


lutants beyond  EPA  requireme  Civ 

The  result  is  a  performanc  bi 

car  uncompromised  by  the  nee  iep 

be  environmentally  responsible  Ities 

THE  ONLY  «mi 

LARGE  EUROPEAN  IMPOF  i\f 

The  Saab  9000S  will  come  IIS 
pleasant  surprise  to  those  for  w]  kk 
cramped  conditions  are  part  of  t  ikb 
price  you  pay  for  sporty  cars.       isk 

Its  interior,  according  to  M  k\ 
Trend,  is  "cavemous."  In  fact,  it  siai] 
the  only  European  import  to  n  new 
EPA  specifications  as  a  "Large"c  ^^ 

But  in  the  9000S,the  intelli  feyi 
management  of  space  extends  \  sij 
beyond  the  passenger  compartr  idto 

Fold  down  the  rear  seat,  anc  ijKi 
create  a  station-wagon-like  56.5  c  i|s 
of  cargo  space,  enough  to  fit  a  six  Im^ 


*MSRP  $2S,49S,  excluding  taxes,  hcense,  trcifthl,  dealer  ch-ir^es  and  opiums  Pnccsuhiect  lo  change  '^"'  1990  Saab- Scania  of  Amcnca,  Inc- 
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EST  SAAB.  ITS  THE 
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Tiei  Giving  you  a  sports  sedan  that 
!nc>become  a  wagon  at  will,  but  with 
ef the  performance 
lie,  ilties  wagons 
letimes  impose. 

OR  SAFEST  CAR 
^e!  ITS  CLASS. 
■'.m  the  9000S, 
il4)reciserack-and- 
pn  steering, 


ip-lock  braking 
ithmandspir- 
ini  new  engine 

ci  onsidered  to 
^Ui^ietycompo- 
jv/'S.Allarede- 
0]td  to  give  the  driver  the 
nd  sand  prowess  to  avoid  accidents 
;rtie  first  place. 
But  when  the  unavoidable  occurs, 


the  9000S  excels.  Front  and  rear  crum- 
ple zones  absorb  the  force  of  impact, 
cushioning  the  steel  safety  cage. 
The  driver's-side  air  bag 
and  supplemental 
restraint  systems  cra- 
dle the  passengers. 
The  result  is 
vividly  demonstrated 
in  data  compiled  from 
over  250  insurance  com- 
panies by  the  Highway 
Loss  Data  Institute.  Its 
latest  study  ranks  9000- 
Series  Saabs  the  safest 
cars  in  their  class.  Safer  than 
Volvo  or  Mercedes-Benz. 

SYMPHONIES  VS. 
THINNER  MELODIES. 

Overall,  the  Saab  9000S  is  what 


one  automotive  editor  called  "a  sym- 
phony on  wheels... super-quick, 
impressively  refined,  exceptionally 
spacious,  very  comfy  and  flawlessly 
constructed." 

In  short,  a  car,  not  a  compromise. 
And  a  "symphony"  with  a  lower 
price  of  admission  than  the  thinner 
melodies  offered  elsewhere.* 

It  also  offers  daily  performances 
at  your  Saab  dealer,  where  you're 
invited  to  experience  the  Saab  9000S 
through  a  test  drive. 


WE  DONT  MAKE  COMPROMISES. 
WE  MAKE  SAABS. 


Other  Comments 


Prime  Export 

At  the  general  strike  in  Prague  in 
late  November  [last  year],  Zdenek 
Janicek,  a  Czech  brewery  worker, 
climbed  up  on  a  platform,  looked  out 
at  his  audience  and  recited  the  follow- 
ing: "We  hold  these  truths  to  be  self- 
evident,  that  all  men  are  created 
equal.  .  .  ." 

— Life  magazine 

Are  We  Listening? 

I  am  not  here  to  decry  the  fall  of 
Rockefeller  Center  or  Columbia  Pic- 
tures or  Firestone  or  Tiffany's  ...  or 
all  of  Hawaii.  What's  done  is  done: 
Our  people  sold  them  off  for  the  profit 
in  the  deals,  and  that's  neither  illegal 
nor  immoral.  .  .  .  The  Japanese  don't 
act  spontaneously:  They  do  as  they're 
told.  While  we  mill  around.  What's 
worse,  the  malaise  is  more  than  eco- 
nomic. One  of  our  guys,  Steve  Miller, 
was  recently  at  an  international  bank- 
ing meeting  in  Vienna.  Here's  his  per- 
sonal observation: 

"I  went  for  a  long  afternoon  walk 
around  central  Vienna.  It  is  a  very 
clean  and  prosperous  city  with  well- 
dressed  people.  There  are  miles  of 
very  classy  shops.  There  are  no  slums, 
no  drunks  or  druggies,  no  graffiti  on 
the  walls.  I  was  suddenly  struck  by 
the  reversal  of  our  fortunes.  I  can't 
imagine  spending  an  afternoon  stroll- 
ing the  streets  of  Detroit  or  New  York 
for  pure  pleasure." 

How  did  we  get  to  this  state?  We 
got  complacent.  We  got  self-serving. 


We  lost  the  fire  in  our  belly.  It's  time 
to  get  it  back,  before  we  become  a 
second-class  country.  It  would  be 
tragic  if  we  allowed  that  to  happen 
just  as  so  many  things  are  coming  our 
way  and  to  our  way  of  life.  Commu- 
nism and  socialism  have  finally  been 
exposed — after  all  these  years,  and  for 
all  the  world  to  see — as  inferior  to 
freedom  and  to  free  enterprise.  And  it 
happened  without  bombs,  invasions, 
mass  bloodshed.  The  people  figured  it 
out  for  themselves!  Our  system,  after 
all  these  years,  has  won! 

But  even  as  all  of  that  is  happening, 
we,  the  great  believers  in  free  enter- 
prise, are  having  our  pants  removed,  an 
inch  at  a  time,  by  a  centrally  orches- 
trated, totally  committed,  economic 
aggressor.  Why  can't  we  grasp  the  truth 
of  It'  And  get  mad  and  fight  back?  Or 
don't  we  give  a  damn  anymore? 

Let's  stop  giving  the  farm  away  by 
default.  Let's  get  a  little  worked  up 
about  it.  Let's  stop  partying  and  fin- 
ger-pointing and  nay-saying  and  get 
ourselves  in  shape  again. 

— Bennett  E.  Bidwell,  chairman, 

Chrysler  Motors,  to  the  Automotive 

News  World  Congress,  Detroit 

Keep  up  with  the  French 

President  Jefferson  was  one  of  our 
first  connoisseurs.  He  died  very  much 
in  debt.  He  blew  his  wad  in  building. 
He  started  Monticello,  and  then  he 
went  to  France,  where  he  saw  the  real 
thing.  When  he  came  back  he  tore 
down  half  of  what  he'd  built,  and  re- 


built that  lovely  Palladian  villa  that 
we  know  and  love.  Some  French  snob, 
after  visiting  there,  said  he  was  the 
only  American  who  knew  how  to  put 
a  civilized  roof  over  his  head. 

— Christopher  Forbes, 

Vice  Chairman,  Forbes, 

in  Hamptons  Newspaper /Magazine 


Marxists-Leninists  tised  to 
talk  about  their  '^permanent 
revolution,"  but  as  it 
turns  out  the  only  perma- 
nent revolution  the  world 
htis  ever  seen  is  the 
American  Revolution, 

— Jack  Kemp,  Secretary  of  Housing 
&  Urban  Development 


Conversation  Ploy 

In  a  final,  desperate  attempt  to 
evoke  a  response  from  a  lethargic  din- 
ner partner,  Jerry  Wadsworth  queried: 
"Do  you  like  string?" 

— Hodgepodge,  by  J.  Bryan  III 

Over  the  Wall 

Four  nurses  and  two  doctors  were 
reading  the  EKG  as  if  it  were  a  ticker 
tape.  Then  suddenly  all  six  of  them 
turned  and  came  right  for  me.  One 
doctor  said,  "Mr.  King,  you're  having 
a  heart  attack."  And  it  was  then,  as 
the  medication  was  entering  my  sys- 
tem and  the  pain  was  beginning  to 
slide  back  down  that  I  began  the  pro- 
cess of  reevaluating  the  way  I'd  been 
living  my  life. 

I  was  53  years  old.  For  33  years  I'd 
smoked  three  packs  a  day,  had  eaten 
whatever  I  wanted — the  richer  the 
better — and  had  never  exercised.  Be- 
sides that,  I  have  always  been  a  classic 
type-A  personality.  Another  way  of 
putting  that  is  to  say  that  I'm  the 
worst  person  to  be  stuck  with  in  a 
traffic  jam.  I  start  pounding  the  wheel, 
honking  the  horn,  looking  for  a  way 
out.  If  I  can't  find  a  moving  lane,  I 
start  climbing  the  walls,  which  isn't 
easy  in  an  automobile. 

— Larry  King,  Tell  It  to  the  King 

Supporting  the  Arts 

Dropping  a  fifty-dollar  bill  into  the 
tambourine  held  out  to  her  by  a  Salva- 
tion Army  player,  Tallulah  Bankhead 
waved  aside  the  man's  thanks.  "Don't 
bother  to  thank  me.  I  know  what  a 
perfectly  ghastly  season  it's  been  for 
you  Spanish  dancers." 

— The  Little  Brown  Book  of  \ 
Anecdotes,  edited  by  Clifton  Fadiman 
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"You  7/  never 
know  how  sweet 
freedom  can  be 
unless  you've  lost 
it  for  8/2  years." 

EVERETT  ALVAREZ,  JR. 
VIETNAM  POW 

Everett  Alvarez,  Jr.  was  starved, 
beaten  and  forced  to  endure 
unspeakable  tortures. 

His  years  of  horror  began  in 
1964  when  the  U.S.  Navy  plane 
he  was  piloting  got  shot  down 
over  the  Gulf  of  Tonkin.  For  the 
next  8/2  years  he  was  a  prisoner 
of  war — the  longest  held  in 
North  Vietnam. 

During  those  endless  months 
he  struggled  to  preserve  his 
honor  and  his  sense  of  self.  And 
by  his  example  inspired  dozens 
of  other  POW's. 

"When  you're  caged  up  in  an 
alien  land,  "  relates  Alvarez, 
"you  begin  to  understand  the 
essence  of  liberty,  and  what  we 
have  here  in  this  country. . . . 

"The  return  to  freedom  was 
exhilarating.  Everything  I 
touched  felt  good.  Everything  I 
ate  tasted  good.  Everything 
smelled  so  good.  It  was  sweet 
beyond  belief.  Now,  I  wake  up 
every  day  and,  no  matter  what  I 
have  to  face,  I  look  forward  to  it 
with  anticipation.  I'm  here  and 
able  to  choose,  able  to  do,  able 
to  act  as  a  free  individual." 


Philip  Morris  Companies  Inc. 

KRAFIGENERAl  fOODS-MUlfR  BREWING  COMPANV  •  PHIIIP  MORRIS  US  A 


oin  Philip  Momsronii^iiuiit-s  tn«    in  su,>p<)r  >»  fiir  \aiiuna!  \rt  hives'  celebration  of  the  200th  anniversary  of  the  Bill  of  Rights.  Fora  free  copy  of  this  historic 
locumt.it,  caJ  1  80C  Ss_  _  u^  .m  wnte  bill  ,t  R,y^v,   P^.■  ip  Moiris  (  ompanies  Inc.  •  2020  Pennsylvania  Ave.  N.W.  •  Suite  533  •  Washington  D.C.  20006 


150  Year  Old  Technology 

Weds  Silicon  Vall^s  Most 

Glamorous  Star. 

Chances  aie  our  idea  of  a  fiche  and 
your  idea  of  a  fiche  are  oceans  apart. 

If  you  thinl<  of  microfiche  as  a  musty 
medium  relegated  to  the  basement 
archives,  then  you  need  Co  dust  off  your 
view  ofwhats  happening  at  Anacomp. 

With  nine  separate  microprocessors 
in  attendance^  Anacomp  recently  mar- 
ried the  old  reliable  microfiche  to  the 
most  glamorous  graphics  capabilities 
that  today's  computer  chips  can  muster 
in  a  dearly  beloved  new  system  called 
the  DatagraphiX  XFP  TWd''  Miar> 
fiche  doomsayere  have  doubtless  been 
amazed  by  the  festive  reception. 

In  1871^  Microg-aphics  Flew 

At  The  Speed  Df  A  Pigeon. 

Now  It  Flies  At  The 

Speed  Of  light. 

Bacl<  in  the  Franco-Prussian  war^ 
the  French  used  carrier  pigeons  to 
carry  miao-messages  out  of 
the  besi^ed  aty  or  I  ans. 
Now  in  the  global 


tru^le  for 


^: 


corporate  advantage,  images  will  soon 
be  networked  in  our  latest  fiche-based 
system  across  the  office,  across  town, 
across  the  v/orld-at  lignt  speed. 


ri^ 


"W/M 


You  Can  Put  A  Whole 
library  In  A  File  Cabinet. 

This  wondrous  new  micrographics 
system  has  spawned  equally  won- 
cuDus  storage  fiche  we  call  ^'wbnder 
Rchef  W)nder  Rche  have  all  the 
archival  advantages  of  space  and  paper 
saving  that  alone  may  pay  for  the 
cost  or  the  system.  But  in  addition^ 
W)nder  Rene  offer  some  dear  adv^- 
tages  over  other  systems  in  terms  of 
retrieval  and  reproduction. 

The  Winder  Fiche  Digests 
Data  Faster  Becauselt 
Takes  Ferocious  Bytes. 

Our  system  is  a  software-driven 
system  which  is  designed  to 
^j^       double  the  throLghput  of 
-<^^^^^^s'    conipetitive  micrographics 
>^-      setups.  Speed  and  prodjctivity  are 
enhanced.  And  with  special  features 
like  Advanced  Function  Indexing™ 
and  AN  ATRIEVE™  sorting  and 


retrieval  of  microfiche  have  becom(  pa 
virtually  automatic. 


^  Not  Only  Manage  Y)i 
Images^  \)Cfe  Enhance  \bu 
Corporate  Image  As  Wt 

Anacomp'sXFP2000istheor 
COM  system  designed  to  incorj 
new  graphics  capabilities  into  its 
^"^Advanced  Function  Platformf 

TTiis  enables  \iObnder  Fiche  to 
replicate  forms  and  documents  wi| 
exacdy  the  same  graphics  of  the  o| 
nal.  Capabilities  include  your  choic 
multiple  fonts^  forms,  signatures  a 
logotypes.  Invoices  and  statement 
whicn  have  the  ^^landed'^  and 


HlVl 


mei^rate-l(X)I<f  of  the  issuer,  can  be 
•ut  with  raw  alphanumeric  data 


\o«  /;:&;>. ' 


It's  What 

More  And  More  Corporate 

Giants  Are  Doing  lb 

Shrinl<  Their  Paper 

Storage  Problems. 

Remember  those  people  who  pre- 
dicted the  computer  would  turn  us  into 
^^the  paperless  society^  Theyi^e  now 
drowning  in  their  own  predictions. 
Small  wonder,  at  Anacomp,  fiche  are 
doing  swimmingly  well.  As  the  inven- 
tor, innovator  and  industry  leader  in  the 
mioDPraphics  field^  our  wbnder  Fiche 
are  perromiing  miracles  for  more  and 
more  major  corporations.  Virtually  all 
of  the  1^000  largest  corporations  in 
America  have  a  relationship  with  us. 

It  Ain't  The  Same  Old 
Fiche  Stoiy 


If  your  company  would  lil<e  to 
reduce  the  paper  mountain  that  stands 
betweenyou  and  your  corporate  goals, 
you  neecf  Anacomp  But  whether  you 
should  own  and  operate  your  own 
systems -or  whether  it  mal<es  more 
sense  for  us  to  handle  your  informa- 
tion and  image  management  for 
you  through  an  Anacomp  Service 
Bureau  -  is  a  question  best  answered 
in  person.  So  for  more  informa- 
tion, vvTite  J.  Mark  Woods,  Chief 
Operating  Officer  Executive 
Vice  President^  Anacomp,  Inc., 
One  Bud<head  Plaza  3060 
Peachtree  Road,  N.  W,  Suite 
17TX),  Atlanta,  Geoiyia  30305. 
Or  simply  call  404-262-2667 
And  let  us  show  you  how  fiche 
and  chips  are  a  blue  chip  investment 
for  your  company 


THE  IMACE  OF  THE  FUTURE. 

anacomF 


'£J  1V90  Anacomp.  Inc  .  Anacomp  and  DatagraphiX  arr  registered 
trademarks  of  Anacomp,  Inc.  DatagraphiX  2f  J(K}(and  XFP  2(KX)),  Advanced 
Function  indexing  and  AN  ATRIEVE  are  trademarks  of  Anacomp,  Inc 


A  promise  tnat  recovering  rrom  surgery  won't  mean  recovering  rrom  the  mils. 


my, 


A  promise  that  the  only  anxiety  ahout  having  the  hahy  will  he  ahout  having  the  hah 


A  promise  you'll  have  more  to  rely  on  than  a  gold  w^atch  and  a  slap  on  the  hack. 


tspoi 


elon 
tttsi 

mill 
Thf 


fcpu 


Wnen  the  people  wno  work  ror  you  give  so  much,  they're  keeping  a  promise.  That  s  why  it  s 
important  ror  you  to  keep  your  promises  to  them.  We  can  help.  WkK 

MassMutual 

©1989  Massachusells  Mutual  Lile  Insurance  Co,  Sprrngdeld,  MA  01111  We    Help    yOU     Keep    yOUr    pi'OmiSeS.- 
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Commentary 

on  Events  at  Home  and  Abroad 

By  (]aspar\V  Weinberger,  Publisher 


BRITISH  ECONOMISTS  STILL  FOR  SOCIALISM 


A 


London,  June  1990 — Economists — at  least,  British 
economists — may  be  among  our  most  self-destructive  pro- 
fessions. A  recent  survey  titled  "British  Economic  Opin- 
ion: Survey  of  1,000  Economists"  shows  that  most  still 
believe  the  old  conventional  wisdom  now  being  rejected 
almost  daily  by  Eastern  Europe's  old  socialist  economies, 
and  rejected  over  ten  years  ago  by  Margaret  Thatcher  and 
Ronald  Reagan. 

Here  are  a  few  of  the  findings  of  the  survey: 

•  75%  said  that  increasing  government  spending  is  bet- 
ter for  the  economy  than  cutting  taxes. 

•  Big  majorities  favor  increasing  —  at  least  holding 
level  —  government  spending. 

•  Big  majorities  also  favor  "positive  action"  by  the  gov- 
ernment to  redistribute  income. 

•  Only  a  small  majority  opposes  using  the  1970s-style 
wage  and  price  controls  to  halt  inflation,  although  even 
the  Labor  Party  now  opposes  such  controls. 

•  Most  of  the  economists  feel  that  privatization  by  itself 
does  nothing  to  improve  efficiency  and  reduce  costs. 

Indeed,  the  results  of  this  1990  survey  show  that  few,  if 
any,  British  economists  have  changed  their  minds  since 
the  1981  letter  of  364  British  economists  to  the  London 
Times  predicting  that  Mrs.  Thatcher's  policies  and  the 
espousal  of  monetarism  would  lead  to  economic  and  social 
disaster.  That  letter  was  sent  to  the  paper  just  a  few  weeks 
before  the  British  economy  began  its  climb  out  of  the  deep 
recession  into  which  it  had  been  plunged  by  the  old  eco- 
nomic conventional  wisdom  of  the  1960s  and  1970s. 

The  Cambridge  professor  who  organized  that  letter  is 
unrepentant.  While  "faith  in  the  use  of  the  market  has 
probably  increased,"  one,  of  course,  should  not  hesitate  to 
"tame  markets  when  they  produce  results  which  are  not  in 
the  public  interest."  Presumably,  this  means  that  an  end  to 
depression,  the  improved  standard  of  living,  higher  employ- 
ment, and  lower  inflation  which  Mrs.  Thatcher's  policies 
have  provided  since  1980  "are  not  in  the  public  interest." 

One  of  the  oddest  features  of  the  survey  is  that  it  showed 
that  all  the  dramatic  rejections  of  controlled,  planned 
economics  in,  among  other  countries,  Poland,  Czechoslo- 
vakia and  East  Germany  have  had  virtually  no  effect  on 
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the  thinking  of  the  British  economists. 

Even  in  the  Soviet  Union,  the  very  citadel  of  socialist 
economics,  there  have  been  several  welcome  signs  of 
movement  toward  an  economy  run  by  free  markets  rather 
than  a  planned  economy  run  by  an  all-powerful  state.  In 
view  of  this,  one  of  Mr.  Gorbachev's  most  puzzling  state- 
ments is  his  call  for  a  "controlled  market  economy."  Such 
language  is  explainable  only  in  political  terms:  the  pro- 
gram of  a  man  seeking  votes  of  both  warring  viewpoints. 

Not  surprisingly,  the  survey  showed  that  business  econ- 
omists— those  whose  opinions  help  guide  businesses — are 
happier  with  Mrs.  Thatcher's  revolution  than  are  academ- 
ic economists. 

Graham  Mather,  director  of  the  Institute  of  Economic 
Affairs,  which  conducted  the  survey,  said  the  majority 
opinions  have  very  little  support  in  the  outside  world. 
"Britain's  economists  are  trapped  in  the  conventional  wis- 
dom of  two  or  three  decades  ago, "  he  said.  Sir  Alan  Walters, 
former  economic  adviser  to  the  prime  minister,  summed  it 
up  most  succinctly:  "The  best  run  economies  are  usually 
those  where  the  views  of  economists  arc  ignored." 

Another  recent  poll  in  England  shows  that,  while  75%  of 
some  1,500  people  surveyed  agree  that  debt  is  a  bad  thing 
and  that,  if  people  cannot  save  the  money  to  buy  what  they 
want,  they  should  go  without,  nevertheless  more  that  66% 
of  these  same  people  arc  "happy"  to  borrow  from  banks  or 
run  well  behind  on  credit-card  payments. 

This  poll  also  disclosed  considerable  confusion  over  the 
definition  of  "debt."  Many  do  not  consider  a  home  mort- 
gage to  be  a  debt,  and  people  also  speak  of  their  "credit" 
rather  than  their  "debt." 

All  of  this  perhaps  explains  why  in  England  consumer 
spending  is  still  high,  even  though  inflation,  despite  some 
real  reductions,  is  still  high  enough  to  squeeze  down 
disposable  income. 

*  *  * 

For  those  who  still  think  that  1992  and  the  European 
Common  Market  means  only  a  common  market  and  not 
an  attempt  to  go  further,  consider  this:  A  committee  of  the 
European  Parliament  demands  that  all  member  countries 
give  all  dogs  unlimited  rights  to  unhindered  travel. 
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Diamond  Settings 

thati-ast 


Drilling  a  deep  hole  oil  well  in  the  ocean  floor  may  be  the  toughest 
environment  in  which  any  diamond  ever  finds  itself. 

The  drill  bits  used  by  offshore  drillers  are  made  of  diamonds,  one  of  the 
hardest  materials  known  to  man.  But  what  kind  of  setting  would  you  use 

for  such  a  gem?  The  best  setting  manufacturers  in  the  world  use  a 

surprisingly  small,  amazingly  tough  cylindrical  stud  produced  by  Fansteel 

Hydro  Carbide.  This  stud  —  which  measures  one  inch  in  height  and  one 

half  inch  in  diameter  —  is  made  of  Tungsten  Carbide,  which  is  itself  one 

of  the  hardest  of  man-made  materials. 

It  takes  a  lot  to  hold  a  bit  in  place  while  it  works  around  the  clock  to  cut 

through  the  ocean  floor.  It  takes  engineering  ingenuity,  metallurgical 

know-how,  and  uncompromising  manufacturing  standards.  It  takes  much 

more  than  a  metal  former  ...  it  takes  a  diamond  setter.  Fansteel  Hydro 

Carbide;  another  reason  it  will  pay  you  to  know  more  about  us. 

An  integrated  producer  of  aircraft/aerospace, 
rtietalworking  and  energy-related  products. 
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FANSTEEL  INC.  •  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (708)  689-4900 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


Output  and  new 
orders  have 
rebounded 


Most  industrial 

sectors  share  in 

the  uptick 


The  best  news 

is  a  rise 

in  exports 


IS  THE  RECESSION  IN  MANUFACTURING  OVER? 

To  JUDGE  FROM  SOME  EARLY  RETURNS,   MANUFACTURING  in  the  U.S. 

seems  to  be  emerging  from  the  leanest  period  it  has  had  this  economic 
recovery. 

The  influential  National  Association  of  Purchasing  Managers'  survey 
for  May  produced  an  overall  index  of  50.7 — anything  over  50  indicates 
a  generally  expanding  manufacturing  economy.  This  followed  a  50.2 
index  in  April,  which  reversed  1 1  straight  months  of  an  overall  index 
below  50. 

The  government's  official  industrial  production  index  also  shows  a 
generally  improving  trend  since  February,  helped  by  a  rebound  in  auto 
production  in  the  U.S.,  by  both  Detroit's  big  three  (which  face  labor 
negotiations  next  fall)  and  the  foreign-owned  manufacturers.  New 
manufacturing  orders  are  also  up,  for  the  fourth  consecutive  month, 
reports  the  purchasing  managers  survey. 

Chemicals,  pharmaceuticals  and  oil  refining  continue  their 
long-running  healthy  growth.  So  do  suppliers  of  materials  used  in  road 
construction  and  repair.  Demand  for  basic  industrial  materials,  like 
primary  metals  and  metal  fabrication,  and  even  wood,  is  surprisingly 
strong. 

Demand  for  investment  goods,  both  here  and  abroad,  has  resulted  in  a 
steady  growth  of  around  4.5%  for  nonelectrical  machinery  output. 
Fueled  by  falling  relative  prices,  by  far  the  best  overall  performance  is 
the  11%  growth  in  output  over  a  year  ago  in  computers  and  telecom- 
munications equipment. 

Defense  suppliers  face  a  downturn  because  o/  budget  hurdles,  but  it 
will  be  less  painful — this  year — than  often  predicted.  Meanwhile, 
massive  new  orders  for  jet  airliners  still  pour  in  (Korean  Air  was  the 
latest,  with  a  $4  billion  order  for  Boeing). 

There  are  weak  spots.  The  once-buoyant  paper  industry,  for  instance, 
is  off  the  boil.  Slow  overall  economic  growth  has  cut  into  demand  for 
linerboard  and  for  corrugated  packaging;  their  prices  have  been  drop- 
ping since  February.  Demand  for  printing  paper  is  also  down  because  of 
the  general  cutback  in  advertising. 

Despite  rising  demand,  price  inflation  of  industrial  materials  con- 
tinues to  moderate.  Finished  goods  prices  in  May  were  rising  at  a  3. 1  % 
annual  rate,  down  from  around  5%  earlier  in  the  year.  The  prices  of 
intermediate  materials  are  static,  and  basic  materials  have  fallen  for 
four  months.  Falling  oil  prices  should  continue  to  ease  fears  that 
inflation  may  take  off. 

Perhaps  the  best  future  prospect  is  in  exports.  Manufactured  exports 
have  been  tending  upward  for  the  past  six  months  and  imports, 
especially  of  autos,  downward.  And  capital  goods  exports  have  also 
been  rising,  notably  to  Western  Europe,  where  the  U.S.  has  enjoyed  an 
overall  merchandise  trade  surplus  for  the  past  three  months. 
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The  Forbes  Index 
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Consumers  are  consuming  less.  May  retail  sales  were  off 
0.7%  from  April.  On  an  inflation-adjusted  basis,  retail 
sales  are  actually  0.4%  lower  than  they  were  12  months 
ago.  Consumer  installment  credit  is  up,  but  only  by  a 
modest  1.2%  so  far  this  year.  One  reason  for  the  sluggish 
growth  in  consumer  lending  is  the  weakness  in  auto  sales. 
Industrial  production  crept  up  0.6%  in  May  while  the 
Consumer  Price  Index  rose  0.2% .  The  preliminary  Forbes 
Index  shows  a  0.2%  gain  in  May,  but  this  figure  is  likely  to 
change  once,  the  remaining  components  are  reported. 


Ottier  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

10.0% 

Auto  sales  year  to  date  vs.  1989' 

Ward's  Automotive 

-6.0% 

Index  of  leading  indicators  April  vs.  Marcti 

Dept  of  Commerce 

-0.2% 

Trade  balance  last  12  monttis  ending  April  1990 

Dept  of  Commerce 

-J93  bil 

Producer  price  indei  May  vs.  1989^ 

Dept  of  Labor 

3,1%' 

GNP  tst  quarter  vs.  4tli — annualized  growth 

Dept  of  Commerce 

1.3% 

NBER  Experimental  Recession  Index'' 

Natl  Bureau  of  Economic  Research 

6,0% 

'U  S    based  manufacturers,  excludes  imports,  as  o(  6,'10/90 

'Finished  goods  Mpril  1990, 

Index  Components 


The  Forbes  Index  is  a  measure  of  US  economic  activity 
composed  of  8  equally  weighted  elements.  Total  industrial 
production,  new  claims  for  unemployment  compensation,  the 
cost  of  services  relative  to  all  consumer  prices,  new  housing 
starts,  total  retail  sales,  the  level  of  new  orders  for  durable 
goods  compared  with  manufacturers'  inventories,  personal 
income,  total  consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10  series  of 
U.S.  government  data.  The  last  14  months'  data  for  each 
series  are  presented  below. 
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Manufacturers'  new  orders  and  inventories 

(Sbillions)  seasonally  adjusted  (Dept,  of  Commerce) 


Industrial  production  index  (1987=  100) 
seasonally  adjusted  (Federal  Reserve) 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


2850 
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2650 


2550 


Personal  income  (Sbillions)  wage  and  salary  disburse- 
ments, seasonally  adjusted  (Dept,  of  Commerce) 


New  unemployment  claims  average  tor  month 
(thousands)  seasonally  adjusted  (Dept.  of  Labor) 


Retail  sales  (Sbillions) 

seasonally  adjusted  (Dept.  of  Commerce) 


Consumer  installment  credit  (Sbillions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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For  a  copy  of  the  1989  Bally  Annuo!  Report  coll  1-800-34-BALLY 
or  write  Bally  Monufocturing  Corporation,  8700  West  BrynMowr,  Ghkdgo>  Illinois  60631. ' 
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If  the  rewards  of  driving  a  high  performance  car  seem 
inextricably  linked  to  a  spartan  interior,  we'd  like  to 
offer  a  few  words  of  comfort. 
The  Jaguar  XJ-S. 

Inside  the  cabin,  an  environment  of  refined  luxury 
and  elegance  surrounds  you.  Highly  polished  burl  wal- 
nut graces  the  fascia,  console  and  door  waist  rails. 

A  BLENDING 


Hand-tailored  leather  adorns  the  seats  and  armi  tssivi 
and  power-adjustable  lumbar  supports  ensure  coi 
for  even  the  lengthiest  tours.  Jaguar's  80- watt  s 
system  delivers  near  concert  hall  quality  sound 
plays  through  four  acoustically  matched  speakers. 
Under  the  elegantly  sloped  hood  lies  Jaguar's 
head  cam  V-12  engine.  This  5.3-liter  powerplant 
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Tj  'essive  for  its  smoothness  and  refinement  as  for  the 
r  horsepower  it  generates.  Modified  for  racing,  it 
;  ered  Jaguar  to  first  and  second  place  in  the  grueling 
fours  of  Daytona  this  year. 

faguar's  four-wheel,  fully  independent  suspension 
im  provides  a  smooth,  surefooted  ride.  And  for 
ident  stopping,  even  on  slick  surfaces,  the  XJ-S 
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coupe  is  equipped  with  four-wheel  disc  brakes  and  a 
Teves  advanced  anti-lock  (ABS)  braking  system. 

In  an  era  when  exhilarating  performance  seems  to 
preclude  a  tradition  of  luxury,  the  XJ-S  coupe  provides 
a  most  welcome  exception. 

We  invite  you  to  test  drive  the  Jaguar  XJ-S.  For 
your  nearest  dealer,  call  1-800-4- JAGUAR. 

JAGUAR 


Forbes 


In  the  face  of  an  industr}^  glut,  Maniott  Corp.  continues  building  \ 
new  hotels.  Why^  isnt  management  more  worried? 


Don't  stop  now 
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By  John  H.  Tajior 


AT  A  TIME  when  hotel  occupancy 
rates  average  64% — four  per- 
b  centage  points  below  the 
break-even  rate — J.W.  (Bill)  Marriott 
Jr.  is  continuing  an  expansion  pro- 
gram that  will  nearly  double  the  num- 
ber of  his  hotels  by  the  mid-1990s 
from  the  current  558. 

But  faced  with  a  growing  glut  of 
hotel  rooms  and  shaky  real  estate 
prices,  even  Bill  Marriott  is  quietly 
cutting  back.  Marriott  Corp.  will  slow 
the  pace  of  construction  next  year, 
cutting  capital  expenditures  from 
$1.5  billion  in  1990  to  less  than  $1 
billion  in  1991.  Last  month,  without 
fanfare,  Marriott  laid  off  almost  20% 
of  the  staff  responsible  for  designing 
new  hotels. 

Marriott,  the  Bethesda,  Md. -based 
lodging  and  contract  services  compa- 
ny, produced  spectacular  15%  com- 
poimded  annual  earnings  per  share 
growth  through  the  1980s  by  aggres- 
sively building  new  hotels  and  then 
selling  them  at  a  profit  to  investors, 
most  of  them  in  limited  partnerships. 
In  those  deals,  Marriott  acted  as  gen- 
eral partner  and  took  back  manage- 
ment contracts,  in  the  process  build- 
ing its  annual  revenues  to  last  year's 
$7.5  billion. 

But  these  days,  with  discounting  of 
room  rates  common  and  tax  incen- 
tives for  owning  moneylosing  hotels 
eliminated,  investors  interested  in 
hotel  partnerships  are  scarcer.  As  of 
last  month,  a  new  $83  million  Marri- 
ott limited  partnership  offering  un- 
derwritten by  Merrill  Lynch  was  only 
70%  complete,  some  seven  months 
after  its  inception.  Through  mid-June 
Marriott  had  sold  only  $650  million  of 
the  $2  billion  in  properties  it  hoped  to 
sell  this  year.  More  than  $350  million 
of  that  $650  million  came  from  the 
sale  of  the  Roy  Rogers  fast-food  chain, 
not  hotels. 

Marriott  badly  needs  more  asset 
sales  to  pay  for  construction  already 
under  way.  Operating  cash  flow  last 
year  was  slightly  more  than  $500  mil- 
lion, but  Marriott  spent  some  $1.4 
billion  on  capital  expenditures,  mak- 
ing up  the  difference  by  selling  $1.1 
billion  worth  of  properties. 

Now,  because  of  the  sorry  state  of 
the  hotel  business  generally,  several  of 
Marriott's  existing  partnerships  have 
become  a  cash  drain.  Recently  re- 
leased financial  documents  for  its  ten 
public  limited  partnerships  reveal  that 
only  five  of  the  partnerships  generated 
enough  cash  flow  from  operations  last 
year  to  service  the  partnership's  debt. 
When  cash  flow  falls  short,  Marriott 
makes  cash  advances  to  the  partner- 


ships in  accordance  with  loan  guaran- 
tees it  made  to  the  banks  or  prior 
agreements  with  the  partners. 

Marriott  doesn't  always  get  its 
money  back.  Last  year  Marriott  wrote 
off  $77  million  in  loans  and  advances 
it  made  to  partnerships.  The  writeoff 
was  one  reason  Marriott  earnings  fell 
from  $232  million,  or  $1.95  a  share,  in 
1988,  to  $177  million,  or  $1.58  a 
share,  last  year. 

Another  cloud  hangs  over  its  future 
profit  and  loss  statements:  A  compa- 
ny like  Marriott  is  permitted  by  ac- 
counting rules  to  carry  new  hotels  as 
"assets  held  for  sale"  on  its  balance 
sheet  for  only  one  year.  After  that,  the 
interest  and  other  costs  related  to  the 


at  all  the  criticism  of  their  invest- 
ments here,  seem  to  be  holding  back. 
"The  Japanese  are  going  to  be  more 
cautious  about  U.S.  investments  and 
expect  greater  returns,"  says  J.  Paul 
DeMyer,  national  director  of  hospital- 
ity consulting  at  Kenneth  Leventhal 
&.  Co.  in  Los  Angeles.  "Right  now,  the 
sizzle  is  in  Europe." 

All  this  building  plus  an  aggressive 
stock  buyback  program  has  increased 
Marriott's  debt-to-equity  ratio  from 
1.7-to-l  at  the  end  of  1986  to  a  recent 
7.4-to-l.  Concerned  by  this  trend, 
Moody's  and  Standard  &  Poor's  re- 
cently urged  Marriott  to  curtail  the 
repurchase  program.  Marriott  acqui- 
esced. This  will  likely  further  depress 
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Chief  I'hmucuil  (Jjjiccr  William  J  Shair 

Will  the  Japanese,  Europeans  and  V.S.  pensionfunds  really  bail  him  out? 


operation  of  the  hotels  have  to  be  ex- 
pensed rather  than  capitalized.  Hotels 
rarely  make  money  during  the  first 
three  years  of  operations.  If  a  large 
number  of  properties,  as  seems  possi- 
ble, could  not  be  sold,  part  of  Mar- 
riott's earnings  would  be  wiped  out. 

Even  if  Marriott  sells  all  88  hotels  it 
built  last  year,  it  will  have  little  time 
to  celebrate.  Nearly  100  hotels  are 
scheduled  for  completion  this  year, 
with  about  60  more  on  the  way  in 
I99I,  even  with  the  cutbacks. 

Marriott  Chief  Financial  Officer 
William  J.  Shaw  says  not  to  worry: 
The  Japanese  will  buy,  along  with  Eu- 
ropeans and  American  pension  funds. 
But  the  Japanese,  worried  by  the  real 
estate  picture  and  somewhat  alarmed 
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Marriott's  stock,  trading  recently  at 
25  a  share,  since  30%  of  the  trading 
volume  in  the  first  quarter  came  from 
repurchases. 

A  more  cautious  company  might 
have  stopped  new  construction  en- 
tirely under  the  circumstances,  but 
Bill  Marriott,  while  willing  to  trim 
schedules,  isn't  willing  to  stop  build- 
ing new  hotels  in  the  face  of  what  he 
seems  to  feel  is  just  a  temporary  glut. 
"I  believe  very  strongly  that  you  build 
a  competitive  advantage  through  dis- 
tribution," says  a  confident  Marriott. 
"The  more  product  you  have  out 
there,  the  stronger  your  position  is 
going  to  become."  Or  to  rephrase  a 
cliche:  When  the  going  gets  tough,  the 
tough  keep  going.   ■ 
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Among  the  spoils  from  a  huge  patent  in- 
fringement case,  Baker  Hughes  Inc.  got 
Dresser  Inc.  's  stake  in  Titan  Services.  It  now 
wants  to  be  rid  of  it. 

Hot  potato? 


By  James  R.  Norman 


IF  ALL  GOES  AS  PLANNED,  Baker 
Hughes  Inc.,  the  Houston-based 
oilfield  drill-bit  maker,  will  tap 
the  public  markets  in  mid-July  for 
about  $200  million  by  selling  80%  of 
one  of  its  units,  bj  Services  Co. 

On  the  surface,  bj  looks  like  a  little 
gem.  It  earned  $5.5  million  last  year 
on  $317  million  in  revenues,  even 
though  the  U.S.  drilling  rig  count 
bumps  along  at  less  than  25%  of  its 
1 98 1  peak.  With  imports  again  creep- 
ing up  to  about  50%  of  the  nation's  oil 
use,  another  unexpected  interruption 
in  foreign  supplies  would  trigger  an- 
other domestic  drilling  boom.  To 
some,  that  scenario  seems  like  a  good 
bet.  If  so,  companies  like  bj  would 
benefit  enormously. 

But  there's  a  cloud  on  bj's  Texas 
horizon,  in  the  form  of  a  little-noticed 
treble  damage  suit  against  the  compa- 
ny that  goes  to  trial  in  a  Midland,  Tex. 
federal  courtroom  July  23.  This  is  no 
penny-ante  suit.  It  seeks  some  $400 
million  in  damages  and  goes  beyond 
your  typical  spitting  match  between 
litigious  Texans.  It  promises  to  be  a 
real  shoot-out,  replete  with  whistle- 
blowers,  nasty  charges  all  around  and 
the  allegation  of  a  scam  that  would 
rank  as  one  of  the  more  outrageous  to 
surface  in  Texas  in  recent  years. 

Baker  Hughes  got  what  is  now  bj 
Services  two  years  ago  in  partial  settle- 
ment of  a  massive  patent  infringement 
case  it  won  against  Dresser  Industries, 
Inc.  In  1985  Dresser  put  its  Titan  Ser- 
vices unit  into  a  joint  venture  with 
Baker  Hughes,  called  Bj-Titan'Services 
Co.,  in  which  Baker  Hughes  had  a 
72%  interest.  Dresser  gave  up  its  28% 
stake  to  Baker  Hughes  in  1988  along 
with  $23  million  cash  to  settle  the  suit 
over  drill-bit  design. 

The  plaintiff  now  is  Parker  &  Pars 
ley  Petroleum  Co.,  the  nation's  larg 
est  sponsor  of  public  drilling  partner- 
ships. P&.P  says  it  was  systematically 
shortchanged  in  the  1980s  by  Bj-Titan 
on  the  purchase  of  materials  used  to 
boost  production  of  oil  and  gas  in  541 
West  Texas  wells.  In  a  process  known 
as  fracturing,  sand  and  chemicals  are 
used  to  prop  open  cracks  made  in  un 
derground  rocks  to  free  up  oil  and  gas 
flows.  P&.P  claims  it  got  only  half  the 
materials  it  paid  for,  and  is  out  some 
$20  million.  Add  at  least  $100  million 
for  lost  production,  treble  the  dam- 
ages— the  suit's  being  brought  under 
the  federal  racketeering  statute  that 
allows  for  that — and  pretty  soon 
you're  talking  real  money. 

Defendants  bj  Services,  Baker 
Hughes  and  Dresser  deny  any  grand 
scheme    to    shortchange    p&.p,    and 
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blame  the  alleged  cheating  on  one 
crooked  manager,  bj  has  reserved 
what  looks  to  be  at  most  $16  million 
for  any  claim^an  amount  that  indi- 
cates it  doesn't  think  the  p&p  allega- 
tions carry  much  weight.  To  reassure 
BJ  investors,  Baker  Hughes  has  in- 
demnified BJ  from  any  higher  loss  if 
P&.P  wins.  In  its  10-K,  Baker  Hughes 
says  it  "expects  no  material  adverse 
effect"  from  the  lawsuit.  Moreover, 
Baker  Hughes  claims  it  can  go  after 
Dresser  if  it  loses. 

What  you  won't  find  in  bj's  prelimi- 
nary stock  prospectus  is  that  p&p  has 
a  smoking  gun.  Portions  of  sworn 
statements  that  are  in  the  public  rec- 
ord include  testimony  from  a  former 
Titan  manager  who  says  he  ran  the 
shortchanging  scam  for  years  with  the 
knowledge  and  the  blessing  of  his 
higher-ups  at  Dresser.  Statements  of 
at  least  five  other  co-workers,  some  of 
whom  are  still  employed  at  bj  Ser- 
vices, also  confirm  the  cheating. 

The  manager,  Gary  (Zeke)  Lancas- 
ter, says  Bj-Titan  consistently  deliv- 
ered less  material  to  the  p&p  job  sites 
than  p&p  was  billed  for.  With  the  re- 
sult that  Lancaster's  district  was  Ti- 
tan's most  profitable,  despite  rampant 
industry  price-cutting  at  a  time  when 
oil  prices  were  falling.  The  deposi- 
tions indicate  the  scam  ended  only  in 
1988  when  Lancaster  was  demoted  for 
allegedly  submitting  false  invoices  to 
Dresser  covering,  among  other  things, 
repairs  to  his  girlfriend's  car.  Rather 
than  take  the  demotion,  Lancaster 
quit  and  turned  whistle-blower. 

Lancaster  claims  he  shortchanged 
other  unidentified  customers  besides 
p&p.  Since  it's  only  indemnified 
against  the  p&p  claims,  bj  could  be 
clobbered  by  other  suits  as  well,  if 
more  specific  allegations  come  out  at 
trial.  And  there's  no  indemnity  against 
a  falloff  in  bj's  market  share  if  p&p's 
■  claims  scare  off  other  customers. 

Baker  Hughes  insists  it's  getting 
I  out  now  for  "strategic  reasons":  It 
wants  to  be  number  one  or  number 
two  in  all  its  businesses,  bj,  though  a 
good  little  company,  is  third  in  its 
field  behind  Halliburton  Co.  and 
Dowell  Schlumberger.  There's  no 
panic  to  sell  over  the  p&.p  suit,  insists 
Richard  K.  Gordon,  a  First  Boston 
managing  director  who  is  working  on 
the  deal:  "We've  done  our  due  dili- 
gence. We  wouldn't  be  taking  some- 
thing public  and  face  a  major  judg- 
ment. Baker  Hughes  will  take  any  re- 
sidual risk"  in  the  p&p  suit. 

In  the  P&.P  suit.  But  if  P&.P  were  to 

win,  other  customers  might  step  for- 

1  ward  and  claim  damages.  In  that  case, 

[■  bj's  new  majority  shareholders  could 

i  be  in  for  an  unwelcome  surprise.  ■ 


By  Janet  Flovack 


Politicians  are  determined  to  expand 
health  benefits  for  the  elderly  and  poor.  But 
they  fear  voters  won  Y  want  to  pay  for  them. 
So  they  re  expanding  quietly  and  making 
the  states  pay  much  of  the  bill. 

Backdoor 
health  care 


to  pay  old  poor  people's  Medicare  pre- 
miums and  the  share  of  their  doctor 
and  hospital  bills  Medicare  doesn't 
now  pay. 

Moreover,  in  October  the  states 
will  have  to  start  paying  nursing 
homes  (which  already  receive  45%  of 
their  revenue  from  Medicaid)  more  to 
cover  the  costs  of  new  federally  man- 
dated nursing  home  standards.  John 
Rodriguez,  director  of  California's 
$6.9  billion  (fiscal  1990)  Medicaid 
program,  says  these  changes  alone 
will  cost  California's  Medicaid  pro- 
gram at  least  $400  million  a  year.  He 
says  he  may  well  not  have  the  $400 
million  and  may  try  to  delay  adopting 
the  new  standards. 

During  the  early  1980s  many  states 
gave  Medicaid  benefits  only  to  the 
desperately  poor  and  set  low  fees  for 
hospitals  and  doctors  treating  these 
patients.  Now  the  trend  is  toward 
higher  fees  and  more  patients. 

In  June  the  U.S.  Supreme  Court 
ruled  health  care  providers  can  sue 
the  states  in  federal  court  for  higher 
Medicaid  reimbursements.  The  deci- 
sion upheld  what  has  been  common 
practice  for  some  time;  nursing 
homes  have  been  going  to  court  since 


A  STRAIGHTFORWARD  politician 
who  wants  to  increase  medical 
i  benefits  for  the  elderly  or  poor 
would  ask  voters  to  pay  more  taxes  to 
fund  the  extra  spending.  That's  what 
Congress  did  in  1988  when  it  expand- 
ed the  federal  Medicare  program  for 
the  elderly  to  cover  the  cost  of  cata- 
strophic illnesses.  It  slapped  a  tax  on 
senior  citizens  to  pay  for  the  expan- 
sion. But  the  elderly  rebelled  and  Con- 
gress repealed  the  tax  and  the  new 
Medicare  benefits. 

Yet  congressmen  intent  upon  ex- 
panding health  benefits  arc  unde- 
terred. They're  slipping  in  changes  via 
the  back  door  in  hopes  that  taxpayers 
won't  notice  until  it's  too  late.  And 
they're  sticking  the  already  pressed 
states  with  a  big  piece  of  the  bill. 

Little  by  little,  politicians  like  Rep- 
resentative Henry  Waxman  (D-Calif.) 
and  Senator  Lloyd  Bentsen  (D-Tex.) 
have  been  expanding  Medicaid.  A  part 
of  the  country's  welfare  system,  Med- 
icaid is  a  joint  program  between  the 
federal  government  and  participating 
states:  The  states  pick  up  around  44% 
of  the  cost,  on  average;  the  federal 
government  pays  the  balance.  Thus, 
for  every  extra  dollar  of  Medicaid 
benefits  the  feds  can  mandate,  they 
need  pay  only  56  cents.  As  Gerald 
Miller,  executive  director  of  the  Na- 
tional Association  of  State  Budget  Of- 
ficers, puts  it:  "There's  a  slow  move- 
ment toward  national  health  insur- 
ance, and  the  states  are  being  forced 
to  pay  half  the  bill." 

So  when  Congress  repealed  the 
Medicare  expansion  last  year,   it 
left  intact  provisions  of  the  same 
law  mandating  that  Medicaid  cover 
'  nursing  home  bills  for  more  of  the 
middle  class.  It  also  forced  Medicaid 


Miihai-I  Sloan 


I  FORBES,  JULY  9,  1990 


39 


the  1970s  and,  more  recently,  hospi- 
tals have  been  suing  and  winning  big. 
In  1988,  for  example,  three  Colorado 
hospitals  sued  for  higher  Medicaid  re- 
imbursements; the  state  lost  and  is 
negotiating  a  settlement  that  will 
raise  Medicaid  payments  to  all  Colo- 
rado hospitals  by  about  40%.  Federal 
courts  have  also  found  Pennsylvania's 
and  Michigan's  Medicaid  hospital 
payment  plans  too  cheap. 

Meanwhile,  Congress  is  busily  in- 
creasing the  number  of  people  who 
qualify  for  Medicaid  benefits  and,  in 
some  cases,  ordering  higher  Medicaid 
payments  to  doctors.  In  the  early 
1980s  only  children  whose  families 
received  welfare  routinely  got  Medic- 
aid. But  Congress  has  been  gradually 
sevenng  the  links  between  welfare 
and  Medicaid.  As  of  April  it  required 
states  to  cover  pregnant  women  and 
children  up  to  the  age  of  6  with  family 
incomes  up  to  133%  of  the  poverty 
line  (that  is  up  to  $14,045  for  a  family 
of  three).  And  if  California's  Repre- 
sentative Waxman,  who  pushed  earli- 
er expansions,  has  his  way,  states  will 
have  to  cover  pregnant  women  and 
infants  whose  incomes  come  to  185% 
of  the  poverty  line.  Under  another 
Waxman  proposal,  states  would  even- 
tually be  forced  to  cover  all  older  chil- 
dren with  incomes  up  to  the  poverty 
line,  adding  more  than  2.5  million 
Medicaid  recipients. 

How  expensive  is  this  creeping  na- 
tional health  care  program?  Very. 
Texas  Medicaid  Director  Donald  Kel- 
ley  predicts  Medicaid  spending  during 
Texas'  next  two-year  budget  period 
(September  1991  to  September  1993) 
will  hit  $5  billion,  up  from  about  $3 
billion  this  cycle.  But  the  increase 
could  be  even  larger:  As  many  as  40% 
of  Texans  eligible  for  Medicaid  still 
haven't  signed  up,  Kelley  warns. 

For  fiscal  1990  Medicaid  cost  the 
nation  almost  $72  billion.  The  Na- 
tional Association  of  State  Budget  Of- 
ficers' Miller  expects  Medicaid  spend- 
ing to  climb  at  least  17%  in  fiscal 
1991.  That's  an  increase  of  more  than 
$12  billion,  or  additional  costs  to  the 
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states  of  almost  $5.5  billion,  making 
Medicaid  the  fastest-growing  part  of 
states'  budgets.  In  part  as  a  result  of 
Medicaid's  growth,  Steven  Gold,  di- 
rector of  the  Center  for  the  Study  of 
the  States,  predicts  states  will  raise 
taxes  by  at  least  $10  billion  next  year, 
makingT991  "one  of  the  biggest  years 
ever  for  state  tax  increases." 

Food  for  thought:  The  states  partici- 
pate voluntarily  in  Medicaid,  and 
when  they  do,  they  must  comply  with 


all  federal  mandates.  But  any  state 
could  drop  out  of  the  program  if  it  so 
wished.  Currently  no  one  wants  or 
expects  that  to  happen.  But,  says  Flor- 
ida Medicaid  Director  Gary  Clarke, 
whose  budget  has  grown  an  average  of 
26%  a  year  for  four  years  in  a  row: 
"Medicaid  is  exploding.  If  things  keep 
going  this  way,  one  of  these  days  one 
of  the  states  is  going  to  wake  up  and 
say  'I  can't  take  it  anymore.  You  can 
have  this  program  back.'  "  ■ 


So  disastrous  have  most  oil  and  gas  part- 
nerships been  the  past  few  years  and  so  fed 
up  are  their  investors  that  now  may  be  an 
opportune  time  to  invest. 

Rummaging 

through 
the  oil  patch 


nerships  that  were  promoted  aggres- 
sively in  the  early  and  mid-1980s  by 
Petro-Lewis  and  Damson  Oil  eventu- 
ally left  investors  empty-handed. 

Nor  have  the  clouds  passed  entirely 
from  the  business.  Struggling  under  a 
heavy  debt  load,  former  corporate 
raider  T.  Boone  Pickens  recently  had 
to  eliminate  dividends  to  holders  in 
his  Mesa  Limited  Partnership.  Mesa 
doesn't  expect  to  make  a  payout  until 
gas  prices  improve  significantly,  and 
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DESPITE  THE  RECENT  Weakness 
of  oil  prices,  some  smart  in- 
vestors foresee  a  rebound  in 
the  oil  patch  over  the  next  few  years. 
Surprisingly,  limited  partnerships 
may  be  one  of  the  best  ways  to  play. 
Yes,  partnerships,  the  very  vehicles 
that  burned  their  holders  badly  when 
oil  prices  took  a  steep  slide  a  few  years 
back.  Example:  Most  oil  and  gas  part- 


Bargains? 

what's  the  attraction  of  oil  and  gas  partnerships    in  mind,  these  are  not  blue-chip  investments — 
these  days?  For  one  thing,  they  often  sell  at  dis-    asset  values  are  often  imprecise,  and  dividends  can 
counts  to  their  estimated  net  asset  values.  But  bear    be  eliminated  upon  conversion  to  corporate  form. 

MLP  or  Company 

Where 
traded 

Market        Price  range 
capitalization     1989-90* 
($mil)        high        low 

Recent 
price 

Estimated 

NAV 
per  share 

Dividend 
%  discount          yield 

to  NAV               (%) 

Devon  Energy  Corp 

ASE 

$137 

14% 

4% 

12 

$20.00 

40%             none 

Diamond  Shamrock  Offshore  Partners 

NYSE 

236 

13'/8 

35/8 

4% 

7.00 

32                       9% 

Edisto  Resources  Corp 

ASE 

213 

18% 

13 

171/4 

24.00 

28                  none 

Hallwood  Energy  Partners 

ASE 

93 

171/2 

8%t 

9% 

24.00 

61                       17t 

Mesa  Limited  Partnership 

NYSE 

791 

13 '/2 

41/4 

45/8 

11.00 

58                 none 

Mission  Resource  Partners 

ASE 

32 

20'/4 

3% 

71/4 

13.00 

44                        8 

Parker  &  Parsley  Development  LP 

ASE 

90 

l8Vs 

11 5/8 

15% 

32.00 

51                       11 

Samson  Energy  LP 

ASE 

64 

171/8 

i3y8 

14% 

24.00 

40                      11 

•Jan.  1,  1989  to  mid-June.  1990     tAdjusted  for  l-for-20 

reverse  split 

^Dividend  gu; 

ranteed  o 

nly  ihrough  the  first 

quarter  of  1991. 

Sources.  Gaines,  lierlauU  Inc .  /•'<««» 

that  could  be  a  few  years  away. 

Yet  so  many  oil  and  gas  partner- 
ships have  been  beaten  down  so  low 
that — for  the  better-run  partnerships, 
at  least — it  looks  like  the  next  move 
may  be  upward.  Alan  Gaines,  presi- 
dent of  New  York-based  oil  and  gas 
investment  firm  Gaines,  Berland  Inc., 
points  out  that  most  small  and  medi- 
um-size oil  and  gas  companies  are 
trading  at  prices  equal  to  or  slightly 
exceeding  their  net  asset  values. 
Some  partnerships,  by  contrast,  can 
be  had  for  far  less  than  their  net  asset 
value  (see  table). 

Among  the  partnership  plays 
Gaines  likes  are  Parker  &  Parsley  De- 
velopment Partners  and  Diamond 
Shamrock  Offshore  Partners.  The  for- 
mer is  publicly  traded  on  the  Ameri- 
can Stock  Exchange,  the  latter  on  the 
New  York  Stock  Exchange.  Last  year 
Parker  &  Parsley  expanded  by  acquir- 
ing a  general  partner  with  sizable  oil 
and  gas  units,  from  now-bankrupt 
Southmark  Corp.  Parker  &  Parsley 
units  are  currently  selling  at  $15.75, 
well  below  their  estimated  net  asset 
value  of  $32. 

Many  people  who  have  already  in- 
vested in  partnerships  are  facing  a  net- 
tlesome  decision:  What  to  do  if  your 
partnership  is  merged  with  several 
other  partnerships  and  "rolled  up" 
into  a  master  limited  partnership?  Al- 
though investors  sometimes  benefit 
from  such  roll-ups,  the  Securities  & 
Exchange  Commission  right  now  is 
said  to  be  looking  into  various  roll- 
ups  to  see  whether  holders  are  being 

ken  for  a  ride.  Another  dilemma: 
at  to  do  when  a  partnership  elimi- 

ates  its  payout  and  makes  plans  to 
convert  itself  into  a  corporation. 

Whether  your  partnership  is  con- 
verting or  being  rolled  up,  don't  panic, 
counsels    Joseph    Tovey,    managing 
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partner  of  Tovey  &.  Co.,  a  New  York- 
based  investment  banking  firm  spe- 
cializing in  energy.  The  worst  time  to 
sell  is  probably  immediately  after  a 
roll-up  or  a  conversion  because  unit 
prices  are  already  greatly  deflated. 
Unless  a  partnership's  oil  and  gas 
properties  are  badly  depleted  or  an 
investor  is  convinced  that  energy 
prices  will  fall  sharply,  the  smartest 
thing  to  do  is  hold  on,  Tovey  says. 

In  fact,  some  cases  have  proven  that 
conversion  to  corporate  ownership 
can  work  nicely  for  investors.  One 
reason:  Earnings  and  cash  flow  that 
would  have  been  paid  out  in  large 
dividends  can  be  retained  inside  the 
company  to  fund  exploration  and  de- 
velopment of  reserves.  In  the  long 
run,  that  might  very  well  pay  off — 
especially  if  oil  or  gas  prices  begin  to 
move  up  again. 

About  two  years  ago,  for  example, 
Denver-based  Apache  Petroleum 
merged  its  master  limited  partnership 
into  Apache  Corp.,  the  New  York 
Stock  Exchange-traded  company. 
Limited  partners  received  common 
stock  in  Apache  Corp.  Within  18 
months,  Apache's  shares  more  than 
doubled. 

Likewise,  Oklahoma  City-based 
Devon  Energy  benefited  from  a  con- 
version two  years  ago  Today  Devon 
Energy  Corp.'s  Amex-listed  shares 
trade  at  12,  up  from  less  than  5  at  the 
conversion.  Gaines  says  Apache  is  al- 
most fully  valued;  but  Devon,  he 
adds,  appears  to  be  substantially  un- 
dervalued and  has  a  first-rate  manage- 
ment team  in  place. 

Another  outfit  to  watch,  in  Gaines' 
opinion,  is  Edisto  Resources,  an 
Amex-traded  company.  Late  last  year 
vEdisto  took  control  of  nrm  Energy 
Partners  in  a  share  swap.  Now  trading 
at  17'/4,  Edisto  may  have  a  net  asset 


value  per  share  of  about  $24,  Gaines 
figures.  He  bases  this  judgment  on 
Edisto's  "solid  base  of  offshore  oil  and 
gas  properties  in  the  Gulf  of  Mexico." 

For  those  who  want  to  buy  into  a 
roll-up  or  partnership  that  is  convert- 
ing to  a  corporation,  Joe  Tovey  says 
experience  has  taught  him  to  wait 
until  the  conversion  has  been  made 
and  then  buy  the  common  stock  or 
the  partnership  units  of  the  surviving 
entity.  In  other  words,  let  the  profes- 
sional investors  take  the  guesswork 
out  of  the  proper  relative  valuations. 
"The  best  time  to  buy,"  says  Tovey, 
"may  be  a  month  or  so  after  the 
switch." 

But  Tovey  and  Gaines  alike  caution 
that  investors  should  make  especially 
sure  that  ^  master  limited  partner- 
ship— even  one  that  has  recently  con- 
verted into  a  corporation — is  run  by 
people  with  a  good  track  record  and  a 
good  reputation.  Also,  Gaines  and  To- 
vey advise,  check  to  sec  that  the  gener- 
al partner  has  a  significant  portion  of 
his  or  her  net  worth  invested  in  the 
partnership  or  company.  Using  these 
guidelines,  Tovey  says  he  is  impressed 
by  Devon  Energy  Corp.  and  by  Samson 
Energy,  a  master  limited  partnership 
with  reserves  in  Oklahoma.  Tovey  be- 
lieves Samson's  current  price  of  14%  is 
only  about  60%  of  the  value  of  its 
underlying  assets. 

Another  interesting  play,  at  its  cur- 
rent depressed  levels,  is  Mesa  Limited 
Partners,  Gaines  says.  He  figures 
Mesa,  now  selling  at  4%  per  unit,  has 
a  net  asset  value  of  $1 1  to  $12.  "What- 
ever you  may  think  of  Boone  Pick- 
ens," says  Gaines,  "he  does  have 
some  very  good  operating  people,  and 
Mesa  has  a  sizable  reserve  base  to 
exploit."  Oil  and  gas  partnerships 
may  be  down,  but  a  number  of  them 
are  far  from  out.    ■ 
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The  savings  and  loan  industry^  and  U.S. 
taxpayers  are  the  big  losers  in  Houston  real 
estate.  But  for  most  losers  there  are  win- 
ners— like  Maxwell  Drever. 

How  the  vultures 
doit 


By  Snzaime  LoefTelholz 

IF  YOU  WANT  to  know  where  some 
of  the  $200  bilhon  lost  by  savings 
and  loans  went,  stop  by  Monticel- 
lo  on  Cranbrook.  Located  in  north 
Houston,  Monticello  on  Cranbrook  is 
a  244-unit  garden  apartment  complex 


built  in  1983.  The  building's  condi- 
tion belies  its  age.  Balconies  droop 
half  a  foot  between  water-rotted  sup- 
ports that  serve  as  home  to  termites 
and  ants. 

Until  January  Monticello  was 
owned  by  First  Federal  Savings  & 
Loan  Association  of  Largo,  Fla.  The 


Maxwell  Drei>er,  chief  executive  of  Drever  Partners 
Tenants  Just  love  those  fiberglass  window  friUs. 
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thrift  had  financed  this  faraway  proj- 
ect and  repossessed  it  from  the  devel- 
opers when  they  defaulted.  In  an  at- 
tempt both  cynical  and  pathetic  to 
improve  the  building's  resale  value, 
the  thrift  spent  $85,000  to  disguise 
the  decay  with  new  trim.  Then  First 
Federal  of  Largo  went  into  federal  re- 
ceivership, and  Monticello  was  sold. 

Monticello's  new  owner  is  a  part- 
nership controlled  by  Drever  Part- 
ners. (Operating  from  Houston,  Drever 
Partners  is  a  real  estate  vulture  fund. 
It  specializes  in  buying  apartment 
buildings  from  owners  who  have  no 
choice  but  to  sell. 

These  vultures  have  the  wisdom  of 
owls.  Maxwell  Drever,  chief  execu- 
tive of  the  partnership,  quickly  un- 
covered the  rotten  supports  before  he 
bought  Monticello,  and  used  them  to 
knock  the  purchase  price  down  to  $4 
million,  or  $19  a  square  foot.  That's 
one-third  the  national  average  selling 
price  for  garden  apartments. 

On  a  recent  92-degree  day  in  Hous- 
ton, Drever  Partners'  construction 
workers  were  scurrying  about  replac- 
ing shingles,  installing  new  carpets 
and  removing  refrigerators  so  overtak- 
en by  the  putrefying  rot  of  old  food 
that  they  had  to  go  straight  to  the 
dump.  The  workers  were  also 
strengthening  the  balcony  supports  at 
a  cost  of  $123,000,  not  much  more 
than  the  previous  owner  had  wasted 
on  the  trim. 

In  the  past  three  years  Drever,  49, 
has  acquired  24  apartment  complexes 
in  Houston,  mostly  from  insolvent 
thrifts  or  developers  who  were  about 
to  be  foreclosed  on.  On  average,  he 
has  paid  half  the  original  construction 
costs  of  the  properties,  which  are  be 
tween  five  and  ten  years  old.  With 
that  kind  of  discount  from  construe 
tion  cost  going  for  him,  Drever  can 
afford  to  add  some  of  the  little  details 
that  tenants  like.  Often  that  means 
adding  fiberglass  architectural  frills, 
gables  with  phony  windows,  imita 
tion  widow's  walks  or  brass  "Pent 
house"  plaques  on  third-floor  walk- 
ups.  Drever  says  he  has  been  able  to 
boost  rent  collections  on  average  by 
36%  on  Houston  properties  he  has 
owned  a  year  or  more.  He  says  the 
average  occupancy  rate  in  his  Hous- 
ton apartments  is  89%,  and  climbing 

Drever  has  spent  his  career  scav- 
enging at  the  bottom  of  real  estate 
markets.  As  a  young  man  he  began 
buying  apartments  in  Seattle  in  1971, 
when  Boeing  was  in  a  recession  and  "id 
the  city  was  written  off  by  most  in- 
vestors. Today  Seattle  shows  up  on  ^1 
everybody's  list  of  favorite  places  to 
live  and  work.  In  1980  Drever  liqui-  'b 
dated  his  early  partnerships,  earning. 
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he  says,  an  average  32%  annual  return 
for  outside  investors. 

Drever  is  both  a  bargain  hunter  and 
a  market  timer.  Besides  cheap  prices, 
he  says  he's  attracted  by  a  single  indi- 
cator: industrial  leasing.  "When  in- 
dustrial leasing  rises,  jobs  are  cre- 
ated," explains  Drever.  "And  for  ev- 
ery four  jobs  created,  one  apartment  is 
rented."  The  formula  has  worked  for 
Drever  in  Seattle,  Denver,  Columbus, 
Tampa  and  Memphis.  In  each  of  those 
cities  he  bought  apartment  complexes 
during  real  estate  recessions,  held 
them  for  about  five  years,  sold  them 
and  moved  on  to  the  next  depressed 
market.  This  migratory  pattern 
brought  him  to  Houston  in  1987, 
when  he  saw  that  industrial  leasing 
was  perking  up.  It  is  up  28%  since  the 
end  of  that  year. 

Underlying  its  $250  million  (cost) 
Houston  portfolio,  Drever  Partners 
has  about  $40  million  of  equity  in- 
vested. Drever's  limited  partners  in- 
clude the  Yale  University  Endow- 
ment Fund  and  Compton  Capital. 
Drever  himself  has  most  of  his  own 
net  worth  in  the  partnership. 

The  government's  Resolution  Trust 
Corp.  is  likely  to  sell  about  $100  bil- 
lion worth  of  real  estate  over  the  next 
-J  several  years.  Drever  believes  this  liq- 
j[  uidation  could  be  his  career's  greatest 
jj  opportunity.  To  exploit  it,  he  hopes  to 
raise  another  $200  million  in  equity 
capital.  While  he  still  thinks  Houston 
is  the  most  attractive  market,  he  is 
bidding  in  Austin  and  Dallas,  too. 

Drever  Partners  covers  its  overhead 
by  taking  a  fee  of  1%  of  gross  assets 
annually.  The  real  payoff  is  back-end- 
^j  ed:  Drever's  firm  also  gets  a  third  of 
'^,  any  capital  gains  when  a  property  is 
![jj'sold.  (Most  apartment  complexes  are 
j(,.;held  by  separate  investment  partner- 
jj,  ships.)  The  back-end  part  of  the  remu- 
IjIj  neration  could  be  rich  indeed.  One 
^  year  ago,  for  example,  Drever  bought 
jjj  1  Colony  Oaks,  a  162-unit  garden  apart- 
,jl  :ment  complex  near  Houston's  nasa 
jj.  Center.  He  paid  $4.2  million,  or  $25  a 
jjj.j  square  foot.  He  plans  to  spend  another 
JO  $1.3  million  fixing  it  up.  Against  his 
jy! investors'  $700,000  in  equity,  Drever 
.jjl assumed  $3.5  million  in  debt  at  an 
jjjiaverage  cost  of  8%.  Operating  ex- 
jj.;penses  are  a  fairly  high  $435,000  a 
year,  including  property  taxes,  main- 
tenance and  free  car  washes  and  birth- 
day cards  for  residents.  The  frills  evi- 
dently pay  off.  Drever  has  increased 
i^\the  rent  take  10%  to  $777,000  a  year, 
^ijjand  that's  before  the  improvements 
^.  are  in.  Thus,  operating  income  on  a 
.  jj$4.2  million  piece  of  capital  is 
jo|$342,000  a  year,  or  8%— not  too  bad 
jjj.iwhen  a  bank  is  willing  to  supply  most 
'    of  the  capital  at  a  cost  of  only  8%. 
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Drever  reckons  that  he  could  sell  Col- 
ony Oaks  now  for  $6  million,  or  as 
much  as  $8  million  after  renovations. 
One  stumbling  block  in  Drever's 
planned  expansion  is  the  federal  gov- 
ernment's intention  to  sell  its  repos- 
sessed real  estate  in  $500  million  bulk 
lots.  That  would  be  too  big  a  bite  for 
Drever,  even  if  he  raises  all  the  equity 
money  he  is  now  looking  for.  Not 
surprisingly,  he  hopes  the  Resolution 
Trust  Corp.  will  both  abandon  this 
bulk-lot  concept  and  make  buying 
easier.  "If  the  government  financed 
buyers,  it  could  sell  those  loans  and 
make  money,"  says  Drever  from  his 
car  phone  as  his  van  splashes  through 
a  heavy  Houston  rainstorm  to  his  re- 


cently purchased  Riverwalk  Apart- 
ments, another  scene  of  thrift  specu- 
lation gone  awry. 

The  rain  fails  to  cool  the  air,  which 
is  thick  with  steam  when  Drever  ar- 
rives at  Winterset  to  choose  the  new 
paint.  He  likes  the  darker  taupe  paint 
and  the  crescent-shaped  architraves 
(window  moldings)  rather  than  the 
triangular  ones.  As  he  tours  River- 
walk,  he  is  dismayed  to  find  that  even 
after  the  rainstorm,  its  artificial  creek 
is  dry.  He  tells  the  building's  manager 
to  recement  the  creek  and  pump  it 
full  of  water.  Such  details  help  bring 
in  the  tenants.  Thus  is  Max  Drever 
getting  fat  on  the  thrift  industry's 
mistakes.  ■ 


Under  Chairman  Jerrys  Junkins,  Texas  In- 
struments management  is  attacking  the 
chipmaker's  well-known  problems.  Is  Jun- 
kins' optimism  justified  this  time? 

Unfulfilled 
promise 


By  Tool  Mack 


Fl  Ew  COMPANIES  havc  less  lived 
up  to  their  potential  than  Texas 
Instruments.  The  Dallas-based 
company  pioneered  the  microchip, 
yet  has  rarely  proved  able  to  turn  its 
research  prowess  into  commercial 
success.  In  recent  years  sales  growth 


has  stagnated.  Profits  have  dropped 
sharply  and  will  probably  come  to 
around  $145  million  on  revenues  of 
$6.8  billion  this  year.  By  contrast, 
competitors  Motorola  and  Intel  Corp. 
are  growing  robustly.  Consider  this:  If 
Texas  Instruments'  net  margin  was 
merely  half  of  Intel's,  it  would  cam 
nearly  $500  million  this  year. 


Texas  histrumetits'  new  4-megabit  DRAMs  on  a  wafer 

'On  the  market  earlier  than  its  other  chips  but  still  late. 
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ONE  OF  THE  MOST  IMPORTANT 
ATHLETIC  COMPETITIONS  ANYWHERE 
has  no  losers.  It's  called  Special  Olympics. 
Every  year,  some  24,500  athletes  with 
mental    retardation    compete    in    the 
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BETH    HENNING 

California    Special    O  l\  mp  i  c  s    volunteer 
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California  Special  Olympics. 
These   Special   Olympians 

strive  for  much  more  than  ribbons 
and  medals.  They're  experiencing 
independence.  They're  developing 
confidence.  And  they're  challenging 
their  own  limitations. 

Best  of  all,  they're  all  winners.  But  ask 
any  of  the  30,000  Special  Olympics 
volunteers  and  they'll  say  they're  big 
winners,  too. 

"It's  almost  impossible  to  put  into  words 
the  joy  you  feel,"  says  Beth  Henning. 
"There's  a  sense  of  closeness  being  with 
these  athletes.  I  was  just  swept  away 
with  happiness." 

Beth  volunteered  for  the  first  time  last 
summer.  And  she  was  one  of  the  first  to 
sign  up  again  this  year.  She  couldn't  help 
being  moved  by  the  joy,  pride  and  love 
so  evident  during  the  Games. 

Volunteers  serve  as  coaches,  keep  times 
and  scores,  hand  out  awards  and  greet 
every  single  competitor  at  the  finish  line. 

With  a  handshake,  a  hug  or  a 
high- live. 

This  is  a  moment  everyone  remembers 
long  after  the  day  has  ended. 

We're  proud  that  Beth  works  in  the 
Market  Research  Department  of  our 
Lexus  division. 

She's  one  of  the  many  Toyota  people 
who  give  their  time  and  affection  to 
Special  Olympics. 

And  to  these  athletes,  even  a  little  of 
someone's  time  and  affection  can  mean 
the  difference  between  just  running  a  race 
and  breaking  through  barriers. 

TOYOTA 

INVESTING    IN    THE    INDIVIDUAL 


Texas  Instruments  Chairman  Jern'  Junkins 
'There's  still  no  substitute  for  execution. 


I  think  it  loUI  happen." 


What  is  Texas  Instruments'  prob- 
lem? The  company's  chairman,  Jerry 
Junkins,  readily  acknowledges  that 
Texas  Instruments  was  late  to  market 
with  its  last  three  big  memory  chip 
products.  That  record,  he  says,  must 
be  reversed.  Texas  Instruments'  cus- 
tomers are  now  getting  their  first  look 
at  samples  of  a  new  microchip,  a  4- 
megabit  dram  capable  of  storing  107 
pages  of  dense  text.  No,  Texas  Instru- 
ments is  not  first:  Japan's  Hitachi  Ltd. 
and  Toshiba  Corp.  launched  their  4- 
megabit  chips  last  fall.  Nonetheless, 
Junkins  takes  some  justifiable  pride 
in  the  fact  that  Texas  Instruments  is 
bringing  out  the  new  chip  much  more 
quickly  than  it  has  others. 

There  are  other  signs  that  Junkins  is 
positioning  the  company  well  for  the 
1990s.  He  has,  for  example,  commit- 
ted to  new  manufacturing  facilities  to 
make  4-megabit  drams  and  other  ad- 
vanced chips;  the  capacity,  to  be  com- 
pleted by  next  year,  will  be  in  Italy, 
Taiwan  and  Japan,  as  well  as  ti's  na- 
tive Dallas.  The  expansion  will  qua- 
druple the  company's  capacity  to 
make  chips  with  features  smaller 
than  one  micron  (one  millionth  of  a 
meter,  or  about  l/70th  the  width  of  a 
human  hair).  This  will  be  key  as  the 
industry  packs  more  and  more  cir- 
cuitry on  a  chip.  Junkins  has  been  able 
to  finance  more  than  $100  million 
worth  of  this  expansion  with  advance 
payments  from  customers.  Most  of 
the  rest  of  the  money  comes  from 
low-cost  government  financing  in  Ita- 
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ly  and  joint  venture  partners  in  Tai- 
wan and  Japan.  These  and  other 
moves  are  narrowing  its  Japanese 
competitors'  cost  of  capital  advan- 
tage, lowering  ti's  cost  from  2.4  times 
the  Japanese  rate  in  the  early  1980s  to 
about  1.5  times  now. 

Will  Texas  Instruments'  marketing 
people  be  able  to  sell  what  the  new 
plants  produce?  William  P.  (Pat)  We- 
ber, president  of  ti's  semiconductor 
group,  says  the  company  has  been  re- 
organizing its  semiconductor  man- 
agement. Today,  one  person  has  the 
overall  responsibility  for  manufactur- 
ing and  marketing  each  chip  product 
worldwide.  There  used  to  be  one  per- 
son for  each  market;  this  compound- 
ed communication  and  production 
problems.  Weber  adds  that  ti's  re- 
search people  now  work  more  closely 
with  the  production  people. 

Intel  and  Motorola  are  doing  well 
because  neither  company  is  depen- 
dent on  commodity  chip  markets. 
Both  focus  on  high  value-added 
chips — particularly  microproces- 

sors— that  are  either  distinctive  or 
markedly  faster  and  more  sophisticat- 
ed than  their  competitors'.  Now  Jun- 
kins, too,  is  trying  to  increase  ti's 
production  of  noncommodity  chips 
with  higher  margins  and  few  competi- 
tors. These  sorts  of  chips  have  grown 
from  about  15%  of  ti's  chip  revenues 
when  Junkins  took  over  five  years  ago 
to  27%  today.  But  mute  the  applause: 
In  1986  Junkins  thought  noncommo- 
dity chips  would  account  for  half  of 


ti's  microchip  revenues  by  this  year 
"We're  coming  basically  from  a  [com 
modity  chip]  background,"  Junkins 
explains,  adding  that  it's  taken  time 
to  shift  Ti's  culture  and  resources  to 
ward  differentiated  products. 

With  its  history  of  disappointing 
Wall  Street's  expectations,  why  does 
Texas  Instruments,  recently  trading 
at  38 '/4,  sell  for  nearly  30  times  this 
year's  likely  earnings?  Motorola  and 
Intel  sell  for  less  than  20  times  earn 
ings.  There  are  two  answers.  First, 
this  year's  likely  earnings  of  $1.30  a 
share  are  abnormally  low;  priced  in 
terms  of  its  revenues,  the  company  i 
far  cheaper  than  Intel  or  Motorola. 

Second,  the  Japanese  patent  office 
last  year  awarded  Texas  Instruments 
a  patent  on  its  1958  invention  of  the 
integrated  circuit — the  so-callec 
Kilby  patent.  This  patent  covers  all 
integrated  circuits  made  or  used  in 
Japan  through  the  year  2001.  No  one 
knows  how  much  this  will  mean  tc 
Ti's  bottom  line,  but  in  January  the 
brokerage  house  Cowen  &.  Co.  esti 
mated  the  windfall  at  between  $7 
million  and  $290  million  (90  cents 
share  to  $3.40  a  share)  in  1991  alone. 

Junkins  demurs  when  asked  hov 
much  Ti  will  earn  from  these  royal 
ties,  but  becomes  enthusiastic  wher 
asked  if  the  company  is  on  the  verge 
of  a  turnaround.  "There's  still  no  sub 
stitute  for  execution,"  says  Junkins 
"We'll  have  to  see  over  the  next  yea: 
or  so  whether  the  promise  is  fulfilled 
I  think  it  will  happen."  ■ 
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Strong  Performance  in  1989:  Commerzbank  group  business 
volume  advanced  by  7.2%  to  DM  208.9  billion,  fuelled  by  buoyant 
lending.  With  net  income  up  15.3%  to  DM  564  million,  we  again 
strengthened  our  financial  base  to  the  benefit  of  customers  and 
shareholders.  Reserves  were  raised  by  DM  281  million  and  equity 
capital,  which  has  doubled  over  the  last  five  years,  soared  DM  925 
million  to  DM  6.6  billion,  thus  equipping  us  well  for  future  growth. 


Creating  value 


Solid  European  Base:  Our  strategy  for  the  Single  European  Market 
calls  for  reinforcement  of  our  own  network  and  intensified  coopera- 
tion with  our  fellow  members  of  the  Europartners  group.  Banco  di 
Roma  Banco  Hispano  Americano  and  Credit  Lyonnais. 

Emerging  Potential  in  Eastern  Europe:  Commerzbank  is  making 
sizeable  investments  to  enter  the  new  markets  in  Eastern  Europe. 
New  outlets  in  Budapest,  Prague,  and  Warsaw  will  strengthen  our 
presence  there.  In  East  Germany  where  we  are  already  in  East 
Berlin  and  Leipzig,  we  plan  to  expand  further  this  year 


for  the  1990s 


Extensive  International  Presence:  Including  new  offices  opened 
in  1989  in  Bangkok,  Bombay  Seoul  and  Singapore,  Commerz- 
bank is  present  in  over  30  countries  We  are  close  to  our  clients 
worldwide 

Growing  Force  in  Investment  Banking:  Our  investment  banking 
activities  extend  to  the  leading  markets  of  the  world.  In  our  home 
market  last  year,  we  achieved  the  highest  share  in  the  volume  of 
new  listings. 


and  beyond 


Creating  value  is  the  cornerstone  of  all  our  long-term  objectives  - 
value  for  our  customers,  shareholders,  and  employees,  and  for 
the  markets  where  we  operate.  This  philosophy  has  served  us  well 
in  the  past  as  we  have  consistently  focused  on  the  basics  in  an 
increasingly  competitive  environment  We  are  confident  that  our 
inherent  strengths  will  also  enable  us  to  continue  to  create  value 
in  the  years  ahead 


COMMERZBANK  ^ 

German  knowhow  in  global  finance 


Headquarters:  Frankfurt  Commerzbank  in  the  USA:  Atlanta  Agency,  '^j?  (404|  873-6868,  #  (4041  873-9975  ■  Chicago  Branch,  s,^  (312)  977-0400. 
#  1312)  726-9098  ■  Los  Angeles  Branch.  .  (^213)  623-8223.  #  (213)  623-0039  ■  New  York  Branch.  S  (212)  208-6200.  #  (212)  208-62  35  ■  Commerz- 
bank Capital  Markets  Corporation.  New  York.   :  (212)  466-6100.  #  (212)  432-0451 


Forget  Eastern  Europe.  The  next  great  eco- 
nomic miracle  will  take  place  right  on  our 
borders.  Mexico  is  on  its  way  to  becoming 
an  economic  powerhouse. 

A  revolution  vou 
can  invest  in 


Mexico  City 

No  evidence  ofsign^ieant  unemployment. 


By  David  Goldman 


Exico's  STOCK  MARKET  index 
has  approximately  doubled 
since  July  1989,  outperform- 
ing every  other  market  in  the  world.  Is 
the  party  over?  Not  by  a  long  shot.  By 
1993  the  Mexican  market  could  w^ell 
rise  to  four  times  its  present  level. 
Under  President  Carlos  Salinas  de 
Gortari,  Mexico  is  set  to  repeat  the 
success  story  of  South  Korea  but  on  a 
far  grander  scale.  Robert  L.  Hartley, 
editor  of  the  Wall  Street  Journal,  says 
he  believes  the  Salinas  team  is  the 
best  in  the  v^^orld.  So  far  as  economics 
is  concerned,  the  88  million  Mexicans 
will  have  far  greater  impact  on  the 
world  of  A.D.  2000  than  will  the  133 
million  citizens  of  Eastern  Europe. 

That  President  Salinas  feels  strong 
enough  to  talk  with  President  Bush 
about  a  possible  free  trade  zone  with 
the  U.S.  speaks  volumes  about  his 
determination  and  ability  to  break 
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with  the  sterile  economic  national- 
ism that  has  held  his  country  back. 

On  May  14  Mexico's  Congress  vot- 
ed a  constitutional  amendment  to  pri- 
vatize banking.  Future  historians  may 
pinpoint  this  date  as  the  day  that  an 
undisputed  national  consensus 
emerged  in  favor  of  what  I  shall  call 
Salinastroika — a  peaceful  revolution 
promising  changes  as  profound  as 
those  of  1910-17  in  Mexico's  political 
and  economic  life.  Eastern  Europe's 
path  to  political  maturity  may  be 
shorter  or  longer  than  Mexico's,  but  it 
has  just  set  out  on  the  learning  curve, 
while  Mexico  is  heading  up  its  sweep. 

For  U.S.  business  people  and  inves- 
tors, Mexico  is  a  far  more  interesting 
story  this  time  than  Eastern  Europe  is. 

Mexico  still  has  big  problems,  in- 
cluding the  persistent  14%  annual 
crawling-peg  devaluation  of  the  peso, 
and  no  one  can  predict  when  they  will 
be  solved.  The  pace  of  policy  change 
during  the  past  12  months,  though. 


provides  cause  for  optimism.  A  senior 
Finance  Ministry  official  told  me 
"The  only  thing  that  is  not  negotiable 
is  the  virginity  of  the  Virgin  of  Guada 
lupe  [Mexico's  patron  saint].  That 
stays.  Everything  else  is  on  the  table." 

Already  swept  off  the  table  is  much 
of  the  agenda  of  Mexican  statist  eco- 
nomics. This  includes  bank  national- 
ization, high  tariffs,  nontariff  barriers, 
redistributionist  tax  policies,  indus- 
trial regulation,  state  enterprises,  and 
so  on.  A  North  American  free  trade 
zone  is  on  the  table  for  national  de- 
bate, and  there  are  hints  that  Mexico 
may  even  encourage  some  private  oil 
exploration. 

The  most  remarkable  aspect  of 
Mexico's  ascent  during  the  past  two 
years  is  the  way  in  which  the  suppos 
edly  insuperable  problems  of  foreign 
debt  and  government  deficits  melted 
away,  virtually  unnoticed.  Inflation 
has  been  brought  to  below  20%  from 
over  150%,  the  peso  is  stable,  foreign 


FORBES,  JULY  9,  1990 


n\\ 


"i?u 


Cindy  Kjrp/BlaLk  Star 


Carlos  Salinas  de  Gortari,  President  of  Mexico 
i  A  Mexican  aucceaa  story  to  rival,  perhaps  surpass,  that  of  South  Korea? 


exchange  reserves  are  increasing,  and 
the  short-term  Treasury  bill  rate  is 
down  to  34% — despite  the  fact  that 
Mexico  has  received  virtually  no  new 
loans  from  commercial  banks. 

What  happened?  Under  Salinas' 
predecessor,  International  Monetary 
Fund-imposed  austerity  was  tried  and 
failed.  Salinastroika  is  succeeding  be- 
cause it  reduced  government's  role  in 
the  economy  and  helped  restore  inter- 
national confidence  in  the  Mexican 
economy.  A  swing  of  perhaps  $10  bil- 
lion in  the  current  account  between 
1987  and  1989  was  financed  by  in- 
flows of  private  nonbank  capital,  with 
room  to  spare.  With  interest  rates 
down  to  about  a  fifth  of  their  1987 
peak  level,  the  government  can  com- 
fortably service  the  national  debt, 
-which  absorbed  60%  of  federal  spend- 
ing in  1988.  Mexico  has  demonstrated 
that  it  does  not  need  bank  financing 
'  (except  for  the  usual  short-term  pur- 
poses), as  long  as  it  offers  foreign  and 
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domestic  capital  opportunities  to 
make  money. 

Mexico  has  found  that  it  has  no 
shortage  of  capital.  To  what  extent 
the  investment  inflows  represent  re- 
patriated flight  capital  or  new  invest- 
ments by  foreigners  is  irrelevant.  The 
expectation  of  a  drastic  improvement 
in  the  tax  and  monetary  environment 
was  sufficient  to  attract  ample  capital 
to  finance  a  substantial  trade  deficit. 
As  the  effects  of  the  new  policy  envi- 
ronment translate  into  higher  rates  of 
return,  capital  will  be  waiting  in  line 
at  border  crossings  to  get  in. 

Perhaps  the  most  important  single 
factor  weighed  into  these  expecta- 
tions has  been  the  standing  of  Presi- 
dent Salinas  himself.  In  the  July  1988 
elections  Salinas  took  a  bare  majority 
in  a  three-way  race.  To  accusations  of 
vote  fraud,  Salinas  promised  political 
►reform,  and  made  good  on  it.  The  July 
1989  election  of  a  National  Action 
Party  (pan)  candidate  to  the  governor- 


ship of  the  state  of  Baja  California 
broke  the  pri's  half-century  monopo- 
ly on  the  state  capitals,  establishing 
the  PAN  as  a  loyal  right  opposition  to 
Salinas.  The  leftist  Revolutionary 
Democratic  Party,  still  preaching  pro- 
tection and  mcome  redistribution, 
has  floundered.  Its  leader,  Cuauhte- 
moc Cardenas,  son  of  one  of  Mexico's 
most  beloved  past  presidents,  has 
found  no  means  to  block  Salinas'  ini- 
tiatives. The  president's  political  re- 
form program,  which  establishes  mul- 
tipartisan  election  commissions, 
seems  sure  to  pass  Congress  with  the 
support  of  the  right-of-center  pan. 
Most  important,  Salinas'  big  congres- 
sional majority  for  bank  reprivatiza- 
tion  shows  that  the  president's  man- 

David  Goldman  is  senior  economuit  at  Poly- 
conomics,  Inc  in  Morristown,  N.J.  'Ihe  article 
is  adapted  from  a  Polyconomics  report,  "Salin- 
astroika: Investing  in  the  Mexican  Revolu- 
tion," a  summary  of  the  book-length  study 
"Mexico  2000" 
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date  is  secure. 

The  next  step  will  be  to 
bring  above  ground  the 
underground  economy, 
which  has  kept  much  of 
Mexican  growth  invisible. 
During  the  1980s  Mexi- 
co's labor  force  grew  at  a 
rate  approaching  1  million 
per  year,  while  real  gdp 
(as  counted  by  the  govern- 
ment) barely  changed.  Yet 
no  one  can  find  evidence 
of  significant  unemploy- 
ment outside  of  depressed 
rural  areas,  provmg  that 
the  new  entrants  to  the 
labor  force  found  jobs.  A 
Polyconomics  study  con- 
cluded that  the  official 
statistics  underestimated 
the  GDP  by  25%  by  failing 
to  allow  for  the  huge 
amount  of  business  done 
off  the  books.  Officially, 
the  economy  grew  by  3% 
in  1989,  although  there 
are  indications  that  figure 
may  have  been  larger. 

All  the  unreported 
growth  took  place  in 
small  businesses — per- 
haps 1.5  million  of 
them — which  proliferated 
in  the  so-called  informal 
economy.  The  casual  trav- 
eler sees  part  of  this,  in 
the  form  of  tens  of  thou- 
sands of  street-comer 
businessmen  selling  ev- 
erything from  tacos  to 
electronic  goods.  But  the 
informal  economy  in- 
cludes a  great  deal  of  man- 
ufacturing as  well.  Our  fa- 
vorite story  involves  the 
chemical  company  presi- 
dent who  noticed  that  a 
grocery  store  in  a  Mexico 
City  slum  was  one  of  his 
firm's  best  customers  for 
resins.  His  curiosity 
piqued,  he  sent  an  em- 
ployee to  investigate.  The 
store  was  packed  floor-to- 
ceiling  with  bags  of  resin. 
Each  day,  residents  of  the 
slum  would  buy  a  bag  at  a  time  as 
feedstock  for  hand-operated  plastic 
presses,  for  the  manufacturing  of  toys 
and  household  goods.  These,  in  tum, 
were  marketed  at  traffic  lights.  Hong 
Kong  has  produced  no  entrepreneurs 
more  ingenious  than  those  of  Netza- 
hualcoyotl  on  the  northern  outskirts 
of  Mexico  City. 

Micro-enterprises  account  for  only 
part  of  unreported  economic  activity. 
High  taxes  and  a  capricious  and  cor- 
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Cuugh-cirop-urapper  parasols 
and  Chrysler  assembly  line 
Informal  and. formal  economies. 


rupt  bureaucracy  have  forced  many 
medium-size  businesses  into  subter- 
fuges, most  of  which  involve  unre- 
ported sales.  Until  this  year  the  Mexi- 
can tax  system  granted  special  status 
to  "small  businessmen,"  who  paid 
taxes  on  a  bimonthly  basis  to  state 
government  inspectors  happy  to  ac- 
cept small  bribes  in  lieu  of  taxes.  The 
disincentive  to  grow,  i.e.,  to  move 
from  nearly  tax-free  status  to  a  35% 
tax  rate,  compounded  by  nightmarish 


amounts  of  paperwork, 
was  staggering.  Small 
businesses  proliferated 
but  remained  mired  in  the 
informal  economy,  prefer- 
ring hassle-free  anonym- 
ity to  government-ha- 
rassed growth.  Small 
businesses  were  exempt 
from  breaking  out  value- 
added  taxes  on  their  in- 
voices but  could  not  sell 
their  products  to  bigger 
companies  that  required 
receipts  showing  the  vat. 
Emerging  companies 

could  not  issue  stock 
without  already  showing 
a  substantial  balance 
sheet  and  offering  a  mini- 
mum issue  of  about  $4 
million.  Thus  much  of 
Mexicans'  economic  vi- 
tality remained  bottled 
up.  Small  companies  lost 
growth  prospects,  Mexico 
lost  economic  growth, 
and  the  government  lost 
tax  revenues. 

During  the  past  year  the 
Mexican  government  has 
taken  dramatic  steps  to 
set  things  right,  with  a 
swiftness  and  resolve  that 
the  Eastern  Europeans 
ought  to  emulate  but 
probably  won't.  The  gov 
ernment  has  already  tak 
en  the  following  steps: 

1)  Reducing  the  top 
marginal  tax  ratq  to  35%, 
the  latest  in  a  series  of 
gradual  reductions,  from 
60%  in  1986; 

2)  Abolishing  the  spe- 
cial tax  status  of  small 
companies,  a  first  step  to- 
ward integrating  them 
into  the  mainstream 
economy,  so  they  may 
grow  and  combine  intc 
larger  enterprises; 

3)  Abolishing  similai 
special  tax  status  foi 
transportation  and  agri- 
cultural companies; 

4)  Throwing  out  a  huge 
number  of  offensive  regulations,  nota 
bly  most  restrictions  on  foreign  in 
vestment,  transportation  regulations 
protection  of  the  state  petrochemica 
monopoly  and  so  forth; 

5)  Eliminating  most  of  the  remain 
ing  nontariff  barriers  to  trade,  includ 
ing  domestic-content  quotas  for  autoi 
and  electronics; 

6)  Selling  off  the  majority  of  state 
industrial  holdings  (the  big  exceptioi 
is  and  will  remain  Pemex,  the  nation 
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al  oil  company). 

Other  things  will  still 
need  to  be  done.  A  large 
part  of  the  remaining  in- 
flation rate  derives  from 
the  approximately  14% 
per  annum  rate  of  devalu- 
ation of  the  peso.  Here, 
administration  policy  is 
working  at  cross-pur- 
poses. Senior  officials  are 
still  beguiled  by  fears  of 
"overvaluation"  of  the 
peso  for  trade  purposes, 
and  pressured  by  industri- 
al groups  who  believe 
they  must  sell  cheap. 

In  order  to  advance  to 
higher  levels  of  economic 
growth,  the  Mexican  gov- 
ernment must  make  clear 
to  its  own  citizens  that  it 
has  repudiated  the  long-held  policy  of 
diluting  their  unit  of  account  for  ap- 
parent short-term  convenience,  and 
that  it  is  committed  to  maintaining 
the  integrity  of  the  currency  over  the 
long  haul.  This  assurance  is  necessary 
to  ensure  that  the  future  reward  of 
Mexicans'  investment  of  their  present 
labor  and  capital  will  be  fair.  The  re- 
luctance of  the  Mexican  monetary  au- 
thorities to  end  devaluation  altogeth- 
er has  left  inflation  at  a  still  unaccept- 
able rate. 

In  spite  of  Salinastroika,  foreigners 
are  still  barred  from  majority  owner- 
ship of  mining  companies,  and  oil  ex- 
ploration, development,  refining  and 


Mexican  market  P/E  ratio  set  to  take  off 


As  Mexico  moves  to  a  Singapore-like  growth  rate  in  the 
1990s,  the  Mexican  market's  P/E  ratio  should  approach 
20.  The  market,  at  8  times  earnings,  is  a  bargain. 
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retailing  remain  national  monopolies. 
Another  injurious  remnant  of  the 
bad  old  days  has  not  been  corrected, 
though,  and  until  it  is,  the  Salinas 
administration  will  have  difficulty 
making  other  reforms  fall  into  place. 
Income  taxes  arc  still  far  too  high. 
The  top  marginal  rate  has  come  down 
to  35%,  but  It  applies  to  annual  in- 
come in  excess  of  $7,000.  In  the  U.S., 
a  family  earning  $7,000  would  pay  no 
taxes  at  all.  Thus  the  incentive  for 
small  proprietors  to  remain  off  the 
books,  and,  above  all,  to  hire  tax-free 
labor  off  the  books,  remains  tremen- 
dous. That  short-circuits  the  natural 
process  of  growth,  in  which  the  best 


small  companies  absorb 
their  competition  and  be- 
come big  companies,  with 
accompanying  economies 
of  scale.  Why?  Because 
the  tax  structure  forces 
businesses  to  remain 
small  and,  they  hope,  in- 
visible. Mexico  needs  a 
drastic  reform  of  tax 
brackets,  combined  with 
100%  indexation  for  the 
effects  of  inflation. 

Mexico's  real  engine  of 
growth  is  its  growing  pop- 
ulation, industrious  and 
canny  enough  to  find 
work  for  nearly  everyone 
under  the  worst  condi- 
tions imaginable.  The 
population  is  young;  in 
1985,  two-fifths  of  all 
Mexicans  were  younger  than  14  years 
of  age.  If  the  flood  tide  of  new  labor 
force  entrants  finds  employment,  as  it 
did  during  the  1980s,  Mexico's  eco- 
nomic growth  will  be  among  the 
world's  fastest  during  the  coming 
decade. 

The  grand  scale  of  this  expansion 
will  be  matched  by  comparable  gains 
in  productivity.  The  low  cost  of  Mexi- 
can labor  will  rapidly  diminish  as  an 
investment  incentive,  in  favor  of  the 
efficiency  and  trainability  of  Mexican 
workers.  The  country's  standard  of 
living  will  climb. 

Where  does  one  invest  to  take  ad- 
vantage of  Salinastroika?  Mexico's  to- 


Some  interesting  Mexican  buys 

The  companies  listed  below  are  market  leaders  in    up,  but  they  are  still  relatively  cheap.  The  poten- 
their  industries.  Their  stocks  have  already  moved    tial  is  there  for  further  price  increases. 

Company/business 

Ticker 
symbol 

1989  sales 
(US  $mil)' 

Recent 
price 

Frailing  12- 
month  P/E 

Price 
month<i 

appreciation  for  12 
ended  May  31,  1990t 

Telefonos  de  Mexicot/telephone  services 

TELMEX 

$2,090 

$L80 

12 

237% 

Grupo  Industrial  Alfa/steel  &  petrochemicals 

ALFA 

2,060 

8.85 

5 

90 

Cifrat/retailing 

CIFRA 

1,460 

1.00 

11 

129 

Fomento  Economico  Mexicano/food  &  beverages 

FEMSA 

1,280 

2.00 

14 

40 

Desc  Sociedad  de  Fomento  Industrial/chemicals 

DESC 

1,170 

5.60 

« 

49 

Cemex/cement 

CEMEX 

1,057 

4.40 

12 

34 

Vitro/glass  products 

VITRO 

900 

1540 

8 

25 

Industrias  Penoles/mining  metallurgy 

PENOLES 

800 

1.30 

6 

13 

Grupo  Industrial  Bimbo/food,  beverages  &.  tobacco 

BIMBO 

760 

1.90 

12 

19 

Grupo  Industrial  Minera  Mexico/minmg 

GMEXICO 

750 

2.55 

9 

7 

Kimberly  Clark  de  Mexico/paper  products 

KIMBER 

670 

7.60 

13 

62 

Cydsa/chemicals 

CYDSASA 

600 

4.30 

8 

17 

Grupo  Condumex/electrical 

CODUMEX 

470 

3.70 

12 

2 

Tubos  de  Acero  de  Mexicot/steel  tubmg 

TAMSA 

297 

5.50 

22 

9 

Teleindiistria  Ericsson/electrical 

ERICSON 

280 

1.90 

14 

138 

'Average  exchange  rate  of  2.511  pesos  to  $1  was  used  for  1989     tAdjusted  for  inflation,     tA\ailable  in  AI3Rs. 

Sources:  Acetones  y  Valores 
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1991  Chevrolet  Caprice  Classic.  Luxury  fleets  can  afford. 


Chevrolet,  the  Chevriilct  emblem  and  CaiftCe  are 'registered  trademarks  of  the  CM  Ciirp.  "'199(1  (;M  Corp.  All  kjfiht.s  Re.served. 


ifiet  it  together... buckle  up. 


»'.  «5^;: 


)   - 

t  ■- 


% 


Ve  wanted  a  luxury  car 

^  could  afford.  T 

9hy  we  called  Chevrolet! 


G  WINNlNCr 


TODAY'S  FLEET  COMPANY  IS  CHEVROLET 


I  It  is  longer,  wider  and  roomier  than  the  Caprice  it  replaces,  and  a  generation  more 
rodynamically  efficient.  Helping  make  it  the  most  spacious  Caprice  ever  built.  As 
iW  as  the  quietest. 

It  has  V8  power  and  the  exceptional  ride  qualities  of  rear  drive  and 

^. separate  body-on-frame  construction.  Coupled  with 

the  technical  sophistication  of  standard  Bosch  ABS 
||.      4-wheel  anti-lock  brake  system  and  driver's-side 
^         Supplemental  Inflatable  Restraint  System  (air 
'^^  bag).  Available  luxuries  include  leather  seat- 

ing areas  and  electronic  keyless  entry.  Clearly 
L        the  time  had  come  for  a  new  Caprice.  And 
when  you  see  its  affordable  price,  you'll  see  it 
could  only  have  come  from  Chevrolet. 
—  __  Call  Chevrolet  Fleet  Sales,  1-800-248-2897.  No  one 

has  a  car  like  our  new  1991  Caprice.  Absolute!^  no  one.  ^ 


See  what  everyone's 
talking  about. 


^NEOFWByeAf^ 
lOBE^l  Wo  JUBILANT 
THUMBS  UP  FORTHiS 
TRIUMPHANTCOMePY! 


Siskel  &  Ebert 


'Scathingly 

Kathleen  Carroll 

NEW  YORK  DAILY  NEWS^ 


Rou/c/c/A/a. 
wrrr/...  LBAviNe 

THSAUPIENCB 

ROAR/Ne  wrrH 

LAUeHTBRl 

Vincent  Canby 

THE  NEW  YORK  TIMES 


^^&Me 


ITS 
HlUWOiS! 


Terry  Kelleher 
NEWSDAY 


The  story  of 
a  rebel  & 
his  mike. 


^& 


FUNNY. 

GUTSY. 

OUTRAeBOUS. 


J.  Hoberman 

THE  VILLAGE  VOICE 


WHRHtRBROS.^".•"   ^^jL^OORt 
.  toe  ttf  006  fllKS  ''•'«"••  *^J'^.o'ty  sTAHZLER 
*""  "ROOER  &  M\"  "»•'  ^SlSTO'HER  BEAVER 


NOW  dN  ¥IDE0CASSETTE 


NERHOMEVH3EO 


S^e^'e  Nonhrup/Black  Sur 


Elamex  Electronics  Factor]' 
Good  Jobs  at  home. 


tal  equity  market  capitalization  is 
approximately  $35  billion,  that  is, 
Viooth  the  size  of  either  New  York  or 
Tokyo's  stock  market.  Even  after  ris- 
ing sharply,  it  still  has  an  average 
price/earnings  multiple  of  less  than 
ten.  The  chart  at  the  top  of  page  51 
makes  clear  just  how  great  the  growth 
potential  is. 

Mexico  can  duplicate  or  even  better 
the  experience  of  the  Asian  "tigers" 
during  the  1980s.  Mexico's  growth 
rate  should  be  at  least  7%,  the  growth 
rate  between  1960  and  1980,  and  it 
could  exceed  10%. 

The  Mexican  stock  market  has 
barely  begun  to  discount  the  growth 
possibilities.  Its  capitalization  should 
grow  at  least  tenfold  during  the  next 
five  years  merely  in  order  to  accom- 
modate the  capital  requirements  of 
growing  companies,  and  the  price/ 
earnings  ratio  should  rise  toward  the 
vicinity  of  20. 

During  the  next  year  or  so,  most  of 
the  action  will  center  on  the  reprivati- 
zation  of  commercial  banks  national- 
ized by  President  Lopez  Portillo  in 
September  1982,  along  with  other 
public  companies.  Much  more  impor- 
tant than  the  privatization  of  govern- 
ment companies,  though,  will  be  the 
flood  of  new  equity  offerings  by  small 
aggressive  firms  seeking  to  become 
big.  That  is  where  real  money  will  be 
made.  It  will  take  a  year  or  two  for  the 
trickle  to  turn  into  a  flood. 

Now  is  the  time  for  American  in- 
vestors and  industrialists  to  factor 
into  their  plans  the  likelihood  that  in 
the  decade  ahead,  Mexico,  thanks  to 
Salinastroika,  could  easily  have  the 
fastest-growing  economy  in  the  hemi- 
sphere. ■ 
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These  securities  have  not  been  registered  under  the  Securities  Act  of  J 933  and  may  not  be  offered  or  sold  in  the 

United  States  absent  registration  or  an  applicable  exemption  from  the  registration  requirements.   These 

securities  having  been  previously  sold,  this  announcement  appears  as  a  matter  of  record  only. 

June  1,  1990 


2,790,000 

Rule  144A  American  Depositary  Shares  ("ADSs") 

Representing 

930,000  Class  B  Shares 

of 

Atlas  Copco  AB 

(a  Swedish  Corporation) 

The  Offer  Price  was  $17.60  per  ADS 


This  issue  was  part  of  the  international  offering  of  4,000,000  R  Shares.   The  First  Boston  Corporation  was  the 

lead  manager  of  the  offering  of  the  Rule  144 A  ADSs  in  the  United  States  under 

Rule  144 A  to  Qualified  Institutional  Buyers. 


The  First  Boston  Corporation 

Dillon,  Read  &  Co.  Inc.  Goldman,  Sachs  &  Co. 

Morgan  Stanley  &  Co.  Salomon  Brothers  Inc 

Incorporated 


Global  Coordinator 

Enskilda  Securities 

Skandinaviska  Enskilda  Limited 


The  Up  &  Comers 


Opportunities 


Things  are  tough  in  real  estate  these  days, 
so  business  has  never  been  better  for  prop- 
erty auctioneer  Sheldon  Good. 

Going  once, 
going  twice .  • . 


By  Ruth  Simon 


ORE  THAN  300  prospective 
buyers  crowd  a  ballroom  in 
the  North  Shore  Hilton  in 

Skokie,  111.,  all  hoping  to  snap  up  a 

bargain. 


On  the  auction  block:  17  properties, 
ranging  from  a  downtown  Chicago 
loft  building  to  three  suburban  town 
houses.  Glossy  information  packets 
litter  a  table  in  the  back.  There's  a 
cash  bar  in  the  hall.  A  two-piece  band 
plays  Sixties  melodies. 


Welcome  to  the  world  of  real  estate 
auctions.  "It's  like  opening  night," 
says  auctioneer  Sheldon  Good,  who's 
left  his  bronze  Rolls-Royce  in  the  ho- 
tel parking  lot.  He  and  two  dozen 
staffers  are  spiffed  up  in  their  "auc- 
tion uniforms,"  blue  suits  set  off  by 
red  carnations.  Properties  tend  to  sell 
for  15%  to  30%  less  than  the  last 
offering  price.  But  Good  doesn't  mind. 
He'll  still  get  his  commission,  typi- 
cally 5%  to  10%  of  the  proceeds. 

The  curtain  may  be  coming  down 
on  developers  and  bankers  from  Mas- 
sachusetts to  California,  but  the  na- 
tion's real  estate  woes  have  meant 
SRO  crowds  for  real  estate  auctioneers 
like  Sheldon  Good  &.  Co.  The  auc- 
tions offer  property  owners  a  way  to 
speed  sales  in  a  stagnant  market.  With 
annual  carrying  costs  running  as 
much  as  30%  of  the  builder's  original 
cost,  the  auction  alternative  can  begin 
to  look  pretty  good  to  an  eager  seller. 

"Lots  of  financial  institutions 
aren't  proud  to  have  surplus  real  es- 
tate," explains  Thomas  Pfeiler,  presi- 
dent of  development  services  for  the 
U.S.  League  of  Savings  Institutions, 
which  last  year  signed  a  marketing 
agreement  with  Good.  "An  auction 
allows  a  financial  institution  to  keep 
a  low  profile  and  still  get  maximum 
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Real  estate  auctioneers  Sheldon  atid  Steven  Good 
The  sweet  smell  of  success. 
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marketing    exposure.    It    helps    our 
members  sell  properties  in  a  hurry." 

Big  real  estate  brokers  once  scorned 
auctions,  but  soft  markets  and  the 
government's  huge  inventory  of  un- 
sold properties  have  begun  to  change 
their  thinking.  Cushman  &  Wake- 
field, for  example,  recently  teamed  up 
with  Christie's  to  auction  15  proper- 
ties for  the  Federal  Deposit  Insurance 
Corp.  Grubb  &  Elhs,  Coldwell  Banker 
Commercial  Group  and  Prudential 
Realty  all  have  auction  divisions  or 
ties  vfith  auction  houses. 

But  Good's  privately  held  auction 
company  says  it  racked  up  real  estate 
sales  of  $208  million  last  year,  mak- 
ing it  the  biggest  in  the  business.  Sales 
this  year  may  hit  $300  million,  or 
even  more  if  Good  can  snag  a  contract 
with  the  government's  Resolution 
Trust  Corp.,  which  plans  to  use  auc- 
tions to  unload  some  of  its  swollen 
real  estate  inventory.  Good  also  runs  a 
title  service  and  a  mortgage  company 
that  offers  discount  financing  to  buy- 
ers. Together  these  add  another  $130 
million  to  gross  revenues. 

Sheldon  Good  was  running  his  own 
commercial  real  estate  company 
the  early  Seventies,  when  opportunity 
arrived  in  the  form  of  irritation.  He'd 
taken  a  number  of  listings  for  owners 
of  either  unusually  large  properties  or 
holdings  with  huge  carrying  costs. 
But  the  owners  would  bug  him  con- 
stantly to  find  out  what  he  was  doing 
to  sell  the  properties.  To  get  the  pesky 
owners  off  his  back.  Good  tried  auc- 
tions to  make  quick  sales — at  a  time 
when  most  auctioneers  were  selling 
machinery,  cattle  and  horses. 

Good  started  out  auctioning  vacant 
food  stores  and  aging  auto  centers,  but 
his  big  break  came  in  1981  when  U.S. 
Home,  the  Houston-based  developer, 
asked  him  to  auction  eight  houses  as 
part  of  a  publicity  stunt  designed  to 
show  Congress  how  high  interest 
rates  (the  prime  rate  was  then  17%) 
were  crippling  eager  home  buyers.  He 
wound  up  holding  42  auctions  for  U.S. 
Home  over  the  next  18  months,  sell- 
ing hundreds  of  condominiums  in  the 
depressed  oil  states  of  Texas  and 
Oklahoma  and  other  soft  markets. 

"If  we  had  not  done  the  auctions  we 
would  probably  still  be  holding  on  to  a 
lot  of  those  units,"  says  John  Bily,  a 
former  division  president  for  U.S. 
Home.  "The  prices  we  got  were  con- 
siderably less  than  our  original  asking 
price,  but  better  than  I  would  have 
expected." 

Good  and  his  son  Steven  soon  began 
chasing  soft  real  estate  markets,  from 
Houston  to  New  York  City.  Their 
customers  have  included  Mobil  Oil 
and  K  mart,  but  most  are  developers 


Michael  Abramsi 


A  would-he  bidder  studies  the  listings  at  the  Cioods'  Skokie,  III.  auction 
Even  a  meat-and-potatoes  event  can  be  unpredictable. 


in  and  lenders  stuck  with  hard-to-sell 
properties. 

The  Goods'  sellers  may  be  troubled, 
but  their  auctions  are  hardly  sheriff's 
sales.  There  are  colorful  brochures, 
thick  packets  describing  each  proper- 
ty, and,  for  national  auctions,  even 
satellite  hookups.  Each  year  the 
Goods  send  over  200,000  pieces  of 
direct  mail  to  local  builders  and  bank- 
ers. "We  sell  the  sizzle  and  not  the 
steak,"  boasts  Sheldon  Good,  who 
lives  in  a  $1  million  condominium  in 
downtown  Chicago. 

Each  Good  auction  follows  a  wcU- 
rehearsed  script,  from  the  slide  show 
explaining  the  auction  process  to  the 
contracts  quickly  signed  after  each 
round  of  bidding.  Potential  bidders 
must  show  a  certified  check  to  partic- 
ipate and  be  prepared  to  go  to  contract 
that  evening.  Sellers  typically  have  48 
hours  to  accept  or  reject  the  high  bid, 
paying  Good  and  the  bidder  a  small 
fee  if  it's  rejected.  The  exception  is 
"absolute"  auctions  where  the  seller 
gives  up  his  right  of  refusal  in  hope  of 
garnering  a  higher  selling  price. 

The  Skokie  auction  is  a  meat-and- 
potatoes  event  for  the  Goods,  one  of 
four  they  do  armually  in  the  Chicago 
area.  This  time  the  sellers  include  a 
builder  who  has  run  short  on  money, 
an  accounting  firm  seeking  to  unload 
excess  office  space  and  a  real  estate 
speculator  hoping  to  turn  a  quick 
profit.  The  prospective  buyers  are  a 
V cross  section  of  the  neighborhood:  a 
dentist  and  his  wife  looking  for  a  nicer 
home,  two  executives  from  a  local 
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mental  health  center  that's  outgrown 
its  facilities  and  a  developer  who  spe- 
cializes in  shopping  centers. 

But  even  meat  and  potatoes  can  be 
unpredictable.  One  winning  bidder  is 
halfway  through  signing  his  contracts 
when  he  decides  he  wants  to  wait  a 
day  and  have  his  lawyer  review  the 
documents.  Six  of  the  17  properties 
don't  draw  any  bids.  In  the  end,  only 
six  bids  are  accepted,  and  one  more 
property  is  sold  the  day  after  auction. 
One  problem  was  that  this  auction 
was  laden  with  commercial  proper- 
ties, only  60%  of  which  typically  sell 
at  an  auction,  compared  with  90%  or 
more  of  homes  and  apartments.  The 
total  take  is  $1.7  million,  far  less  than 
the  $8  million  the  Goods  had  hoped 
for.  But  other  recent  auctions  brought 
in  as  much  as  $10  million,  and  in  one 
case,  50%  more  than  the  property's 
appraised  value. 

This  unpredictability  illustrates 
one  obstacle  to  Good's  long-term 
strategy,  which  is  to  convince  build- 
ers that  auctions  can  also  be  used  in 
healthy  markets.  Even  satisfied  cus- 
tomers typically  turn  to  auctions  just 
once,  or  a  handful  of  times  at  most. 
"People  hate  to  use  the  unknown," 
says  Michael  Garzoni,  a  real  estate 
representative  for  K  mart,  which  has 
used  Good  four  times  to  auction 
leases.  Now  Garzoni  is  trying  to  get 
rid  of  280  leases  on  stores  his  compa- 
ny is  vacating,  and  he  feels  he  will  get 
better  prices  using  conventional 
methods. 

"There's    still    that    psychological 
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barrier  to  overcome,"  adds  Mark 
Graveline,  a  vice  president  for  Center- 
bank  in  Waterbury,  Conn.,  which 
used  the  Goods  to  auction  some 
Westhampton,  N.Y.  condominiums. 
"People  still  feel  a  real  estate  auction 
is  a  distress  sale." 

The  Goods'  other  challenge  is  to 
maintain  their  position  as  the  auction 
business  becomes  more  crowded  and 


competitive.  "Until  five  years  ago  it 
was  pretty  much  a  matter  of  convinc- 
ing people  to  use  the  auction  meth- 
od," says  William  Stevenson,  presi- 
dent of  Kennedy-Wilson,  Inc.,  Santa 
Monica-based  real  estate  auctioneers. 
"Now  we're  competing  more  and 
more  with  each  other." 

In  Chicago,  the  Goods'  hometown, 
for  example,  Baird  &.  Warner,  a  local 


real  estate  agency,  is  planning  to  auc- 
tion over  100  homes  and  apartments. 
The  Goods  say  they  aren't  worried. 
"We  see  the  market  as  an  expanding 
pie,"  says  Steven  Good,  the  compa- 
ny's president.  A  lot  of  folks  holding 
on  to  real  estate  in  the  hope  of  a 
snapback  in  prices  hope  Good  is 
wrong  about  the  expanding  pie.  But 
he's  probably  right-on.  ■ 


The  Up  &  Comers 


Lessons 


After  toiling  for  1 7  years  as  an  executive  in 
big  companies,  Charles  Brennan  finally 
got  to  run  his  own  show  at  I.E.  Myers.  His 
big-company  skills  came  in  handy  in  run- 
ning a  small  outfit. 

Turnaround  tale 


By  Ignatius  Chithelen 


Oregon-  Gax-monl 


L.E.  Myers  Chief  Executive  Charles  Brennan  III 

"Focus  on  the  strong  points,  get  rid  of  the  weak  operations.' 


IN  November  Charles  Brennan  III, 
48,  a  history  major  from  Yale  with 
an  M.B.A.  from  Columbia,  put  up 
$2.6  million  of  his  own  money  to  buy 
368,000  shares,  a  15%  stake,  in  L.E. 
Myers  Co.,  an  Oak  Brook,  111.  compa- 
ny that  builds  transmission  and  dis- 
tribution lines  for  electric  utilities.  It 
was  a  sick  company  but  had  a  proud 
history,  having  been  founded  just 
short  of  a  century  ago  by  a  young 
associate  of  Thomas  A.  Edison. 

A  year  earlier  Brennan,  a  former 
chief  financial  officer  at  Gould,  Inc., 
had  been  brought  in  to  run  the  ailing 
outfit.  The  stock  was  around  61/2 
when  Brennan  bought  it.  Today,  at 
1 6 'A  a  share,  Brennan 's  stake  is  worth 
a  tidy  $8  million,  including  options. 

Not  a  bad  profit  in  less  than  a  year. 
Especially  considering  that  five  years 
ago  the  firm  was  on  the  ropes.  In  1985 
it  lost  $16  million  on  revenues  of 
$114  million.  By  1988,  when  Brennan 
was  brought  in,  Myers  had  gone 
through  five  chief  executives  in  the 
past  decade. 

Publicly,  the  company  blamed 
thmgs  like  the  1982  recession  and  the 
fact  that  many  utilities,  caught  by 
drastic  cost  overruns,  were  severely 
cutting  back  their  expansion  and 
maintenance  work.  But  management 
blunders  also  contributed  to  the  tail- 
spin:  The  company  diversified  into 
areas  like  engineering  services  and  fi- 
ber-optic cabling,  where  competition 
was  fierce  and  Myers  had  little  man- 
agement experience.  Desperate  to  win 
contracts  as  demand  for  new  projects 
eased,  Myers  brought  in  business  by 
bidding  below  cost.  "The  reasoning 
was,  'We'll  worry  about  making  mon- 
ey once  we  get  the  job,'  "  Brennan 
says.  "We  won  a  lot  of  contracts  but 
lost  a  lot  of  money." 

On  one  1982  Saudi  Arabian  con- 
tract, for  instance,  not  only  did  Myers 
lose  money  but  its  bankers  also  ended 
up  paying  the  Saudis  $20  million  in 


58 


FORBES,  JULY  9,  1990 


surety  because  the  project  wasn't 
completed.  "We  walked  out  on  the 
job,"  Brennan  says,  "because  we  ran 
out  of  working  capital  and  couldn't 
even  pay  the  salaries." 

Brennan  didn't  waste  much  time. 
He  began  by  undoing  some  mistakes 
and  getting  back  to  basics.  He  sold  the 
engineering  and  fiber-optic  cabling 
operations  at  a  loss  of  $2  million.  He 
cut  the  corporate  staff  in  half,  to  94. 
Some  $13  million  in  outstanding  legal 
claims  were  settled  for  $1.25  mil- 
lion— Brennan  argued  the  claimants 
would  wind  up  with  even  less  if  My- 
ers filed  for  bankruptcy. 

Brennan  found  that  his  strong  repu- 
tation with  the  banking  community 
from  his  days  at  Gould  made  it  easier 
for  him  to  get  financing:  "The  bankers 
told  me  my  credibility  was  the  critical 
factor  in  their  decision  to  refinance 
the  company." 

Brerman  has  refocused  the  company 
on  its  original  business  of  seeking 
contracts  to  build  transmission  and 
distribution  lines.  "This  is  our  bread 
and  butter,"  he  says. 

About  two-thirds  of  the  company's 
business  comes  from  small  contracts 
of  under  $1   million  from  investor- 


owned  utilities  like  Illinois  Power, 
Atlantic  Electric  and  Southern  Cali- 
fornia Edison.  Being  well  funded  and 
well  staffed,  Myers  has  an  advantage 
in  getting  these  smaller  contracts, 
since  many  of  its  competitors  are 
much  smaller  mom-and-pop  opera- 
tions. Myers  operates  out  of  11  inde- 
pendent profit  centers,  serving  utili- 
ties nationwide.  Its  roughly  800  hour- 
ly workers  are  all  members  of  the 
International  Brotherhood  of  Electri- 
cal Workers,  but  the  union  has  been 
cooperative  in  shaving  wages  to  help 
Myers  compete  with  nonunion  bid- 
ders for  larger  contracts. 

Management  skills  aside,  Brennan's 
turnaround  has  gotten  a  big  boost 
from  a  pickup  in  demand  from  the 
utilities.  Construction  and  mainte- 
nance of  transmission  and  distribu- 
tion lines  is  expected  to  grow  by  8% 
to  10%  a  year  over  the  next  decade. 
"There's  an  awful  lot  of  pent-up 
maintenance  work  that  will  come  our 
way  in  the  1990s,"  Brennan  says.  New 
generating  capacity  is  coming  on-line 
to  meet  the  growing  shortage  of  elec- 
tric power  in  regions  like  the  North- 
east. And  many  utilities  that  tradi- 
tionally did  their  own  maintenance 


work  have  trimmed  staffs  in  cost-cut- 
ting moves.  So  they'll  be  looking  to 
outsiders  like  Myers  to  do  the  work. 

Under  Brennan,  Myers  hasn't  got- 
ten bigger  but  it  has  become  profit- 
able. Revenues  last  year  were  $60  mil- 
lion, up  just  4%  from  the  previous 
year.  But  income  from  continuing  op- 
erations was  up  fourfold,  to  $3.2  mil- 
lion. Myers  has  less  than  $1  million  in 
long-term  debt,  down  from  $6  million 
in  1987,  and  has  some  $7  million  in 
tax-loss  carryforwards. 

The  good  numbers  have  attracted  at 
least  one  buyout  offer.  In  March  of 
last  year,  Williams  Industries  bid 
$5.25  a  share  in  stock  and  convertible 
debt.  The  offer  was  initially  accepted 
by  the  Myers  board  but  later  rejected, 
since  Myers  stock  kept  rising  and  Wil- 
liams stock  tumbled  following  a  dis- 
appointing third-quarter  loss. 

"My  experience  at  Gould  taught  me 
to  look  at  the  strengths  and  weakness- 
es of  the  business,"  Brennan  says. 
"Focus  on  the  strong  points  and  get 
rid  of  the  weak  operations." 

Meanwhile,  Brennan  savors  his 
own  market  purchase  of  last  Novem- 
ber. "I  realize  it  is  a  very  good  invest- 
ment," he  says.  ■ 


The  Up  &  Coiners 


Entrepreneurs 


While  franchising  is  not  for  everyone,  it  has 
sure  helped  fohn  Fanning  harness  Uni- 
force  Temporary  Services'  entrepreneurs  to 
work  for  the  common  good. 

A  long  way  from 
Heirs  Kitchen 


By  Rita  Koselka 


J 


OHN  Fanning  is  an  entrepre- 
neur— by  both  nature  and  nur- 
ture. The  son  of  a  hustling  Irish- 
nan  and  a  Polish,  salt-of-the-earth 
nother,  he  was  raised  in  Hell's  Kitch- 
en on  Manhattan's  West  Side.  At  8 
Farming  had  his  first  sales  job  and  at 
16  was  betting  on  horses.  By  22  he'd 
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worked  at  16  different  jobs,  mostly  in 
sales — everything  from  encyclopedias 
to  ice  cream. 

From  his  father,  says  Fanning,  now 
58,  he  learned  how  to  sell  anything. 
From  his  mother,  he  learned  to  keep 
ideas  simple  and  to  stretch  a  dollar; 
from  his  betting,  how  to  contain  his 
losses;  and  from  his  insatiable  reading 
habits,  a  hodgepodge  of  ideas  from  the 


likes  of  Winston  Churchill,  Harold 
Gcnccn  and  Peter  Drucker. 

In  1954,  when  he  was  23,  Fanning 
started  his,  own  personnel  business. 
Fanning  Personnel,  following  a  brief 
stint  at  another  agency.  Within  a  few 
years,  he  noticed  that  one  of  the  fast- 
est-growing parts  of  the  business  was 
placing  temporary  personnel.  Fanning 
decided  to  sell  Fanning  Personnel  to 
his  employees  in  1966  and  went  off 
with  the  company's  small  temp  ser- 
vices division  to  form  Uniforce  Tem- 
porary Personnel  Services. 

Fanning  spent  seven  years  learning 
the  temp  business  before  he  began 
franchising  in  1974.  Done  competent- 
ly, franchising  can  harness  many  en- 
trepreneurs to  work  for  the  common 
good.  He  built  the  business  through 
startups  and  conversions  of  indepen- 
dent temp  offices.  He  credits  the  con- 
version idea  to  Arthur  Bartlett,  the 
founder  of  Century  21,  the  nation- 
wide system  of  real  estate  brokers. 
"We  didn't  reinvent  the  wheel,"  he 
says.  "We  try  to  leapfrog  from  some- 
one else's  ideas." 

The  first  several  years  of  building 
were  slow,  and  Fanning  paid  himself  a 
modest  $30,000  a  year.  But  by  the 
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early  1980s,  the  franchising  concept 
was  taking  hold.  Uniforce  posted 
earnings  of  $1.1  million  on  revenues 
of  $43  million  from  30  offices  in  1984. 
In  that  year  the  company  went  public, 
raising  $4  million.  Fanning  used  the 
money  carefully,  adding  80  new  fran- 
chisees. He  also  built  a  training  facili- 
ty and  increased  the  company's  mar- 
keting and  consulting  services. 

It's  paid  off.  Uniforce's  sales  have 
grown  by  21%  annually  over  the  last 
five  years,  and  return  on  equity  has 
grown  each  year  by  an  average  20.4% . 
Last  year,  with  110  franchised  offices 
nationwide,  Uniforce  earned  $4  mil- 
lion on  revenues  of  over  $1 10  million. 
The  company  is  worth  $47  million  on 
the  over-the-counter  market;  Fan 
ning's  40%  stake,  almost  $20  million. 

Helping  Fanning  has  been  the  wave 
of  mergers,  downsizings  and  restruc- 
turings. Increasingly,  firms  do  not  set 
up  permanent  staffing  for  peak  pro- 
duction times. 

Fanning  now  pays  himself  $250,000 
a  year,  but  like  most  entrepreneurs 
his  real  goal  is  to  maximize  his  equi- 
ty. His  offices  in  New  Hyde  Park, 
N.Y.,  on  Long  Island  are  comfortable 
but  low  budget.  He's  warned  Wall 
Street  that  Uniforce's  5%  operating 
margins  "aren't  going  up  because  any- 
thing more  gets  reinvested  in  the 
business  to  allow  it  to  grow." 

Uniforce  operates  mainly  in  small- 
er cities.  Once  Fanning  signs  up  a 
licensee,  he  frequently  injects  capital, 
and  then  manages  all  of  the  licensee's 
back-office  operations,  such  as  pay- 
roll, taxes  and  insurance.  For  these 
services,  Uniforce  charges  10%  to 
11%  of  the  franchisee's  sales. 
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"We  didn't  reinvent  the  wheel." 


Typically,  local  temp  services  pay 
their  employees  weekly,  but  have  to 
wait  four  to  six  weeks  to  get  paid  by 
their  client  companies.  That  negative 
cash  flow  is  one  of  toughest  problems 
single  offices  face.  In  Uniforce's  case, 
the  central  office  pays  the  temps  di- 
rectly, removing  the  cash  flow  burden 
from  the  local  franchisee's  shoulders. 

Countless  entrepreneurs  and  inves- 
tors have  stubbed  their  toes  on  fran- 
chising. Fanning  says  the  concept  has 
worked  well  for  him,  although  he  is 
involved  in  a  lawsuit  with  three  ex- 
licensees  who  claim  they  couldn't 
make  money  with  his  system.  Fan- 
ning dismisses  the  1985  suit  as  insig- 
nificant, saying  that  you  can't  turn 
everyone  into  a  winner. 
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Making  a  videotape  for  licensees 

"If  they  screw  it  up,  it's  their  btisiness  that's  on  the  line.' 
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"Franchising  really  combines  the 
best  of  centralization  and  decentrali- 
zation," asserts  Fanning.  His  licens-|ji[; 
ees  know  their  local  markets,  their 
needs  and  the  skills  of  the  temps 
available.  "Quality  control  is  really 
not  something  we  need  to  worry 
about,"  agrees  Uniforce's  Executive 
Vice  President  Rosemary  Maniscalco. 
"If  they  [the  franchisees]  screw  it  up, 
it's  their  business  that's  on  the  line." 

Eighteen  months  ago,  Uniforce  an- 
nounced that  it  was  negotiating  with 
a  foreign  buyer,  but  the  talks  broke  off 
last  March.  With  40%  of  the  equity, 
Fanning  is  willing  to  entertain  an  of 
fer,  but  wants  a  deal  where  he  can  stay 
with  the  company  and  continue  to 
run  it.  Now  trading  around  $10  a 
share,  14  times  earnings  but  well  be 
low  its  high  of  1 7%,  the  stock  is  fairly, 
if  not  fully,  priced. 

Fanning  spent  one  year  at  New 
York's  Oswego  State  Teachers  Col- 
lege and  went  to  night  school  at  St. 
John's  University  but  never  finished  a 
degree.  He  is  an  avowed  self-improve 
ment  freak.  He  reads  voraciously, 
looking  for  ideas  that  he  can  use.  "As  Jfstii 
[Peter]  Drucker  says,  and  I  completely 
agree  with  him:  'Do  you  know  what 
business  you  are  in?'  Most  people 
don't.  We  do.  We  focus  and  won't  be 
distracted." 

Today,  the  economy  is  slowing  and 
so  is  Uniforce's  growth  rate.  But  Fan 
ning  sees  this  as  a  time  of  opportuni- 
ty. With  no  debt  and  a  $15  million  ^^ 
line  of  credit.  Fanning  is  expanding 
He  predicts  revenues  will  reach  $250 
million  in  1995.  He  may  or  may  not 
hit  that  target.  But  more  impressive 
than  a  particular  number  is  the  deter 
mination  this  man  from  Hell's  Kitch- 
en brings  to  his  business.   ■ 
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"Education  has  for  its  object 
the  formation  of  character." 


Herbert  Spencer 


I  efore  we  know  it,  today's  six- 
year-olds  will  be  stepping  into 

I  the  work  force  in  2001.  As  a 

ition,  we  will  not  be  able  to  compete 

the  global  marketplace  in  the  21st 
ntury  unless  we  build  a  world-class 
iucation  system  now.  And  that's  exactly 
hat  we're  building  in  Mississippi. 

The  education  challenges  facing 
ir  state  are  not  unique  but  Mississippi 
ok  the  first  step  in  education  reform 

1982.  Six  months  before  A  Nation  at 
sk  detailed  our  country's  problems  in 
iucation,  Mississippi  adopted  the 
idmark  Education  Reform  Act.  Forty- 

e  states  have  smce  followed  our  lead. 
It  we  didn't  stop  there. 
We've  just  enacted  the  most  sweep- 

l,  comprehensive  education  reform 

ckage  in  the  nation,  called  Mississippi's 

E.S.T.  Conceived  by  Governor  Ray 

ibus,  it  stands  for  Better  Education 

•  Success  Tomorrow.  According  to 

ivemor  Mabus,  "This  package  is  going 

improve  education  from  preschool 

ough  adulthood  and  on  into  the  work 

ice.  Every  Mississippian- regardless 

their  age  and  where  they  live-will  benefit  ft'om  this  program." 
What  this  means  to  business  is  that  we  will  be  producing  a  work  force 

diinkers  and  problem-solvers  at  every  level.  We're  creating  a  new  kind  of 

lool  in  Mississippi.  A  school  where  the  focus  is  on  the  individual,  not  on 

reaucracy  Where  teachers  are  rewarded  tor  being  innovative.  A  school 

.ere  students  are  taught  to  think,  not  just  repeat  memorized  information 

a  test  Where  there  is  community  and  family  participation.  And  our  schools 

1  be  held  accountable  and  given  incentives  based  on  how  well  their  students 

.■form,  not  only  in  the  classroom  but  also  on  the  job  after  graduation. 
Schools  which  demonstrate  consistent  and  sustained  levels  of  innovation 

1  implement  successful  pilot  programs  will  become  Lighthouse  Schools. 

ese  schools  will  not  only  become  models  and  share  their  expertise 
oughout  our  state,  they'll  also  become  models  for  the  nation. 
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Three-year-olds  will  be  screened  for 
developmental  and  health  problems. 
Special  assistance  and  remedial  pro- 
grams will  be  in  place  to  bring  them 
up  to  speed. 

Mississippi's  B.E.S.T  also  brings  the 
world  into  the  classroom  with  a  major 
emphasis  on  technology  Students  will 
be  taught  to  be  managers  of  information. 
Within  three  years,  every  student  in 
every  classroom  in  the  state  will  have  an 
hour's  worth  of  technological  learning 
every  day  whedier  through  computers, 
satellites  or  fiber  optics.  Mississippi  will 
soon  be  the  only  state  with  a  computer 
hboratory  in  every  clcmcnury  schcxil  so 
that  six-year-olds  can  learn  to  read  and 
write  simultaneously  on  a  computer. 

Mississippi's  B.E.S.T.  will  accelerate 
our  efforts  to  ehminate  adult  illiteracy 
with  continuing  education  in  the  work 
place.  And  Mississippi  business  is  going 
to  see  results  very  quickly  We  were 
the  first  state  in  the  nation  to  give  tax 
credits  for  employers  who  initiated 
work  force  literacy  programs.  And  we've 
jast  alkxated  more.  We've  established  an 
Alliance  of  Families  to  attack  family  ilhteracy  with  programs  and  materials 
so  parents  can  participate  in  their  children's  education. 

And  these  are  just  some  of  the  highlights  of  more  than  30  programs  which 
make  up  Mississippi's  B.E.S.T  "This  package  of  sweeping  reforms  is  not  just 
legislation^  insists  Governor  Mabus,  "it's  a  concrete  plan  of  substance,  already 
in  place,  that  puts  Mississippi  on  the  cutting  edge  of  education  improvement 
in  this  country.  Business  as  usual  is  just  not  good  business  anymore.  In 
Mississippi,  we're  meeting  the  future  with  our  eyes  open,  our  minds  clear  and 
our  work  force  prepared." 

For  more  information  on  the  State  of  Change,  contact  Governor  Ray 
Mabus  or  J.  Mac  Holladay  Director;  Mississippi  Department  of  Economic 
and  Community  Development;  PO.  Box  849;Jackson,  Mississippi  39205; 
(601)359-3449. 
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MADE  IN  ENGLAND  BY  ROVER  CARS 
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When  in  Parlianaent.  members 
'f  the  House  of  Ijords  sit  in 
omfort  and  style.  On  famed 
t)nnoily  leather. 

The  same  rich  leather  found  in  a 
iterling.  (And  in  all  Britain's  finest 
notorcars.  regardless  of  price.) 

With  an  obsessive  care  that 
as  been  a  family  tradition  since 
378,  skilled  Connolly  craftsmen 
elect  hides  by  hand,  with 
ncompromising  concern 
Dr  matching  the  natural  grain 
om  cutting  to  cutting. 


concern  for  crea- 
ture comfon  is  also  evident  in  the 
precise  automatic  temperature 
control  governing  the  heating  ancJ 
air-conditioning.  Most  models 
offer  eight  way  power  front  seats 
with  convenient  position  memory 
for  four  drivers.  And  eight  speaker 
stereo  brilliance. 

Of  course,  since  spirited  driving 
has  long  been  Britain's  most 


po[)ular  outdoor 
sport,  our  engineers 
reward  you  with  the 
joy  of  nimbU;,  athletic 
handling,  the 

instant  respon- 
siveness 
of  a  24-valve 
160HP  V6,  and  the  confidence 
of  advanced  anti-lock  braking. 

Best  of  all.  Sterling  prices  begin 
at  just  $26,500.*  Even  the 
$28,500*  asked  for  the  827SL, 
shown  here,  means  you  can 
prudently  treat  yourself  to  British 
luxury  and  performance. 

TSke  the  test  drive  fit  for  a  Lx>rd. 
Simply  call  1-800-622-0550  for 
your  nearest  Sterling  dealer. 


PUTIN'S  DAUGHTER 
JOINED  THE  CIRCUS. 


John  D.  Rockefeller's  daughter 
believed  she  was  the  reincarna- 
tion of  King  Tut's  bride. 

Marlon  Brando's  son  put  out 
the  fire  in  Michael  Jackson's  hair. 

Al  Capone's  son  quit  his  job  as 
a  used  car  salesman  when  his 
boss  wanted  him  to  turn  back 
the  odometers. 


Benjamin  Franklin's  son  was 
arrested  as  a  British  spy. 

Mozart's  son  used  Salieri 
as  a  job  reference. 


In  writing  this  surprising  and  enter- 
taining new  book,  bestselling 
author  Malcolm  Forbes  looked 
beyond  the  surface  fame  into  the 
private  lives  of  some  of  the  world's 
most  celebrated  rulers,  tycoons, 
stars,  artists,  and  criminals  —and 
their  not-so-famous  progeny. 
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WHAT  HAPPENED  TO  THEIR  KIDS? 
unearths  a  richly  varied  collection 
of  human  stories,  by  turns 
amusing,  alarming,  illuminating, 
and  sometimes  deeply  moving. 


S^  SIMON  AND 
^M  SCHUSTER 
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The  Larger  Context 


New  York  State  wants  a  new  curriculum 
downplaying  European  culture.  This 
suggests  that  the  American  tradition 
of  pluralism  was  a  bad  thing. 

A  CALL  FOR 
DISUNITY 


By  Michael  Novak 


A  generation  ago,  social  scientists 
were  predicting  the  disappearance 
of  ethnicity,  as  freeways  and  televi- 
sion and  plastic  produced  a  homoge- 
nized culture  that  might  one  day  be 
designated  (from  discovered  ruins) 
as  "Early  Period  Holiday  Inn."  Lit- 
tle did  they  anticipate  the  furies 
that  would  be  unleashed  in  Azerbai- 
jan and  other  Soviet  republics  as  the 
century  neared  its  end;  the  bitter 
hatreds  of  Northern  Ireland  and 
Lebanon;  the  separatist  itch  of  Que- 
bec. Or  the  growing  intensity  of  eth- 
nic conflict  i,n  New  York  City  and 
other  hot  spots  in  the  U.S. 

Against  that  trend,  in  1972  I  pub- 
lished T}}e  Rise  of  the  Umneltable  Eth- 
nics, predicting  that  the  1970s 
would  mark  the  emergence  of  the 
"ethnics"  in  American  life.  Several 
other  scholars  writing  at  the  time 
made  the  same  point.  And,  indeed, 
many  politicians  with  a  strong  eth- 
nic identity  did  emerge  from  obscu- 
rity: Cuomo,  Mikulski,  Celeste,  De- 
Concini,  Deukmejian,  Rostenkow- 
ski.  These  were  the  children  of  the 
immigrants     from     Eastern     and 


Philosopher,  journalist  and  ex-US.  ambas- 
sador Michael  Novak  directs  social  and  po- 
litical studies  at  the  American  Enterprise 
Institute  in  Washington,  DC.  Among  his 
recent  books  are  Taking  Glasnost  Seriously 
and  Free  Persons  and  the  Common  Good 


Southern  Europe,  and  by  extension 
all  the  others  who  did  not  quite  feel 
included  in  the  high  culture  of  New 
England's  Brahmins. 

In  those  days,  we  made  a  distinc- 
tion between  "the  new  ethnicity" 
and  the  old.  In  the  old  days,  people 
living  in  ethnic  enclaves  had  hardly 
known  any  other  peoples,  except  as 
strangers  and  rivals.  Many  soldiers 
first  met  the  "others"  in  their  pla- 
toons in  World  War  II.  This  was  the 
old  ethnicity. 

In  the  new  ethnicity,  by  contrast, 
nurtured  chiefly  in  the  inner  sub- 
urbs, people  now  lived  next  to,  and 
went  to  school  with,  "the  others," 
had  forgotten  their  parents'  mother 
tongue,  and  yet  were  children  of  a 
distinctive  tradition  with  identifi- 
able political  habits. 

This  rediscovery  also  gripped  that 
first  generation  of  blacks  after 
Brown  v.  Board  of  Education,  led 
brilliantly  by  Martin  Luther  King  Jr. 
Alex  Haley's  famous  book  Ruuts — 
and  the  television  miniseries — 
struck  a  powerful  chord  in  all  Amer- 
icans, not  only  blacks. 

Until  recently  the  U.S.  had  a 
unique  method  for  bringing  togeth- 
er diverse  peoples — who  elsewhere, 
under  different  systems,  were  often 
murdering  one  another.  Our  system 
taught  them  to  live  as  good  neigh- 
bors, gradually  to  respect  one 
another,  and  to  take  pride  in  civic 
cooperation.  This  system  was  a 
model  emulated  around  the  world. 
Until  recently. 

Suddenly,  ethnicity  has  turned 
virulent.  Last  July  the  New  York 
State  Commissioner  of  Education 
issued  a  report  calling  "European 
culture  and  its  derivatives"  oppres- 
sive. The  report  debunked  "the  Eu- 
ropean-American        monocultural 


perspective."  In  short,  it  suggested 
that  the  American  way  of  pluralism 
was  a  bad  thing  and  that  the  "Amer- 
ican Idea"  was  a  fraud. 

It  is  quite  legitimate  to  demand, 
as  does  this  New  York  report,  appre- 
ciation for  "the  history,  achieve- 
ments, aspirations  and  concerns  of 
people  of  all  cultures."  But  it  is  far 
too  much  to  demand  an  "equal" 
focus  on  all  cultures.  For  not  all 
cultures  on  this  earth  have  pro- 
duced institutions  and  ideas  such  as 
those  that  animated  the  Declara- 
tion of  Independence  of  July  4,  1 776. 
Compared  with  Eastern  Europe  or 
sub-Saharan  Africa  or  Red  China, 
God  did  bless  America. 

Not  in  Africa  nor  in  Asia  nor  in 
Latin  America  nor  in  large  stretch- 
es of  northeastern  Europe  can  one 
find  the  cultural  roots  that  lie  be- 
hind the  U.S.  Constitution,  or  the 
habits  and  institutions  that  give  the 
Constitution  its  daily  relevance 
and  force.  That  Constitution  is  no 
parchment  barrier;  quite  particular 
experiences  lie  behind  it.  This  his- 
tory must  be  learned  afresh  by  ev- 
ery generation.  Truths  "self-evi- 
dent" to  the  framers  were  intended 
to  become  valid  for  all,  whatever 
their  land  of  origin. 

The  primary  task  of  education 
should  be  to  keep  alive  the  particu- 
lar ideas  and  institutions  that  in- 
spired the  design  of  this  new  Ameri- 
can system.  This  system  was  with- 
out model  or  precedent  on  the  face 
of  the  earth  when  it  began  and  re- 
mains today  a  beacon  for  much  of 
the  world.' 

Forget  those  "European-Ameri- 
can" ideas  that  suffuse  the  U.S. 
Constitution,  and  this  nation  will 
swiftly  descend  into  the  racial  and 
ethnic  strife  recurrent  elsewhere  on 
this  planet.  Thus,  those  rumblings 
of  last  July  from  New  York  in  the 
Commissioner  of  Education's  office 
portend  ethnic  splintering  and  insti- 
tutional disarray.  What  this  can 
lead  to  is  painfully  evident  in 
the  picketing  outside  the  shops  of 
Korean  merchants  in  New  York 
City  by  certain  extremists,  and  in 
many  other  ill  omens. 

What  Americans  pledge  alle- 
giance to  on  July  4  is  not  a  piece  of 
geography  or  a  royal  history  or  a 
language  or  a  folk,  but  a  form  of 
governance,  "the  Republic."  Take 
away  the  Republic  and  the  deal  is 
off.  Take  away  those  self-evident 
truths  on  which  it  rests,  and  the 
Republic  falls.  Some  forms  of  "plur- 
alism" and  "diversity"  destroy.  ■ 
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The  White  House  wants  lower  interest  rates;  the  Fed  has 
been  resisting.  But  circumstances  are  such  today  that  the 
Fed  seems  ready  to  push  interest  rates  down — with  a  bit 
of  guidance  from  a  long  dead  Swedish  economist. 


The  gospel  according 
to  Knut  Wicksell 


Jot 
k 
id 


By  Warren  T.  Brookes 


ONE  OF  THE  TOUGHEST  and  ITlOSt 
influential  ideological  war- 
riors on  behalf  of  hard  money 
resigned  in  early  lunc  as  vice  chair- 
man of  the  Federal  Reserve  Board.  In 
August  the  soft-spoken  Manuel  (Man- 
ley)  Johnson  will  move  to  the  less 
combative  pursuits  of  academia  and 
public  speaking. 

With  Johnson's  encouragement  the 
Fed  has  stubbornly  resisted  the  Bush 


Administration's  calls  for  lower  inter- 
est rates  and  a  cheaper  dollar.  As  a 
result,  Johnson  had  become  a  prime 
target  of  the  easier-money  forces  at 
the  White  House,  and  the  dollar  bash- 
ers at  the  Treasury.  Within  days  of 
Johnson's  resignation,  George  Bush's 
chief  economic  adviser,  Michael  Bos- 
kin,  went  on  Meet  the  Press  to  claim 
that  the  Fed  would  be  "irresponsible" 
if  it  did  not  move  to  cut  interest  rates. 
By  midmonth  Commerce's  Robert 
Mosbacher,  Treasury's  Nicholas  Bra- 


dy and  several  Republican  congress- 
men had  joined  in  the  unmistakable 
chorus  of  Fed-bashing.  Complained 
Mosbacher  to  a  Wall  Street  Journal  re- 
porter: "The  slow  growth  we're  expe- 
riencing, along  with  this  credit 
crunch,  is  a  good  reason  to  ease  [inter- 
est rates]." 

While  Johnson's  departure  will 
have  more  of  a  symbolic  effect  than 
anything  else,  it  now  seems  almost 
certain  that  the  cost  of  money  is 
about  to  come  down.  But  the  Fed  is 


lor 


son 
toll 
U 
plan 
lbs 
lalu 


J 


18% 

17 

16 

15 

14 

13 

12 

11 

10 


Thirty  years  of  yield  curves 


A  yield  curve  is  the  difference,  at  a  particular  time, 
between  the  yields  on  debt  instruments  of  varying 
maturities.  Below  we  have  used  the  short-term 
Fed  Funds  rates  and  long-term  corporate  bond  rates, 
averaged  in  each  year.  Note  how  periods  of  steeply 
positive  yield  curves — from  1975  to  1977,  for  exam- 
ple— have  often  been  followed  by  sharply  negative 
yield  curves,  as  from  1979  to  1981. 
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likely  to  move  slowly  and  a  bit  more 
reluctantly  than  the  Administration 
would  like.  It  is  afraid  that  cheaper 
money  might  raise  fresh  inflation 
fears  and  drive  interest  rates  right 
back  up  again,  possibly  causing  a  se- 
vere recession. 

The  fear  is  well  founded.  Or  so  the 
world's  credit  markets  seem  to  be  say- 
ing. For  example,  immediately  after 
Johnson  announced  his  resignation, 
the  markets  pushed  up  long-term 
bond  yields  by  nearly  30  basis  points. 
Two  days  later  Boskin  went  on  Meet 
the  Press  in  an  attempt  to  jawbone 
rates  down.  The  markets  ignored  him. 
Whether  this  was  a  mere  knee-jerk 
reaction  or  a  profound  signal  remains 
to  be  seen,  but  it  certainly  gave  added 
strength  to  the  fears  of  those  who 
worry  about  inflation. 

In  an  interview  with  Forbes  two 
days  before  he  resigned,  Manley  John- 
son said  that  his  work  at  the  Fed  was 
influenced  by  Knut  Wicksell,  a  long 
dead  Swedish  economist.  He  ex- 
plained the  Swede's  financial  theory 
this  way:  "It  just  says  there  is  a  natu- 
ral interest  rate  out  there  at  any  given 
time  which  is  really  analogous  to 
what  the  Keynesians  call  the  full  em- 
ployment rate  of  unemployment,  or 
the  rate  of  optimum  economic 
growth.  We  don't  presume  to  know 


what  that  natural  rate  is.  We  let  the 
markets  tell  us.  If  they  show  infla- 
tionary expectations,  then  the  Fed 
funds  rate  is  too  low  relative  to  the 
natural  rate,  and  vice  versa." 

By  this  line  of  reasoning,  the  spike 
in  interest  rates  that  followed  John- 
son's resignation  was,  in  Wicksellian 
terms,  a  sign  that  markets  still  har- 
bored deep  inflationary  expectation'- 
To  put  it  another  way,  the  market  Wc^ 
signaling  its  agreement  with  the  hi^ 
interest  rate  policy  propounded   ' 
Johnson  and  strongly  supported   . 
Fed  chairman  Alan  Greenspan. 

Who  is  this  Knut  Wicksell  and  wha 
does  he  have  to  do  with  mortgage 
rates  and  the  cost  of  carrying  the  U.S. 
national  debt? 

Wicksell  thought  central  bankers 
should  manage  their  monetary  affairs 
through  use  of  a  fairly  simple,  and 
widely  broadcast,  rule.  The  central 
bank  should  formally  commit  itself  to 
price  stability  by  keeping  the  short- 
term  bank  rate  (in  today's  terms,  the 
Fed  funds  rate)  as  close  as  possible  to 
the  long-term  "natural  rate"  of  inter- 
est— what  creditors  expect  to  cam  on 
their  capital,  before  adding  what  they 
need  to  protect  their  capital  against 
inflation. 

Wicksell  (who  was  writing  during 
generally  noninflationary  times)  was 
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in  effect  proposing  what  is  today 
called  a  "flat  yield  curve"  between  the 
short-term  bank  rate  and  the  long- 
term  real  or  noninflation  rate  of  inter- 
est. There  are  many  ways  to  measure 
the  yield  curve.  The  chart  (below) 
measures  it  as  the  difference,  at  a  giv- 
en point  in  time,  between  the  short- 
term  Fed  funds  rate  and  Moody's  Aaa 
long-term  bonds.  The  Fed's  econo- 
mists generally  use  the  difference  be- 
tween the  Fed  funds  rate  and  30-year 
government  bonds.  By  this  measure, 
today's  yield  curve  in  the  U.S.  is  fairly 
flat;  the  Fed  funds  rate  is  only  about 
15  basis  points  lower  than  the  rates  on 
long-term  government  bonds. 

The  problem  facing  the  Fed  is  this: 
li,  as  it  easily  can,  it  lowers  short-term 
rates  through  open  market  operations 
or  other  means,  will  long-term  rates 
also  come  down?  If  they  don't,  it  will 
be  largely  because  of  the  market's  in- 
flationary expectations.  What  would 
be  ideal  right  now,  for  both  the  Fed 
and  the  White  House,  would  be  a 
yield  curve  that  has  a  moderate  posi- 
tive slope,  but  at  considerably  lower 
rates  along  its  entire  path. 

Monetarists,  needless  to  say,  think 
using  yield  curves  as  guides  to  mone- 
tary policy  is  dangerous.  Monetar- 
ism's leading  contemporary  light, 
Milton  Friedman,  says:  "In  general,  it 
is  a  great  mistake  for  the  Federal  Re- 
serve to  fine-tune  its  policies  on  any 
basis,  including  interest  rates." 

Why?  Friedman:  "It  is  safe  to  say 
that  the  natural  [or  nonmflation]  rate 
of  interest  has  been  roughly  4%  for 
300  or  400  years.  But  the  variations 
from  that  norm  are  so  small  and  have 
such  very  large  effects  that  |  using  the 
natural  rate  to  make  policy)  is  a  little 
like  balancing  policy  on  a  knife-edge. 
You  just  can't  do  it." 

What  IS  possible  and  desirable,  says 
Friedman,  is  to  regulate  inflation  and 
nominal  economic  growth  by  watch- 
ing after  the  aggregate  money  supply. 
"Over  a  long  period,"  he  says,  "the 
aggregate  movements  are  still  consis- 
tent with  growth  and  inflation" 

Manley  Johnson  is  unconvinced. 
"These  monetary  aggregates  tell  us 
very  little  over  the  short  run,"  he 
says.  "They  are  very  sensitive  to 
changes  in  interest  rates.  People 
switch  their  money  into  different  in- 
struments quite  easily.  So  it  is  almost 
hopeless  to  try  and  look  at  some 
short-term  quantitative  measure  of 
money." 

Are  the  monetarists  and  the  Wick- 
sellians  really  so  far  apart?  Robert  Ke- 
leher,  Manley  Johnson's  aide  at  the 
Fed,  doesn't  think  so.  "These  spread 
indicators  can  be  viewed  as  fully  con- 
sistent with  a  monetarist  approach," 
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Manuel  Johnson,  who  recently  resigned  as  rice  cbainnan  of  the  Federal  Reserre  Board 

"The  yield  curve  has  movedfrom  highly  steep  to  flat,  and  inflation  has  been  very  stable. 


he  argues.  "Changes  in  the  funds 
rate/long-term  spread  aher  the  incen- 
tive structure  of  the  money  supply 
process.  The  spread  is  the  measure  of 
the  thrust  of  monetary  poHcy." 

It's  no  secret  why  old  Wicksell  has 
so  appealed  to  the  Fed  of  late.  As  the 
global  financial  markets  have  been 
deregulated,  monetary  aggregates 
(like  Ml  and  M2),  the  "targets"  on 
v^rhich  classical  monetarism  depends, 
have  become  unreliable  guides  to  cen- 
tral bank  policy.  Too  often  the  aggre- 
gates v^^ere  behind  the  times  and 
seemed  to  predict  inflationary  out- 
breaks that  didn't  occur  and  reces- 
sions that  failed  to  materialize. 

Frustrated  by  trying  to  steer  the 
economy  with  a  broken  compass,  the 
Fed's  members  have  looked  to  the  fi- 
nancial and  commodity  markets 
themselves  for  more  timely  and  for- 
ward-looking guidance.  During  the 
last  two  years  Johnson  and  fellow  Fed 
member  Wayne  Angell  have  been 
paying  close  attention  to  commodity 
prices  and  exchange  rates,  and  to  long- 
term  government  bond  rates.  That 
makes  very  good  sense  m  an  increas- 
ingly open  global  economy,  because 
the  market's  millions  of  economic 
agents  channel  their  future  expecta- 
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tions  into  these  market  prices.  Chica- 
go Federal  Reserve  economist  Robert 
Laurent  studies  the  matter  closely 
and  has  concluded  that  "the  spread 
between  a  long-term  bond  rate  and 
the  Federal  funds  rate  would  have  giv- 
en better  forecasts  of  future  changes 
in  real  income  than  other  potential 
guides." 

For  the  monetarists  who  still  insist 
that  monetary  aggregates  are  the  best 
guide  to  running  the  nation's  mone- 
tary policy,  Manley  Johnson  has  a 
good  question:  "Why  should  we  wait 
for  lagged  data  when  information 
from  the  financial  markets  is  avail- 
able every  day?  While  those  markets 
aren't  always  correct,  they  are  the 
most  efficient  in  the  world  at  process- 
ing information  very  accurately  about 
what  the  market  expects." 

In  a  speech  he  gave  to  the  Cato 
Monetary  Conference  a  couple  of 
years  ago,  Johnson  said:  "When  ana- 
lyzed in  conjunction  with  other  mar- 
ket prices,  the  yield  curve  can 
. .  .  make  an  important  contribution 
to  policy-making." 

Johnson  went  on  to  tip  off  his  audi- 
ence to  the  Fed's  increasing  reliance 
on  a  Wicksellian  approach.  He  said, 
"Information  contained  in  the  term 
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structure  of  interest  rates  [i.e.,  yield 
curve],  the  foreign  exchange  market 
and  certain  broad  indices  of  commod- 
ity prices  has  proved  useful  in  the  ipt 
formulation  of  monetary  policy." 

Part  of  his  dedication  to  these  prin 
ciples  was  shared  by  other  Fed  mem 
bers.  But  Johnson  also  wanted  to 
make  it  clear  that  no  one  at  the  Fed  is 
slavishly  following  a  dead  economist 
"We  are  not  all  Wicksellians  now,  to 
paraphrase  an  earlier  economist  [the  Here 
Nixon  Administration's  Herbert  itim 
Stein],"  said  Johnson.  "But  Wicksell's 
ideas  have  certainly  helped  us  shape  a 
market-based  approach  to  promoting 
price  stability  in  an  increasingly  com- 
plex world  marketplace." 

Think  of  yield  curve  policy  in  these 
somewhat  oversimplified  terms:  Sup 
pose  the  Fed  funds  rate  is  5%  an 
high-quality      long-term      corporate 
bonds  yield   11%.  That  means  the 
yield  curve  is  steeply  positive — its 
slope  is  600  basis  points.  In  such  an 
environment,     commercial    bankers 
have  great  incentive  to  borrow  short 
(at  5%)  and  lend  long  (at  11%).  Sc 
great  is  their  incentive  to  create  credit  tieia 
with   a   600-basis-point   spread   that  siort 
bankers  will  happily  give  up  some  ol 
their  return  to  inflation.  Such  a  steep 
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positive  spread  can  be  good  for  eco- 
nomic expansion.  Too  good.  It  can 
also  become  an  incentive  for  infla- 
tionary expansion. 

Now  take  the  converse  case.  Sup- 
pose long  bonds  are  yielding  6%  while 
the  Fed  funds  rate  is  10%.  Now  the 
yield  curve  is  negative,  by  400  basis 
points,  and  the  bankers'  incentive  is 
to  close  down  their  lending  depart- 
ments. Why  lend  at  6%  when  doing  so 
costs  10%? 

What  if  the  yield  curve  is  more  or 
less  flat?  In  that  case,  bankers  would 
make  only  those  loans  which  earned  a 
real,  noninflationary  return.  The 
economy  would  not  be  starved  of 
credit;  neither  would  it  be  flooded 
with  it. 

Central  bankers  don't  have  much 
power  over  long-term  rates;  the  mar- 
ket sets  those.  But  the  central  bankers 
do  hold  great  and  immediate  sway 
over  short-term  rates.  These  can  be 
manipulated  to  flatten  (or,  in  reces- 
sionary times,  widen)  the  yield  gap. 
Done  well — and  this  involves  a  deli- 
cate balance  between  too  little  and 
too  much  credit — flattening  the  yield 
curve  should  eventually  bring  down 
the  long-term  rates.  Why?  Because 
the  market's  inflationary  expecta- 
tions will  be  dampened:  Investors  will 
demand  a  smaller  premium  to  protect 
themselves  against  the  erosion  of 
their  capital. 

When  Manley  Johnson  gave  his 
speech  at  the  Cato  Monetary  Confer- 
ence in  February  1988,  the  Fed  was 
flattening  the  yield  curve  by  pushing 
up  the  Fed  funds  rate.  In  December 
1987  the  Fed  funds  rate  was  6.77%, 
and  the  yield  on  Moody's  Aaa  bonds 
was  10.11%,  for  a  highly  positive 
yield  curve  of  334  basis  points. 

Within  a  year  the  Fed  funds  rate  had 
been  pushed  to  8.76%  and  the  yield 
curve  flattened  to  just  81  basis  points. 
Here  was  a  case  where  raising  short- 
term  rates  actually  lowered  long-term 
rates.  How?  By  dampening  inflation- 
j  ary  expectations. 

By  last  September,  just  before  the 
stock  market's  191 -point  mini-crash, 
the  short  rate  was  up  to  9.02%  and  the 
long  bond  rate  (as  measured  by  Moo- 
dy's Aaa  credits)  yielded  9.01% — 
that's  about  as  flat  a  yield  curve  as 
you  can  get. 

What  happened?  The  economy  con- 
tinued to  grow,  though  more  slowly, 
while  inflation  began  to  unwind  in 
what  may  have  been  the  first  "soft 
landmg"  ever  engineered  by  the  Fed. 

Johnson  explains  this  success  by 

the  fact  that  the  Fed  never  pushed  up 

short  rates  so  far  that  the  yield  curve 

g  tumed  steeply  negative.  In  this  the 

Fed  clearly  learned  from  the  1979-81 
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Alan  (ireensf)ati.  chairman  of  the  federal  Resenv  Hoard 

Supporting  Johnson  and  resisting  White  House  calls  to  lower  rates. 


period,  when  Paul  Volcker  pushed  up 
the  Fed  funds  rate  above  16%  and 
created  a  yield  curve  of  minus  111 
basis  points.  That  wrung  out  a  lot  of 
inflation,  but  it  also  pushed  the  econ- 
omy into  a  very  nasty  recession. 

Johns  Hopkins'  supply-side  econo- 
mist Steve  Hanke  explains  this  Wick- 
sellian  "incentivist,"  or  "rules,"  ap- 
proach to  monetary  policy:  "Banks  re- 
spond as  do  other  profit-maximizing 
enterprises  to  the  marginal  cost  and 
marginal  return  on  funds,"  says 
Hanke  of  the  yield  curve  incentives. 
"Hence,  when  the  spread  between 
marginal  cost  (Fed  funds]  and  margin- 
al return  [longer-term  yields]  expands, 
banks  tend  to  create  money  by  ex- 
panding their  loans,  and  vice  versa." 

Thus  the  delicate  balance  the  Fed 
must  maintain,  and  thus  the  dangers 
of  interest  rates  that  are  either  too 
high  or  too  low.  But  the  Bush  Admin- 
istration must  worry  about  being  re- 
elected in  two  years.  The  strongly 


positive  yield  curves  from  1983 
through  1987  may  have  caused  fears 
of  future  inflation  in  the  credit  mar- 
kets, but  they  encouraged  bank  lend- 
ing and  economic  expansion  and  coin- 
cided with  the  economy's  sustained 
expansion,  which  reelected  Ronald 
Reagan  and  elected  George  Bush. 

But  remember  the  danger.  Over  the 
last  several  years  it  has  become  clear 
that  what  politicians  propose,  mar- 
kets often  dispose.  If  the  world's  cred- 
it markets  decide  that  the  Bush  Ad- 
ministration's calls  for  easier  money 
threaten  to  rekindle  inflation,  long 
bond  rates  will  begin  to  rise  again. 
The  yield  curve  will  steepen.  Credit 
will  expand.  The  inflationary  expecta- 
tions will  be  (self)  fulfilled,  and  a  fu- 
ture Federal  Reserve  Board  will  have 
to  douse  the  economy  with  sky-high 
short-term  rates  a  la  Paul  Volcker. 

Something  like  this  occurred  prior 
to  Richard  Nixon's  1972  reelection 
campaign.  In  1970  the  yield  curve  was 
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Jailbird  genius 


By    today's 
holm-bom 


standards,  Stock- 
Knut  Wicksell 
(1851-1926)  would  be  a  conserva- 
tive economist,  but  in  tum-of-the- 
century  Sweden  he  was  a  radical 
and  an  eccentric.  He  once  spent 
two  months  in  the  city  jail  of  Ys- 
tad,  in  southern  Sweden,  for  cast- 
ing ridicule  on  the  story  of  the  Im- 
maculate Conception.  He  put  his 
jail  term  to  good  use,  translating 
Adam  Smith's  Wealth  of  Natiotis 
into  Swedish. 

By  the  1930s,  despite  his  outspo- 
kermess,  Knut  Wicksell  had  post- 
humously acquired  a  well-de- 
served reputation  as  one  of  the 
world's  great  economists.  In  recent 
years,  Wicksell's  influence  in  pub- 
lic finance  and  monetary  econom- 
ics has  been  growing.  His  work  in 
public  finance  motivated  James  Buchanan  (and  others) 
to  found  an  entirely  new  economics  subdiscipline  in 
the  1960s  known  as  "public  choice."  That  field  uses  the 
assumptions  and  tools  of  economics  to  anticipate  polit- 
ical-bureaucratic behavior  (such  as  taxing  and  spending) 
imder  various  different  types  of  constitutional  rules  and 
regulations. 


Buchanan,  who  won  the  Nobel 
Prize  for  Economics  in  1986,  put 
Wicksell's  contributions  into  per- 
spective when  he  said  recently,  "In 
any  overall  evaluation  of  the  histo- 
ry of  fiscal  thought,  Wicksell  alone 
commands  the  heights  of  genius." 
Wicksell  was  also  the  chief  fore- 
runner and  prophet  of  modem 
monetary  economics.  He  had  a  de- 
cided influence  on  monetary  the- 
ory as  developed  by  Ludwig  von 
Mises  and  Friedrich  Hayek  of  the 
Austrian  School  of  Economics.  In 
America  the  great  proponent  of 
stable  money,  Irving  Fisher,  was 
apparently  much  impressed  with 
Wicksell's  work. 

In  recent  years.  Federal  Reserve 
Vice  Chairman  Manuel  Johnson, 
along  with  Fed  Governor  Wayne 
Angcll,  have  been  motivated  by  Wicksell's  monetary 
insights,  especially  his  1898  lecture  to  the  Economic 
Association  in  Stockholm,  entitled  "The  Influence  of 
the  Rate  of  Interest  on  Commodity  Prices."  From  those 
insights,  Johnson  has  developed  and  helped  to  imple- 
ment a  set  of  neo-Wicksellian  policy  rules  for  stable 
money. — Steve  Hanke 


only  mildly  positive.  By  1972  it  was 
wildly  positive,  by  over  270  basis 
points.  The  election  over,  then-Fed 
chief  Arthur  Bums  slammed  on  the 
brakes:  The  Fed  funds  rate  nearly  dou- 
bled, to  8.73%;  the  yield  curve  turned 
seriously  negative;  and  the  economy 
hit  the  1974-75  recession. 

Then,  from  1975  to  1978,  when  the 
yield  curve  averaged  a  positive  242 
points,  an  already  high  inflation  rate 
of  more  than  6%  rose  to  double  digits 
by  1979,  taking  long-term  bond  rates 
with  it.  This  was  doused  by  Paul 
Volcker,  who  boosted  the  Fed  funds 
rate  from  under  8%  in  1978  to  over 
16%  in  198 1,  and  brought  on  the  re- 
cession of  1982. 

Further  complicating  things  for  the 
policy-makers,  the  markets  are  noth- 
ing these  days  if  not  jittery.  Last  De- 
cember the  Fed's  Federal  Open  Mar- 
ket Committee  faced  growing  signs  of 
a  weakening  economy,  and  voted  to 
ease  policy.  But  instead  of  falling,  long 
bond  rates  rose.  One  of  the  prominent 
dissenters  to  this  vote  was  hard-mon- 
ey man  Wayne  Angell,  who  wanted  to 
keep  the  Fed  funds  rate  high — that  is, 
he  wanted  to  keep  the  yield  curve 
relatively  flat. 

In  retrospect  his  dissent  was  right 
on.  Says  supply-sider  and  veteran  Fed- 
watcher        Jude        Wanniski        of 


Polyconomics:  "Probably  the  most 
important  event  at  the  Fed  last  year 
was  Wayne  Angell's  dissent.  The  con- 
ventional wisdom  was  that  the  econo- 
my was  weak,  and  easing  was  desir- 
able. But  the  price  of  gold  was  still 
above  $400  and  trending  upward,  and 
Angell  argued  that  easing  of  Fed  funds 
would  not  be  liked  by  the  bond  mar- 
ket and  would  be  seen  as  an  attempt 
by  Fed  to  push  the  economy  into  high- 
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Wljite  House  economist  Michael  Boskin 
The  marlcets  ignored,  him. 


er  economic  activity,  which  would 
simply  be  inflationary." 

But  that  was  last  year.  In  mid- 1 990 
the  situation  is  different.  The  econo 
my  is  sluggish  and  gold  is  below  $350 
an  ounce  and  falling.  At  tljis  point 
falling  interest  rates  are  less  likely  to 
raise  inflation  fears,  and  might  in- 
stead avert  an  impending  recession 
This  would  be  consistent  with  Wick- 
sell's belief  that  commodity  prices — 
gold  among  others — are  the  best  indi- 
cator of  the  real  shape  and  direction  of 
the  yield  curve. 

As  he  prepared  to  pack  up  his  things 
at  the  Fed  in  June,  Manley  Johnson 
said:  "The  key  in  all  this  is  to  keep 
real  (i.e.,  inflation-adjusted]  interest 
rates  positive,  which  would  be  more 
proximate  to  [Wicksell's]  natural  rate. 
That's  been  the  major  difference  be- 
tween the  1970s  and  1980s.  In  the 
1970s  real  interest  rates  were  nega- 
tive. In  the  1980s  they  have  been 
highly  positive.  We  have  had  a  long 
expansion,  the  yield  curve  has  moved 
from  highly  steep  to  flat,  and  inflation  jv 
has  been  very  stable." 

With  inflation  stable  and  commod- 
ity prices,  especially  gold,  weak,  low- 
er interest  rates  may  well  be  consis- 
tent with  a  continued  flat  yield  curve. 
Look  for  considerably  lower  interest 
rates  by  year's  end.  ■ 
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Cutlass  Supreme  SLOne  CarThat 
Beats  Both  FoidTaurus  LX  and  Honda  Accord  LX. 


Until  now,  you  had  to  make 
lot  of  compromises  wtien  you 
)ughtanewcar. 

Power  and  fuel  economy  were 
:hoice,  not  a  combination.  And  if 
;rodynainics  were  important,  you 
ossed  size  off  your  list  Or  vice  versa. 

Well,  we're  quite  proud  to  tell 
)U  that  you'll  find  everything  you 
ant  in  the  beautiful  new  Cutlass 
ipreme"  pictured  above,  without 
mpromising. 

Better  Acceleration  And 
ptter  Braking  Than  Taurus  LX . 

j  Based  upon  test  results  con- 
ictEd  by  the  United  States  Auto 
ub.  Cutlass  Supreme "  SL,  with  the 
i  injected  3.1-liter  V6  goes  from  0 
60  faster  than  the  Taurus  LX.  And, 
;t  as  importantly  our  4-wheel  disc 
akes  let  Supreme  go  from  60  to  0 
ickerasweU. 
And,  not  only  does  Cutlass 


Supreme  SL  perform  better,  it  does 
so  while  offering  the  same  EPA 
combined  fuel  economy  estimate 
of  23  miles  per  gallon. 

More  Room,  Yet  Better 

Highway  Gas  Mileage  Than 

Honda  Accord  LX. 

As  you'd  expect,  Cutlass 
Supreme  is  larger  and  roomier  than 
the  Honda  Accord  LX.The  Supreme 
SL  also  comes  with  a  V6  engine, 
while  the  Accord  has  a  smaller  4-cyl- 
inder  Yet,  you  don't  give  up  highway 
fuel  efficiency  in  the  Supreme.  When 
the  Honda  is  equipped  with  its 
optional  automatic  transmission,  our 
EPA  highway  estimate  of  30  miles 
per  gallon  beats  the  smaller  Accord. 

More  Corrosion  Protection 
Than  Taurus  And  Accord. 

No  car  in  the  world  is  better 
protected  against  exterior  surface 
rust  that  occurs  from  everyday 
scratches  and  dings  than  Cutlass 
Supreme.  All  Supremes  use  galva- 
nized steel  on  outside  surfaces. 


Accord  uses  outer  galvanized  steel 
only  on  the  hood  and  fenders,  while 
Taurus  uses  none  on  the  outside 
surfaces.  You'll  appreciate  this  even 
more  five  years  fi"om  now 

A  Better  Owner  Satisfaction 
Plan,  Too. 

When  it  comes  to  owner  satis- 
fectioa  it^  no  contest  The  Oldsmobile 
Edge  is  a  comprehensive  owner 
satisfaction  plan  designed  to  mal<e 
Oldsmobile*  the  industry  leader.  It 
includes  a  Guaranteed  Satisfaction 
program!  a  36  month/50,000  mile 
Bumper-to-Bumper  Plus  Warranty,' 
and  24-hour  Roadside  Assistance? 

Test  drive  a  Cutlass  Supreme  at 
your  Oldsmobile  dealer.  We  think 
you'll  agree  it^  the  smartest  choice  for 
the  new  generation.  Or,  for  more 
information,  call  1-800-242-OLDS 
Moa-Fri. ,  9  am  to  7  pm  EST 


ill  The  New  Generation  of 

iOldsmoDile 


;S 


imlted  to  30  days  or  1 .500  miles,  whichever  comes  first,  exchange  for  credit  on  another  Oldsmobile  only  Fleet  and  leases  excluded  See  your  dealer  for  details  and  restrictions,  2)  Tires  covered  by 
r  manufacturer  A  deductible  applies  after  1 2  months/1 2,000  miles.  See  your  Oldsmobile  dealer  for  terms  of  this  limited  warranty  31  During  term  of  the  Bumper  to  Bumper  Plus  Wgrranty,  services 
'  flded  by  Cross  Country  Ivlotor  Club,  Inc.  Boston,  IVIA  and  in  California,  by  Cross  Country  Motor  Club  of  California.  Inc  Boston.  MA. 


Regions/Monument  Valley 


Arizona  s  Monument  Valley  helps  sell  cars, 
dog  food  and  what-have-you.  In  the  pro- 
cess it  brings  in  wampum  for  the  hard- 
pressed  Navajos  living  nearby. 

In  John  Wayne's 
footsteps 


By  Seth  Lubove 


11u»,>v  hv  Kix-d  Rjhn 


Bill  Crawley,  the  man  to  see  in  Monument  Valley 
For  $25  an  hour  hell  get  you  what  you  need. 
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Tl  HIS  summer's  box  office  hit 
Back  to  the  Future  Part  III 
wouldn't  have  been  the  same  if 
it  weren't  for  Monument  Valley.  The 
script  sent  Michael  J.  Fox  and  his  time 
machine  back  to  the  year  1895.  What 
better  way  to  represent  that  era  than 
to  have  Fox  land  among  the  valley's 
magnificent  crested  buttes  and  have 
him  chased  by  125  yelping  Indians  on 
horseback? 

For  Americans  and  for  much  of  the 
world,  Monument  Valley  has  come  to 
symbolize  the  Wild  West,  having 
served  as  a  backdrop  for  scores  of 
horse  operas  ranging  from  Stagecoach 
in  1939  to  The  Legend  of  the  Lone  Rang- 
er in  1981. 

Nowadays  western  movies  are  out 
of    fashion    but    Monument    Valley 
isn't.  It  swarms  with  advertising  peo- 
ple. Admen  use  the  dramatic  land- 
scape to  draw  people  to  such  diverse 
products  as   Estee   Lauder  perfume, 
Guinness  beer,  ibm  typewriters,  Nor- 
folk Southern's  freight  service  and 
Carnation  Co.'s  Come  'N  Get  It  dog 
food.  Almost  every  major  car  compa 
ny  has  placed  a  car  in  Monument  Val 
ley — or  on  top  of  one  of  its  spires 
Next  month  Volvo  will  be  here  shoot 
ing  a  commercial  for  its  new  line  of 
luxury  cars.   Clearly  the  carmakers 
think  Monument  Valley  has  a  rugged 
outdoors    feel,    perhaps    enough    to 
make  viewers  want  to  jump  into  a 
Volvo  or  a  Mercedes  and  head  for  thepyt 
wide  open  spaces.  The  advantage  of 
pitching  dog  food  from  atop  a  crested 
butte?  It  sure  gets  the  viewers'  atten 
tion  in  a  hurry. 

Monument  Valley  is  part  of  a  1 7.5- 
million-acre  Navajo  Indian  reserva- 
tion (pop.  215,000),  that  covers  an  area 
larger  than  West  Virginia.  The  local  ^c 
economy  is  moribund;  one-third  of 
the  working-age  population  on  the 
reservation  is  unemployed,  and  those 
who  do  work  earn  an  average  armual 
income   of   less   than   $4,400.    After 
tourism  and  coal  mining,  the  filming 
of  commercials  is  among  the  area's 
biggest  sources  of  income.  The  Nava 
jo  tribe  gets  only  about  $80,000  a  year 
in  fees  for  the  use  of  the  location,  but 
it  gets  substantially  more  indirectly, 
mainly  money  that  the  film  produc 
tion  outfits  spend  at  hotels,  restau 
rants  and  trading  posts. 

When  film  or  advertising  people  ar- 
rive in  Monument  Valley,  one  of  the  Mida 
first  men  they  look  for  is  Bill  Crawley. 
For  $25  an  hour,  Crawley  finds  sand 
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Photographers  shooting  an  ach'ertisetnent for  Guinness  beer 
With  westerns  out  ojjashion,  the  admen  have  taken  over. 
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lunes,  stagecoaches,  Old  West 
irops — you  name  it.  Crawley  can  also 
lelp  smooth  the  way  with  the  Indi- 
ms;  many  of  them  trust  him  but  are 
uspicious  of  outsiders. 

A  few  months  ago  Crawley,  55, 
ounded  up  25  local  Navajos  for  a 
ianyo  television  commercial,  dressed 
hem  in  warrior  garb,  then  set  them 
oose  against  a  make-believe  cavalry, 
lefore  that  he  helped  Lanier's  voice 
Toducts  division  film  an  ad  featurmg 
vmold  Palmer  driving  a  golf  ball  from 
he  top  of  a  900-foot  butte. 

In  1949,  at  the  age  of  14,  Crawley 
lame  to  the  reservation  with  his  fa- 
her,  who  trucked  food  deliveries  over 
usty  dirt  roads  to  the  various  Indian 
rading  posts.  That  same  year  the  two 
rought  supplies  to  the  set  of  John 
ord's  She  Wore  a  Yellow  Ribbon,  star- 
ing John  Wayne. 

Wayne  and  Ford  are  long  dead  but 
lonument  Valley  lives  on,  and  for 
ow  at  least  advertising  people  can't 
;em  to  get  enough  of  it.  It  would 
ttract  even  more  film  crews  were  it 
ot  for  a  lack  of  accommodations, 
'he  nearest  town,  Kayenta,  is  24 
iiles  from  the  valley,  and  accommo- 
ations  there  consist  of  a  160-room 
[oliday  Inn  and  a  smaller  motel, 
here's  a  lodge,  Goulding's,  whose 
•under,  Harry  Goulding,  was  respon- 


sible for  bringing  director  John  Ford 
and  the  first  film  crews  to  the  area. 
But  rooms  are  often  booked. 

The  Navajos  say  they'll  build  an- 
other hotel  at  Monument  Valley 
within  four  years,  but  in  the  mean- 
time they're  losing  potential  opportu- 
nities. Example:  Director  Ridley  Scott 
(lilade  Runner,  Alien.  Black  Rain)  want- 
ed to  use  Monument  Valley  this  sum- 
mer to  film  some  scenes  for  an  up- 
coming motion  picture  iThelma  and 
Louise),  but  he  couldn't  get  any  hotel 
rooms.  So  he  will  do  his  filming  over 
200  miles  north  in  Moab,  Utah. 

For  years,  when  filmmakers  needed 
Indians  they  got  them  on  the  cheap. 
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But  last  fall,  during  the  filming  of 
Hack  to  the  I'uture  t'art  III,  the  band  of 
Navajos  in  full  battle  dress  went  out 
on  strike  for  a  day.  Universal  had 
hired  the  Indians  and  their  horses  to 
race  across  the  floor  of  the  valley  in 
pursuit  of  Michael  J.  Fox.  But  the  Na- 
vajo extras  were  disgruntled  over  the 
pay  of  $50  a  day.  They  became  in- 
censed when  a  helicopter  carrying  a 
film  crew  began  swooping  overhead 
to  catch  the  action,  kicking  up  dust 
and  spooking  the  horses.  The  Navajos 
won  a  doubling  of  their  wages. 

Some  of  the  Indians  are  of  two 
minds  about  the  use  of  their  valley  as 
a  comc-on  for  advertisers.  Like  most 
tribes,  the  Navajos  attach  a  religious 
significance  to  their  land.  Tribal  lead- 
ers must  approve  in  advance  any  film- 
ing plans,  and  film  crews  must  avoid 
trampling  over  the  Navajos'  religious 
shrines  and  the  vegetation  on  which 
their  sheep  graze. 

But  so  long  as  the  film  and  advertis- 
ing people  mind  their  manners  and 
keep  their  purses  open,  the  Navajos 
tolerate  them.  Many  even  enjoy 
mounting  horses  and  making  believe 
they  are  their  own  warlike  ancestors. 
Of  the  camera-toting  intruders,  Gil- 
bert Brown,  manager  of  the  Navajos' 
office  of  broadcast  services,  says: 
"Just  keep  them  coming."  ■ 
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When  Marks  &  Spencer  bought  Brooks 
Brothers  in  1988,  it  started  making 
changes.  But  at  Brooks  Brothers,  change 
entails  special  risks. 

An  escalator?  In 
Brooks  Brothers? 


IN  October  Brooks  Brothers,  the 
venerable  bastion  of  traditional 
men's  tailoring,  did  something 
radical.  "Brooks"  as  generations  of 
steady  customers  have  fondly  called 
it,  installed  escalators  between  the 
first  three  of  its  six  floors. 

The  escalators  came  along  with 
several  other  customer-friendly  inno- 
vations— including  putting  shirts  and 
sweaters  on  open  tables  instead  of  in- 
side glass  cases — as  part  of  a  $7  mil- 
lion renovation  of  Brooks'  flagship 
store  at  346  Madison  Avenue. 

Old-line  customers  were  a  bit  shak- 
en by  the  new  moving  stairways. 
Many  wrote  William  Roberti,  Brooks 
Brothers'  president,  to  say  so.  To 
these  customers,  shuttling  to  Brooks' 
second  floor  via  escalator  seemed, 
well,  jarring.  They  liked  things  the 
way  they  had  been  back  in  their  col 
lege  days. 

Mind  you,  we're  not  talking  about 
stuff  like  banks  of  video  monitors 
flashing  pictures  of  three-piece  suits 
or  espresso  bars  on  every  floor.  The 
new  Brooks  looks  remarkably  like  the 
old  Brooks,  with  exactly  the  same 
Jark-mahogany-paneled  men's  club 
decor  and  atmosphere.  Moreover,  the 
Madison  Avenue  store  badly  needed 
escalators.  Especially  at  holiday 
times,  the  long  wait  for  Brooks'  state 
ly  elevators  could  test  the  mettle  of 
even  the  most  loyal  customer. 

But  since  its  founding,  in  1818, 
Brooks  and  its  clientele  regarded  any 
kind  of  change  with  slightly  less 
warmth  than  Edmund  Burke  felt  for 
the  French  Revolution.  Fifteen  years 
ago  Brooks  sweated  bullets  when  it 
widened  the  width  of  the  trouser  legs 
on  its  suits  from  16  to  17  inches.  "Let 
me  tell  you,  we  were  worried,"  says  a 
former  Brooks  executive.  "This  is  not 
a  retail  store,  it's  an  American  institu- 
tion, and  anything  remotely  revolu- 
tionary will  destroy  it." 

Ironically,  this  revolution  comes 
from  England.  Marks  &  Spencer  Pic, 
the  British  mass-merchandising  giant 
and  Brooks'  parent,  is  new  to  the  colo- 
nies and  Brooks'  haute  Yankee  ways 
(Forbes,  Sept.  18,  1989].  It's  learning 
the  hard  way.  In  1988  Marks  &.  Spen- 
cer ($9.5  billion  sales)  paid  the  ailing 
Campeau  Corp.  the  lordly  sum  off 
$750  million  for  Brooks'  47  stores  (it; 
now  has  52).  At  the  time,  the  price 
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looked  much  too  high.  It  still  looks  '"'oi 


Brooks  Brothers'  remodeled  flagship  store  on  Madison  Avetiue 
The  new  escalators  made  old-line  customers  feel  queasy. 


that  way 

In  the  fiscal  year  ended  Mar.  31 
1989  Brooks  earned  $39  milhon  be 
fore  interest  and  taxes  on  sales  of  $277 
million.  In  the  latest  fiscal  year,  salesJ 
grew  to  $322  million,  thanks  partly  to  | 
new  stores  in  Chicago  and  in  Colum- 
bus, Ohio. 
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But  earnings  fell  41%,  to  $23  mil- 
lion. Part  of  that  drop  came  from  what 
M&.S  coyly  calls  "de-stocking." 
Which  means  frequent  sales  and  pro- 
motions to  get  rid  of  slow-moving 
merchandise — Brooks  is  currently 
running  a  35% -off  sale.  Marks  &. 
Sparks,  as  its  budget-minded  British 
ustomers  call  it,  has  begun  using 
sales  promotions  in  Britain  through- 
out the  year.  But  in  the  old  days 
Brooks  ran  sales  only  twice  a  year. 
Brooks  officials  wouldn't  be  inter- 
/iewed  for  this  story.) 

A  bright  spot  is  Japan.  Brooks  has  a 
51%  stake  in  31  stores  there,  which  it 
■uns  in  a  joint  venture  with  Japan's 
Daido  Worsted  Mills  Ltd.  The  Japa- 
lese  are  suckers  for  Brooks'  version  of 
'rotestant  chic,  and  these  solidly 
)rofitable  stores  now  account  for 
ibout  30%  of  Brooks'  earnings. 

In   the   U.S.,    however,    Marks   &. 
ipencer  is  busily  rewriting  the  gospel 
iccording  to  Brooks.   It  brought  m 
tylish,  English-cut  suits  with  slight- 
y  padded  shoulders,  pleated  trousers 
nd  natty  two-button,  double-vented 
ackets.  There  is  also  an  expanded 
portswear  selection.   You  can  still 
ind  country  club  favorites  like  pants 
mbroidered  with  golfers  in  midswing 
3r  $78  and  ties  with  Brooks'  "golden 
eece"  logo — a  limp  sheep  hanging 
rom   an   elaborate   tassel.   But   just 
cross  from  the  golf  pants  hangs  a 
ack  of  sleeveless  tank  tops.  And  for 
tie  buttoned-down  biker,  a  wide  se- 
iction  of  leather  and  suede  jackets. 
Not  surprisingly,  some  Brooks  reg- 
lars  have  taken  a  dim  view  of  all 
lis — is  nothing  sacred  anymore?  In 
jcent    years    double-breasted    suits 
ave  accounted  for  up  to  75%  of  all 
uit  sales  at  Marks  &  Spencer.  The 
Dmpany  boosted  Brooks'  supply  to 
5%  of  inventory,  but  double-breast- 
is  have  never  approached  15%   of 
lies.   The  new   models   also  upset 
rooks'   salesmen,    many    of   whom 
»ok    like    they've   peddled   Brooks' 
ares  since  the  store  invented  the 
atton-down  collar  at  the  turn  of  the 
•ntury.  Says  one,  "I  cringe  whenever 
show  a  customer  a  double-vented 
lit.  Brooks  means  single  vents." 
So  it  does.  The  epitome  of  Brooks' 
jyle,  and  the  bedrock  of  its  business, 
is  long  been  the  aptly  named  "sack 
lit,"  a  loose-fitting,  unpadded  body- 
ivelope  that  sells  for  $600  on  aver- 
;e  and  can  go  anywhere  respectably 
ithout    attracting    attention.     It's 
lintessentially  understated  in  a  kind 
Boston/Old  New  York  way.  Which 
exactly  what  the  typical  Brooks 
istomer  has  wanted.  "You  always 
id    the    assurance    that    if    Brooks 
essed  you,  no  one  would  laugh," 
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Brooks  President  William  Roherti 
Presiding  over  too  much  change7 

says  Lawrence  Wortzel,  a  retail  con- 
sultant and  professor  of  marketing  at 
Boston  University. 

Marks  &.  Spencer  made  more  subtle 
changes  as  well.  Brooks  never  adver- 
tised very  much,  but  for  years  readers 
of  the  New  York  Times  could  open  to 
the  newspaper's  second  page  and  ex- 
pect to  find  a  simple  drawing  showing 
loafers  or  a  Brooks  seersucker  suit  in 
the  upper-left-hand  comer.  Brooks 
crafted  the  unassuming  ads  in-house 
and  ran  them  just  about  every  day  in 
the  same  spot.  Last  year  McCann- 
Erickson  was  hired  to  produce  Brooks' 
advertising.  Suddenly,  splashy,  full- 
page  color  photos  started  appearing  in 
magazines  with  the  theme  "The  sur- 
prise of  Brooks  Brothers." 

The  old  ads  were  Ivy  League  and 
soft-sell  and  they  embodied  Brooks' 
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Brooks'  jazzy  new  advertising 
Oops,  too  trendy. 


retiring,  unostentatious  style.  And 
their  placement  and  frequency  in  the 
Times  were  solidly  reliable — a  bedrock 
virtue  to  the  Brooks  customer. 

The  new  ads  certainly  had  more 
pizzazz  in  a  Madison  Avenue  sort  of 
way.  But  there  lies  trendiness.  The 
result:  another  flood  of  angry  mail  to 
Brooks  President  Roberti. 

Which  illustrates  the  Brooks  dilem- 
ma. To  some  degree,  Marks  &  Spencer 
couldn't  afford  not  to  tinker  with  the 
hidebound  Brooks  operation.  When 
M&s  bought  it.  Brooks  had  tidy  mar- 
gins of  over  10% — fine  performance 
for  a  specialty  menswear  retailer — but 
growth  had  slowed  to  4%  to  5%  a 
year.  In  Brooks,  Marks  &.  Spencer  got 
the  clothing  equivalent  of  a  two-fisted 
steak  house  with  a  steady  stream  of 
well-heeled  meat-and-potato  eaters.  It 
soon  found  that  the  arteries  of  older 
customers  were  hardening  and  the 
new  generation  of  Brooks  shoppers 
was  turning  away  from  a  diet  of  red 
meat.  They  wanted  nouvclle  cuisine. 

Take  architect  Peter  Moore,  31,  ex- 
actly the  kind  of  customer  Brooks 
wants  to  win  back.  Moore  has 
shopped  at  Brooks  since  childhood. 
He  still  docs,  but  only  for  Brooks' 
sturdy  boxer  shorts  and  beloved  but- 
ton-down oxford  shirts.  He  wouldn't 
be  buried  at  sea  in  a  sack  suit.  "It  has 
no  sass,"  says  Moore.  "A  Brooks 
Brothers  suit  is  for  the  50-year-old 
insurance  executive  who  commutes 
from  Westport."  Moore  buys  his  suits 
instead  from  Ralph  Lauren. 

Lauren,  a  former  Brooks  salesman, 
has  tried  to  capture  the  marketing 
position  of  his  old  employer.  But  he 
has  replaced  Brooks'  plain  Yankee 
look  with  an  American's  daydream  of 
how  an  English  country  gentleman 
once  lived  and  clad  himself.  Retailers 
like  Lauren  and  Brooks'  neighbor  Paul 
Stuart  arc  snatching  some  of  tomor- 
row's Brooks  customers. 

To  justify  the  hefty  acquisition 
price,  Marks  &.  Spencer  aimed  to 
boost  Brooks'  profits  to  $75  million 
within  five  years — a  goal  that  now 
looks  unreachable.  Many  of  the  inno- 
vations it  introduced  are  sensible 
ones.  But  Brooks'  still  loyal  clientele 
will  accept  only  incremental,  subtle 
change.  The  trick  will  be  to  keep 
them  happy  while  at  the  same  time 
attracting  younger  people  who  want 
something  more  international  and 
trendy  than  Brooks'  traditional  wares. 
Brooks  remains  a  jewel  of  American 
retailing,  but  it's  a  fragile  jewel.  Says  a 
former  Brooks  executive:  "Marks  & 
Spencer  never  understood  the  nu- 
ances of  the  Brooks  Brothers  custo- 
mer." It's  learning,  but  the  lessons 
will  take  a  long  time  to  apply.  — J.L. 
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On  the  Docket 


Afraid  to  allow  Imelda  Marcos  to  return  to  her  homeland,  the 
Philippine  government  is  letting  U.S.  courts  chase  her  money.  But, 
for  all  the  tears  she  sheds  in  court,  Imelda' s  hardly  going  to  lose 
all  her  shoes,  jewels  or  her  far-flung  fortune. 


Dry  those  tears,  Imelda 


By  Jonathan  Greentiei^ 

IMELDA  Marcos,  a  onetime  beau- 
ty queen,  has  been  putting  on  the 
performance  of  her  hfe  the  past 
two  months.  On  trial  in  federal  court 
in  New  York  on  charges  of  embez- 
zling millions  from  the  Philippines 
and  laundering  the  funds 
in  the  U.S.,  the  former 
Philippine  First  Lady 
breaks  into  tears  regular- 
ly. Her  lawyer  portrays 
her  as  a  frail  widow  who 
was  "abducted"  from 
her  homeland  by  U.S. 
government  agents. 

But  all  the  tears  and 
histrionics  mean  little. 
No  matter  what  the  out- 
come of  the  New  York 
trial,  Imelda  will  proba- 
bly be  able  to  hold  on  to 
most  of  her  wealth,  esti- 
mated to  be  far  in  excess 
of  $2  billion. 

The  outlook  in  the 
Philippine  case  has 
changed  dramatically 
since  February  1986, 
when  Corazon  Aquino 
swept  into  power  and 
the  Marcoses  were 
swept  out.  Back  then  it 
seemed  as  though  the 
new  government  would 
have  little  trouble  recov- 
ering the  Marcoses'  far- 
flung  assets. 

The  Aquino  govern- 
ment won  its  biggest 
court  victory  in  1986 
when  a  federal  district 
court  in  Los  Angeles  is- 


sued an  order  preventing  the  Mar- 
coses from  selling  any  of  their  as- 
sets— not  only  in  California  but  any- 
where in  the  world.  How  could  a  U.S. 
court  claim  jurisdiction  over  foreign 
leaders  like  the  Marcoses?  On  the 
somewhat  flimsy  grounds  that  the 
Marcoses  had  invested  $30  million  to 
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$40  million  in  two  California  banks.  W 

Flimsy  or  not,  the  court  order  was 
affirmed  two  years  later  by  the  U.S 
Ninth  Circuit  Court  of  Appeals  in  Sar  ul 
Francisco.  Significantly,  the  appeals 
court  indicated  that  the  Marcoses 
funds  were  not  protected  by  the  Act  o:  fcie 
State    doctrine.    That    doctrine    hac 

been  used  for  years  tc  ta 
prevent  U.S.  courts  frorr  Jiml 
reviewing  any  actions  Ev( 
that  foreign  leaders  tool  p 
while  operating  in  thei]  Mij 
official  capacity.  It  really  »iiie 
comes  down  to  a  mattei  ri 
of  national  sovereign  less 
ty — the  idea  that  no  na  ilieli 
tion  has  the  power  tc  tita 
make  another  natior  lieCi 
subject  to  its  laws.  irlai 

Why  didn't  the  doc  ali 
trine  apply  to  the  Mar  lillio 
■^—g—i,  coses?   The   federal   ap  100 1 
fl^^H  peals   court   ruled   tha  ullio 
^^^J  the  various  misdeeds  ii  oveti 
JfL  question  had  nothing  t(  fflO  i 
do  with  Marcos'  positioi  inks, 
as  president.  Wrote  Ap  ivet 
pelate        Judge        Johi  mme: 
Noonan,     "Our    court  iitoa 
have  had  no  difficulty  ii 
distinguishing  the  lega 
acts  of  a  deposed  rule 
from  his  acts  for  person 
al  profit.  .  .  .  [These  lat  iior , 
ter  acts]  are  as  adjudica 
ble   and   redressable 


Imelda  Marcos  goes  to  court  with  lawyer  Gerry  Spence 
Will  the  Jury  sympathize? 


would  be  a  dictator's  ac  4 
of  rape."  The  U.S.  Su  «iialf 
preme   Court   in   effec  k 
agreed,  refusing  to  hea 
the  case. 

Faced  with  such  coui 
rulings      against      hir 
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Imelda  Marcos'  flamboyant  defense 
attorney,  Gerry  Spence,  has  decided 
to  play  for  the  jury's  sympathy.  He 
tries  to  portray  his  chent  as  the  victim 
and  suggests  she  wouldn't  have  any 
idea  whether  her  husband  was  looting 
the  Philippine  treasury. 

Spence  is  also  ignoring  the  Califor- 
nia courts'  stance  on  the  Act  of  State 
doctrine;  he  claims  that  since  Ferdi- 
nand Marcos  declared  martial  law  in 
1972,  all  his  actions  were  official  and 
therefore  exempt  from  review  in  a 
U.S.  court.  This  strategy  was  clear 
when  he  talked  to  Forbes  before  the 
trial  started  in  early  April.  Said  he,  "If 
Mrs.  Marcos  is  going  to  be  tried,  she 
should  be  tried  in  the  Philippines." 

Gerry  Spence  knows  that  criminal 

trials  in  the  Philippines,  as  in  the 

U.S.,  can  take  place  only  with  the 

I  defendant  present,  and  he  also  knows 

-.hat  the  Aquino  government  is  death- 

y  afraid  to  allow  Imelda  to  return  to 

:he  country  where  she  and  her  late 

lusband  remain  popular.  Thus  all  ac- 

ion  against  Mrs.  Marcos  in  Philip- 

nne  courts  has  been  civil,  not  crimi- 

lal.  And  this  has  effectively  prevent- 

;d  the  Aquino  government  from  going 

ifter  the  Marcos  booty  as  a  whole. 

-nstead,  Aquino's  prosecutors  have  at 

j[  east  35  separate  cases  against  the 

t(  vlarcoses  that  are  bogged  down  in  the 

)iJ;umbersome  civil  process. 

Even   if    the    U.S.    wins   its   case 
gainst  Imelda  in  New  York — or  the 
'hilippine   civil   cases   miraculously 
ome  to  a  quick  conclusion — she  will 
;iardly  lack  for  shoes  or  the  other  bau- 
•les  she  so  prizes.  Most  of  her  money 
5  believed  to  be  held  outside  the  U.S., 
rcrhaps  in  Austria,  Luxembourg  or 
01  |he  Cayman  Islands  as  well  as  in  Swit- 
erland.  So  far  only  about  $700  mil- 
lion has  been  uncovered — about  $400 
tiillion  in  Swiss  bank  accounts,  some 
jnilOO  million  in  U.S.  assets  and  $200 
y  iiillion  in  the  Philippines.  The  Swiss 
,  u  lovemment  has  agreed  to  freeze  the 
;if400  million  on  deposit  with  Swiss 
0  anks,  and  thus  far  lower  Swiss  courts 
\r  ave  indicated  that  the  Aquino  gov- 
ii  mment  has  the  right  to  the  funds — 
mt  ut  only  if  a  judgment  against  Imelda 
.,;[  larcos  is  handed  down  by  the  Philip- 
>,;  ine    Supreme    Court.    That    could 
.ji  like  years. 

,;3[  The  solution?  Some  legal  experts 
iji  jivor  an  international  treaty  that 
;;,  j'ould  force  all  signatories  to  hand 
'-_  J  |ver  banking  information  in  cases 
,,j;rhere  deposed  dictators  or  intema- 
y  lOnal  fugitives  have  stashed  illegally 
-J  (btained  funds.  Says  Harvard  law  pro- 
jj  |;ssor  Abram  Chayes,  who  has  ad- 
ised  the  Aquino  government,  "A  lot 
jj|f  this  money  is  simply  not  going  to 
Tjl  2  recovered."  So  what's  new?  ■ 


:i: 


. ,» 


kg: 


May  31.  1990 

Kanematsu  USA  Inc. 

has  acquired 

Diemakers,  Inc. 


The  International  Harvest  Group, 

of  Delaware.  Ltd 

30  Broad  Street  •  New  York,  NY  10004 
(212)  480-1100 

IHG  acted  as  financial  advisor  to  Kanematsu  USA  Inc  and  assisted  in  the 
negotiations  IHG  is  a  private  investment  bank  specializing  in  corporate  finance  and 
crossborder  advisory  services 


Stanley  Spencer  had  a 
stroke. 

It  came  from  high  blood 
pressure. 

If  only  he  had 
listened  to  his 
doctor. 

Nowhecanit 
even  talk  to  him. 

Stanley  Spencer's  stroke  didn't  have  to  happen. 

He  should  have  taken  his  medicine,  and  stayed  on  his  diet. 

If  you  have  high  blood  pressure,  listen  to  the  doctor. 

It's  your  health.  It's  your  life.  It's  your  move. 


The  National  High  Blood  Pressure  Education  Program 

I  Heart,  Lung  jnd  Blcnid  Institutt   Naconal  InMiiulcs  .,1  Health,  Public  Health  Service   US  Department  ul  Health  an^n^uIT 
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Computers/ 
Communications 


It  used  to  be  that  only  scientists  needed 
computers  with  strong  math  skills.  Now 
brochure  writers  and  interior  decorators 
need  them..  Good  news  for  Weitek  Corp. 

How  fast  can 
you  multiply? 


Kathleen  K.  Wiegner 


RAYMOND,  the  idiot  savant  in 
the  film  Raimnan,  is  a  whiz 
with  numbers.  Asked  to  ex- 
tract the  square  root  of  2,130,  he  an- 
swers 46.15192304  after  a  moment's 
hesitation.  A  brain  like  a  computer, 
you  say. 

Wrong.  Until  recently,  only  very 
specialized  computers — like  the 
supercomputers  used  to  keep  track  of 
the  weather  or  nuclear  reactions — 
were  really  good  at  math.  Most  com- 
puters are  best  at  other  kinds  of  data 
processing;  moving  information 
around  and  making  "and/or"  and 
"yes/no"  decisions.  Word  processing, 
record  keeping  and  text  editing  put  a 
demand  on  logical  but  not  on  arith- 
metic abilities. 

But  arithmetic  is  now  beginning  to 
pop  up  in  the  unlikeliest  of  places. 
Desktop  publishing  is  one  of  them. 
The  old  dot-matrix  printers  didn't  do 
any  number  crunching.  They  had  a 
library  of  letters  stored  in  a  memory 
chip  as  dot  patterns.  Simple,  but  very 
inflexible.  If  you  wanted  a  bold,  itali- 
cized or  larger  letter  on  your  letter- 
head you  had  to  have  that  other  style 
of  letter  stored  in  memory. 

Then  along  came  Adobe  with  its 
PostScript  software,  which  describes 
the  outline  of  letters  in  terms  of  equa- 
tions rather  than  a  matrix  of  dots. 
When  told  by  the  computer  to  print 
an  italic  letter  H  of  a  certain  size,  a 
modem  laser  printer  calculates  from 
the  appropriate  equations  the  bound- 
aries of  each  curve  defining  the  edge 
of  that  H.  It  sends  that  information  to 


the  laser  engine,  which  blackens  in 
the  area  between  the  outlines.  A  regu- 
lar H  or  a  bold  H  are  described  by 
different  equations.  Creating  just  one 
alphabet  may  take  up  to  10  million 
calculations,  and  you  don't  want  to 
wait  all  day  for  your  letterhead.  So  the 
laser  printer  must  have  a  very  fast 
calculator  built  in. 

Graphics  users,  too,  need  a  lot  of 
arithmetic  power.  Such  a  customer 
might  be  an  interior  decorator  moving 
furniture  about  on  a  color  terminal  or 
a  plastic  surgeon  contemplatmg  what 
a  nose  job  will  do  to  a  patient.  When 
you  get  to  a  moving  3-D  image  with 
detailed  shading,  the  computer  must 
do  300  million  computations  a  sec- 
ond. The  day  may  not  be  far  off  when 
televisions  reconstruct  color  images 
from  tightly  compressed  clumps  of 
data,  using  similarly  intense  bursts  of 
arithmetic. 

This  is  where  Sunnyvale,  Calif.- 
based  Weitek  Corp.  comes  in.  (The 
name  is  from  the  Chinese  word 
"wei,"  meaning  "very  small.  "^  Wei- 
tek sells  number  crunchers  on  chips. 
These  specialized  silicon  calculators 
can  either  function  in  groups  linked 
together  to  provide  near-supercom- 
puter-like power  for  certain  special- 
ized tasks  or  be  installed  as  single 
chips  right  alongside  the  central  mi- 
croprocessor of  a  home  computer. 
Popping  a  $1,000,  25-megahertz  Wei- 
tek math  chip  into  an  nec  386DX 
personal  computer,  for  example,  dou- 
bles or  triples  the  machine's  number 
crunching  power,  to  4  million  to  5 
million  computations  per  second.  If 
you  intend  to  do  a  lot  of  graphics  work 
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this  chip  is  a  good  investment.  iiesj] 

Let's  pause  here  to  define  speed  in  ; 
computer.  One  measure  is  how  man; 
million  instructions  per  second  it  ca:  jtesti 
execute — the  familiar  "mips" 
mainframe  shoppers.  In  a  classic  data  |  uj] 
processing  setting,  these  instruction  njjp 
are  largely  such  mindless  tasks  a  ijt,,;j| 
fetching  an  item  from  memory  or  adc  Djj-j 
ing  I  to  a  counter.  oc^jj^ 

Heavy  arithmetic  users  are  mor  ^  jf 
interested    in    another    measure    c  jjUjj 
speed.  This  measure  is  millions  c  s^jj 
floating-point  operations  per  seconc  eotj^. 
a.k.a.  megaflops.  Here,  an  operation  i  ry^n 
a  multiply,  divide,  add  or  subtract.     \{\^^a 

The  phrase  "floating  point"  refei  kg,; 
to  a  scientific  style  of  number  i 
which   the   location   of  its   decimj 
point  is  stored  separately  from  its  dij 
its.       Floating-point       operations-  lyj- 
flops — are  a  tip-off  that  the  speak(  t 
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eitek  Chief  Executive  Arthur  Collmeyer 

elping  computers  raise  their  math  scores. 


ires  more  about  raw  arithmetic  pow- 

in    than  any  other  measure  of  speed. 

iffl  Now  hold  on  to  your  seat.  Weitek's 

cai  stest  chip  does  40  megaflops,  equiv- 

c  lent  to  the  floating-point  ability  of  a 

;iU      million    supercomputer.    Weitek 

.on  lans  to  announce  a  chip  this  summer 

■  a  !at  will  do  120  megaflops. 

idii  Don't  hitel's  or  Motorola's  micro- 

ocessors  have  the  smarts  to  do  this 

aoi  nd  of  math?  Most  of  them  don't. 

c  0  btil  last  year,  when  Intel  introduced 

rs  ( ii  486  model,  microprocessors  were 

::« leoccupied  with  the  mundane  in- 

oDi  laictions  of  data  processing,  the  step 

i;[    d  fetch  it,  the  adding  1  to  a  counter. 

::tei  iiere  was  little  room  left  on  the  chip 

r  I  ir  heavy,  flops-type  math.  The  Intel 

1116   does  incorporate  floating-point 

ill  ith  capability.  But  even  this  chip 

;s-  ives  customers  of  some  really  num- 

jjffintensive    applications    thirsting 
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for  a  math  boost.  Hence  a  strong  mar- 
ket for  Weitek's  add-on  number  chips. 

Weitek  math  processors  also  help 
speed  up  already  speedy  workstations. 
Every  Sparcstation  from  Sun  Micro- 
systems uses  a  Weitek  chip.  Toshiba's 
new  laptop  engineering  workstation, 
the  Sparc  LT,  has  a  Weitek  chip  de- 
signed in.  Silicon  Graphics,  Compaq 
and  Hewlett-Packard  are  other  Wei- 
tek customers. 

And  so  the  numbers  that  show  up 
in  Weitek's  financial  reports  (the 
company  has  been  public  since  1988) 
are  very  impressive.  From  1985  to 
1989  sales  tripled,  to  $49  milhon,  and 
net  income  went  from  a  loss  of 
$770,000  to  a  profit  of  $6.8  milhon. 
For  the  first  quarter  of  1990,  both  rev- 
enues and  earnings  increased  42% 
over  the  year  earlier. 

There's  a  reason  for  this  gush  of 


An  end  to  the  jaggies 

The  slickest  laser  printers  store 
letters  not  as  fixed  patterns  but 
as  equations.  Equipped  with  a 
quick  math  chip,  such  as  one 
made  by  Weitek,  the  printer  cal- 
culates the  outlines  of  the  letter 
and  blackens  the  space  in  be- 
tween. These  cubic  polynomial 
equations  are  smooth  as  well  as 
flexible.  They  generate  letters 
in  any  size  or  at  any  angle. 
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profits.  Weitek's  chips  average  $200 
apiece,  against  $1.24  for  the  chip  in- 
dustry in  general.  As  for  competition, 
Intel  makes  an  add-on  flops  chip,  but 
it's  not  as  fast  as  Weitek's.  Unlike 
Intel,  Weitek  doesn't  even  tie  up  a  lot 
of  capital  to  get  its  output.  It  spends 
richly  on  designing  the  chips,  then 
farms  out  manufacturing  to  Toshiba, 
Matsushita  and  Hewlett-Packard. 

Weitek's  challenge  is  to  protect  its 
lucrative  niche  as  that  niche  turns 
into  an  industry.  Intel,  60  times  Wei- 
tek's size,  lately  has  become  more 
aggressive  in  pushing  its  own  math 
chips.  But  at  least  Weitek  is  compet- 
ing in  a  growing  market.  Says  Arthur 
Collmeyer,  the  49-year-old  electrical 
engineering  Ph.D.  who  runs  Weitek: 
"We  believe  we  serve  a  market  that 
never  has  enough." 
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Computer  Ventures 


Commentary  by  Richard  A.  Shaffer 


DON'T  MISS  OUT  ON  VIDEOGAMES 


Walt  Disney  turned  motion  into 
emotion,  and  on  that  talent  he  and 
his  successors  built  a  business  that 
has  a  market  value  of  $17  billion. 
The  pervasiveness  of  w^hat  Disney 
achieved  using  an  established  tech- 
nology, motion  pictures,  is  a  re- 
minder of  how  far  we  have  to  go  with 
the  new  technology  of  our  day,  com- 
puters. Although  it  has  been  with  us 
for  more  than  a  quarter-century, 
computer  entertainment  is  still 
mostly  for  adolescent  males.  Arcade 
games  and  home  computer  games 
have  achieved  nothing  like  the  near 
universal  popularity  of  liambi,  The 
Little  Mermaid  or  Cinderella 

What  will  turn  computers  into 
fun  for  the  whole  family?  Perhaps 
something  to  do  with  fiber  optics, 
digital  television  or  compact  audio 
discs.  Perhaps  the  future  home  en- 
tertainment center  will  be  one  of 
those  multimedia  machines  that 
Apple  Computer,  ibm  and  Microsoft 
like  to  talk  about — inexpensive  per- 
sonal computers  that  incorporate 
stereo  sound,  high-quality  graphics 
and  full-motion  video. 

Who  knows?  For  now,  these  tech- 
nologies are  much  too  costly  for  our 
dens  and  living  rooms.  Prices  will 
fall,  however,  and  when  they  do,  the 
best  investments  will  be  entertain- 
ment software  companies.  For  his- 
tory will  repeat.  In  Hollywood  the 
big  profits  go  to  those  who  make  the 
movies,  not  to  those  who  make  the 
film  or  the  cameras.  Again  the  big 
winners  will  be  those  who  produce 
the  programs,  not  those  who  pro- 
duce the  hardware. 

To  date,  the  software  winners  are 
Japanese.  The  biggest  so  far  is  Nin- 
tendo. At  the  retail  level,  annual 
U.S.  sales  of  the  Nintendo  Enter- 
tainment System  have  grown  to 
about  $3  billion  since  the  game  ma- 
chine came  on  the  American  mar- 
ket five  years  ago.  Two  other  Japa- 
nese companies,  Sega  £nterprises 
and  NEC  Corp.,  have  become  impor- 
tant, too. 

There  also  are  plays,  however,  in 
a   few   publicly    traded   American 

Richard  A  Shaffer  isfotvider  of  Technologic 
Partners,  a  technology  consulting  company 
in  New  York  City,  and  publisher  q/"  Techno- 
logic Computer  Letter. 
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companies:  Acclaim  Entertain- 
ment, Electronic  Arts,  Mediagenic, 
Sierra  On-Line,  Software  Toolworks 
and  possibly  Atari. 

These  are  gambles.  All  but  one  of 
the  six  (Sierra  On-Line)  either  has  a 
recent  record  of  losses  or  is  trading 
at  a  very  steep  multiple.  They  are  all 
thinly  traded,  and  the  gamble  is 
compounded  by  the  fact  that  com- 
puter entertainment  is  a  hits  busi- 
ness. As  the  potential  increases  for  a 
big  score  in  the  mass  market,  so 
does  the  potential  for  the  sudden 
death  that  is  so  familiar  in  the  toy 
industry.  Indeed,  the  boom  in  video- 
games would  seem  headed  for  an- 
other bust  soon.  Doesn't  every  teen- 
age boy  with  any  interest  in  such 
diversions  already  have  one?  Are  we 
headed  for  a  replay  of  the  early 
1980s  when  a  previous  videogame 
bubble  finally  burst,  costing  inves- 
tors millions? 

I  think  not.  A  transition  is  in 
progress  that  could  keep  sales 
climbing.  As  game  machines  built 
with  8-bit  microprocessors  begin  to 
fade,  here  come  the  16-bit  ma- 
chines, which  offer  faster  action, 
longer  play  and  more  excitement. 

Sega  and  nec  already  are  selling 
16-bit  game  machines  in  the  U.S., 
which  have  been  well  received. 
Nintendo  will  be  selling  one  in  Ja- 
pan later  this  year,  and  Atari  is  said 
to  be  developing  one  as  well.  If  mar- 
keting is  done  right,  boys  who  own 
the  old  game  systems  will  want  the 
new  one.  The  superior  graphics, 
sound  and  video  of  the  new  systems 
should  attract  new  customers  as 
well.  Additionally,  I  think  the  high- 
er prices  for  16-bit  systems  will 
force  Nintendo  and  the  others  to 
move  beyond  action  games. 

Rather  than  worry  about  the  fu- 
ture, Software  Toolworks  is  concen- 
trating on  the  current  Nintendo  sys- 
tem. At  the  Consumer  Electronics 


Show  in  early  June,  Toolworks  in- 
troduced the  first  of  several  prod- 
ucts that  it  hopes  will  improve  the 
8-bit  Nintendo  system  and  extend 
its  life. 

The  new  product,  called  Miracle 
Piano  Teaching  System,  is  a  game 
attachment  that  gives  piano  les- 
sons. That  may  not  seem  like  much, 
but  It  (and  the  potential  of  similar 
products  later)  has  Wall  Street  ex- 
cited. The  company  expects  to  ship 
150,000  Pianos  this  year,  which  by 
itself  would  raise  revenues  50% . 

In  recent  months,  shares  of  Tool-' 
works  have  doubled,  to  23,  on  talk 
about  the  new  Nintendo  products. 
That's  up  from  a  low  of  4  within  the 
last  year.  Similarly,  hopes  of  a  Nin- 
tendo hit  or  two  have  raised  shares 
of  Electronic  Arts  by  75%,  to  16. 
Sales  of  the  company's  computer 
games  have  been  growing  a  slow  5% 
in  recent  quarters,  but  now  Elec- 
tronic Arts  is  attacking  the  8-bit 
Nintendo  market  and  plans  to  move 
to  the  16-bit  level  by  pursuing  the 
Sega  Genesis  market. 

Astounding  as  those  price  in- 
creases seem,  even  more  rapid 
growth  may  lie  ahead  as  game  com- 
panies experiment  with  audio  disc 
technology.  The  idea  of  using  com- 
pact audio  discs  to  store  computer 
information  has  been  with  us  a 
half-dozen  years.  Machines  to  play 
these  modified  discs,  however, 
have  been  too  expensive.  But  prices 
are  coming  down,  and  some  game 
machines  may  be  able  to  use  ordi- 
nary compact  discs.  The  addition  of 
compact  disc  storage  will  allow  de- 
velopers to  produce  bigger  and  bet- 
ter programs  and  will  provide  a 
cheaper  delivery  medium. 

Although  Mediagenic,  formerly 
Activision,  is  exploring  the  area,  as 
is  Sierra  On-Line,  Electronic  Arts 
seems  the  most  convinced  of  big 
things  ahead  for  compact  discs  and 
game  machines. 

It  could  well  be  that  a  marriage 
of  the  computer  and  compact  disc 
will  do  for  computer  entertain- 
ment what  sound  did  for  Holly- 
wood. Investors  who  get  into  the 
right  stocks  early  may  find,  one 
Christmas  soon,  a  handsome  pres- 
ent under  their  trees.  ■ 
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1874 

'orld's  "First  Word  Processor." 


1932 

The  Letter  That  Launched  Modem  Aviation 


1934 

The  Diesel  Revolution. 
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1940 

Rolling  Ahead  to  Tomorrow. 


1949 

Time  for  the  Atom. 
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The  Soviet  Union  cuts  way  hack  on  most 
conventional  arms  but  pushes  ahead  with 
nuclear  submarines  and  other  forms  of 
high-tech  warfare.  What's  the  game?  How 
should  the  U.S.  respond? 

The  ultimate 
weapon? 


more  capable — and  deadly — than  the 
ones  that  went  before  it. 

Glasnost  or  not,  the  Kremlin  would 
dearly  love  to  have  the  ability  to  slip 
submarines  undetected  off  U.S. 
shores  and  lock  the  subs'  nuclear  mis- 
siles onto  American  cities  and  fac- 
tories at  such  short  range  that  no 
warning  would  avail.  Superquiet  Sovi- 
et subs  could  also  easily  interdict  the 
sea-lanes  that  tie  the  U.S.  to  the  rest 
of  the  world.  Not  that  the  Soviets  plan 
to  use  such  power;  but  having  it 
would  be  a  bargaining  card  that  could 
affect  the  world  balance  of  power. 
Says  Captain  Richard  Sharpe,  editor 
of  the  authoritative  Jane's  Fighting 
Ships.  "I  believe  that  the  Soviets  would 
have  no  difficulty  at  all  in  getting 
sufficient  nuclear  attack  submarines 
out  into  the  Atlantic  to  bring  the 
West  to  its  economic  knees."  The  So- 
viets understand  the  power  game, 
even  if  the  U.S.  doesn't. 

Nor  is  submarine  technology  out  of 
reach  of  vicious  dictatorships  like 
those  in  Syria  and  Libya.  Modem  sub- 
marines— albeit  run  not  by  nuclear 
power  but  by  electric  and  diesel  en- 
gines— are  purchasable  on  the  open 
market.  And  that  could  be  dangerous 
for  the  U.S. 

But,  of  course,  the  Soviet  threat  is 
the  clearest.  A  few  years  back  one  of 
the  finest  U.S.  attack  subs,  the  Au- 
gusta, moving  along  in  its  quietest 
mode,  was  tracking  a  Soviet  sub. 
Suddenly,  the  Augusta  hit  another  ob- 
ject. That  other  object  was  never  of- 
ficially identified,  but  one  naval  ana- 
lyst swears  that  it  was  a  second  Sovi- 
et sub — likely  laden  with  ballistic 
missiles.  He  reasons  that  this  Soviet 


By  Subrata  N.  Chakravarty 

JOHN  Keecan,  the  brilliant  Brit- 
ish military  historian,  recently 
wrote:  "The  submarine  ...  is 
the  instrument  of  ultimate  nuclear 
deterrence  between  the  superpowers, 
holding  at  risk  their  cities,  industries 
and  populations  as  it  circles  their 
shores.  It  is  now  also  the  ultimate 
capital  ship,  deploying  the  means  to 
destroy  any  surface  fleet." 

Just  as  in  World  War  II,  when  the 
carrier  replaced  the  battleship  as 
queen  of  the  sea,  Keegan  recognizes 
that  nowadays  the  modern  nuclear 
submarine  holds  primacy  not  only 
over  aircraft  carriers  but  even  over 
land-based  intercontinental  ballistic 
missiles  as  the  ultimate  means  of  de- 
livering destruction. 

But  who  cares  about  ultimate  weap- 
ons? Soviet  President  Mikhail  Gorba- 
chev has  declared  peace  and  the  U.S. 
Congress  is  busy  debating  how  to 
spend  the  peace  dividend. 

Well,  even  with  the  Soviet  econo- 
my in  collapse,  Moscow  clearly  cares 
about  ultimate  weapons,  submarine 
warfare  in  particular.  While  the  Sovi- 
ets junk  tanks  and  demobilize  infan- 
try, Moscow's  spending  continues 
strong  on  advanced  jet  fighter  tech- 
nology, on  satellites,  on  ships  and 
missiles.  And  submarines,  especially 
submarines.  U.S.  intelligence  officials 
have  concluded  that  Soviet  subma- 
rine construction  shows  no  signs  of 
slowing.  This  year  the  Soviets  are  ex- 
pected to  add  at  least  nine  submarines 
to  their  undersea  armada,  as  against 
three  for  the  U.S.  What's  more,  the 
latest  generation  of  Soviet  subs  is  far 
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sub  was  so  silent  that  the  Au^M^g.^. 
had  no  idea  it  was  even  there.  l)(j]||j 
fered  that  version  of  the  incict,j,jui 
Vice  Admiral  Daniel  Cooper,  ai|(uy/ 
tant  chief  of  naval  operations  foi.|sj]„ 
dersea  warfare,  sits  back  in  his  p}^,^^ 
tagon  office  and  smiles.  But  he  s 
fastly  refuses  to  discuss  the  ma^j 

A  U.S.   naval  authority  one 
scribed  modem  submarine  warfa 
these  terms:  Imagine  a  room  as 
as  a  football  field  but  pitch-blac 
with  thick  carpeting.  Inside  the  r 
two  people  armed  with  daggers 
one  another.  The  one  with  the  q 
est  tread  and  most  acute  hearin,  ^j 
the  better  chance  to  win,  becau 
detects  his  opponent  before  the  (| 
nent  detects  him.  A  flash  of  a 
and  the  battle  is  over. 

A  submarine  in  the  Atlantic  c  ], 
cific  Ocean  seems  an  even  sn| 
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Undersea  Armageddcm 


TYPHOON 
CROSS  SECTION 

(CONJECTURAL) 


TORPEDO  TUBES 


The  largest  and  most  lethal  submarine  in  the  U.S.  fleet  is 
the  Ohio  class  (top).  Its  Soviet  counterpart  is  the  Typhoon 
class  (below).  At  563  feet,  the  Typhoon  is  about  the  same 
length  as  the  Ohio,  but  the  Soviet  sub  is  wider,  displacing 
26,500  tons,  compared  with  18,700  tons  for  Ohio  subs  (see 
cross  sections).  Like  all  Soviet  subs,  the  Typhoon  has  a 
double  hull  to  enhance  survivability. 


COMBAT  AND 
COMMAND  CENTER 


BALLAST  AREA 


A   A   4  A  A  A    A    AAA 


;'^i:£ACTOR 
AREA 


MISSILE  TUBES 


Source:  Jane's  Defence  Weekly:  Sub  vs.  Sub,  Richard  Compton-Hall;  U.S.  Nm 


'^?MJect  than  a  person  in  a  pitch-dark 
:-  cm  the  size  of  a  football  field.  The 
rjdist  submarine  to  slip  through  the 
:  i^icmy's  antisub  defenses  delivers  its 

.issiles  and  torpedoes  first. 

Bpor  decades  American  submarines 
ve  held  a  distinct  advantage  over 
jut^e  Soviets' — in  technology  and  capa- 
M  lity,  and  perhaps  most  important,  in 
■jitar  eir  ability  to  move  silently  and  to 
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tect  the  presence  of  an  enemy  craft. 
It  now  there  is  a  feeling  that  the 
'i;eio|S.  advantage  is  shrinking. 

An    indication    of    how    seriously 

th  sides   take   submarine  warfare 

a  be  seen  from  the  fact  that  the 

;iijs  ree  most  recent  U.S.  Navy  chiefs 

•:sO}  naval  operations  are  all  submarine 

:;jb|terans:    Admiral    James    Watkins, 

I,  who  went  on  last  year  to  become 

.cOfcretary  of  Energy;  Admiral  Carlisle 

iOfost,   60,  who  retired  last  month; 
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and  Admiral  Frank  Kelso  II,  56,  who 

has  just  assumed  the  post. 

Another  veteran  submariner  is  So- 
viet fleet  admiral  Vladimir  Cherna- 
vin,  62,  who  is  now  in  charge  of  the 
entire  Soviet  navy.  Chcmavin  com- 
manded one  of  the  Soviets'  first  nucle- 
ar submarines,  which  put  to  sea  in  the 
late  1950s. 

Despite  all  Gorbachev's  vexing 
problems,  he  has  one  clear  advantage 
when  it  comes  to  military  spending. 
He  can  decide  which  military  pro- 
grams to  trim  and  which  ones  to  keep 
strong,  and  he  can  make  his  decisions 
on  the  basis  of  strategy  and  technol- 
ogy rather  than  on  pork-barrel  strate- 
gy and  domestic  politics.  His  bustling 
submarine  program  indicates  he  is  do- 
ing just  that. 

The  U.S.  Congress  and  the  Penta- 
gon, by  contrast,  are  dithering  about 
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U.S.  defense  policy.  Neither  is  willing 
to  make  the  tough  decisions  about 
future  needs.  Many  congressmen,  pre- 
occupied with  saving  defense  jobs  in 
their  home  districts,  seem  to  be  lean- 
ing toward  cutting  all  the  defense  ser- 
vices equally.  While  the  Soviets  trim 
fat  and  flab  from  their  military  spend- 
ing, we  seem  intent  on  cutting  muscle 
as  well — all  the  while  keeping  every- 
body's trough  full. 

Right  now  one  of  the  most  curious 
elements  of  Soviet  submarine  tech- 
nology is  in  an  unusual  Volkswagen- 
size  pod  on  the  tail  of  the  Soviets' 
newest  attack  submarines.  The  U.S. 
Navy  and  some  civilian  naval  ana- 
lysts think  it  houses  an  awkwardly 
designed  sonar  device.  But  others 
view  it  as  far  more  ominous.  Captain 
William  Ruhe,  until  recently  editor  of 
the  Alexandria,  Va. -based  magazine 
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^IHeIuEW  WORLD 
OF  WINDOWS 
WORD  PROCESSORS 
ftRTHEPC 


Now  that  everyone  agrees  how  a  computer  should  wor 


Judging  by  what  you  see  on  magazine  covers  these 
days,  the  world  now  wants  what  the  Macintosh'  computer 
has  alwav's  had.  And,  suddenly  the  idea  that  a  personal 
computer  should  work  the  way  people  do  has  been  embraced 
by  virtually  every  major  pla\er 

Well,  since  "Mac-like"  is  the  promise  on  every  lip,  this 
might  be  a  good  time  to  point  out  just  what  a  Mac'  is  like. 

What  makes  a  M^icintosh  a  Macintosh  is  not  just  cheer- 
ful icons,  a  mouse,  pull-down  menus  and  other  surfece  man- 
ifestations. A  Mticintosh  is  a  Macintosh  from  the  inside  out. 
Conceived  from  the  chip  up  to  work  intuitively  and  visually 

Because  it's  truly  consistent,  the  entire  family  of 
Macintosh  personal  computers  all  run  the  same  software 
with  identical  point-and-clicksimplicit\'. 

Because  its  a  true  system,  Mcicintosh  printers  and 


other  peripherals  all  connect  together  quickly  and  logicall 
Just  plug  them  in  and  turn  them  on. 

Because  we  engineer  both  the  hardware  and  its  ope 
ating  software,  Macintosh  runs  with  the  smooth  speed  and 
precision  you'd  expect  from  any  perfectly  integrated  desigi  kk 

And  because  Macintosh  isn't  a"graphical"shellgraftec  i 
on  top  of  a  character-based  system,  it  doesn't  expend  lots 
expensive  computing  power  trying  to  do  something  it 
wasn't  designed  for 

Which  is  why  for  less  than  it  usually  costs  to  buy  thi 
software  and  the  high-end  hardware  needed  for  a  Mac  lofisl 
alike,  you  can  have  the  true  article. 

Instead  of  making  do  with  a  handful  of  graphicizefjicr 
programs,  you  can  choose  from  the  thousands  of  highly 
novative  business  applications  developed  specifically  for 


*Tbe  figures  dmit  amie  from  us.  ne}''rejr()m  a  19'J()  study  amdiuled  h]'  Diagnostic  Research.  Inc..  among  Fortune  1000  MIS  managers  and  business  computer  users. 

Call  and  we'll  send  you  a  coin:  ©  1990. ^ple  Computer  Inc.  Apple,  the  Apple  logo.  Mac.  and  Macintosh  are  registered  trademarks,  and  SuperDrive  and  "The  power  to  he  your  bes. 
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)il   try  the  only  one  that  actually  works  thatway 


iiosh  over  the  last  seven  years.  And  instead  of  patiently 

ig  the  long  path  &x)m  yesterdav's  MS-DOS  toV^lndow^ 
l«iinterim  and  to  OS/2  in  tlie  someday*;  you  am  m^ike 
i,il  I  iple  step  to  Macintosh. 

^i^ihe  benefits  of  that  step,  according  to  a  new  indepen- 
i  idy*  by  Diagnostic  Research,  Inc.,  are  considerable. 
,)50)S  people  prefer  a  machine  that  works  like  people  do. 
jit  jnd  they  get  more  done  with  it. 

sers  rated  Macintosh  14%  higher  for  overall  satisfeic- 
vfe|il3%  higher  for  performance  than  for  PCs  mnning 
rloo|v^. Which,  according  to  information  managers  in  the 

udy  translated  into  productivity  ratings  which  were 

^her 
^TJI'ljieanwhile,  what  would  you  sacrifice  by  making  the 

to  Macintosh? 


Not  your  PC'  files.  Every  Macintosh  equipped  witli  an 
Apple"  Su|-)erl)rive  disk  drive  moves  information  between  a 
Macintosh  imd  jui  MS-IX)S  or  OS/2  K  on  standard  3V^inch 
floppy  disks. 

And  not  your  PC  programs,  either  Witli  products  like 
SoftPC  a  Mjicintosh  can  run  virtually  any  DOS  application. 
We  invite  you  to  call  800-538-9696,  ext.  875,  for  the  ncimes  of 
your  nearest  autliorized  Apple  resellers. 

Then  come  in  and  see  what  inspired  the  monumental 
changes  youVe  been  rKuling  iibouL 

After  all,  now  that  everybody  else  Is  trying  to  sell  you  a 
Macintosh,  mavhe  you  should  buy  one. 

The  power  to  be  your  best:  • 

tarks  of.^ple  Q/mpu/er  Inc  MSD(XS  and  Windows  are  registered  trademarks-  o/MicrosoJi  Onporation.  OS/2  is  a  registered  trademark  of  International  Business 
'nc.  SojiPC  is-  a  registered  trademark  ofltmgma  Solutiom.  Inc  Fortune  1000  includes  Fortune  SCO  and  Fortune  Service  SCO,  which  are  registered  trademarks  ofTinw.  hic. 
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Submarine  Reiieiv.  and  Commander 
Richard  Compton-Hall,  a  British  na- 
val analyst  and  author,  among  others, 
believe  the  pod  (see pictures,  p  91)  to  be 
a  magnetohydrodynamic  (mhd)  pro- 
pulsion system.  That  is  the  system 
that  Tom  Clancy  called  the  caterpil- 
lar drive  in  his  bestseller  The  Hunt  For 
Red  October,  the  book  from  which  this 
spring's  hit  movie  was  adapted. 

Based  on  a  powerful  superconduct- 
ing magnet,  such  a  drive  has  no  mov- 
ing parts,  so  it  would  allow  a  subma- 
rine to  move  in  virtual  silence.  The 
U.S.  is  doing  some  low-level  research 
in  the  field,  and  the  Japanese  are 
working  on  it  for  commercial  applica- 
tions. But  the  Soviets  are  known  to  be 
working  intensively  on  it.  "The  U.S. 
Navy  is  not  interested  in  mhd  propul- 
sion because  they  don't  believe  it's 
feasible,"  says  Ruhe.  "Therefore,  they 
don't  believe  the  Russians  could  be 
working  on  it." 

The  pod's  real  purpose  probably 
will  not  be  known  for  years.  But  the 
idea  that  it  is  a  result  of  poor  design 
seems  implausible.  "Whatever  it  is, 
they're  clearly  happy  with  where  it 
is,"  says  a  naval  analyst  and  former 
submariner,  pointing  out  that  it  first 
appeared  on  a  sub  launched  in  1978. 
His  point:  A  design  flaw  could  easily 
have  been  corrected  when  the  next 
generation  of  Soviet  submarines  ap- 
peared in  1983. 

From  the  start,  the  Soviets  and  the 
U.S.  have  had  completely  different 
philosophies  about  designing  subma- 
rines. The  Soviets  stressed  speed,  div- 
ing depth  and  survivability  in  battle — 
meaning  the  ability  to  take  a  hit  and 
not  sink.  (Survivability  is  the  reason 
all  Soviet  subs  today  have  double 
hulls.)  The  U.S.,  on  the  other  hand, 
has  emphasized  silence,  reactor  safe- 
ty, and  more  silence.  "Quieting  is  the 
most  important  aspect  of  subma- 
rines," declares  Vice  Admiral  Cooper. 
"You  talk  about  stealth.  We  were 
stealthy  before  we  could  even  spell  it 
right."  Two  people  groping  for  each 
other  in  a  blackened  room. 

The  Soviets  may  have  benefited 
from  their  early  failures.  What  that 
means  is  that  the  first  U.S.  submarine 
design  was  so  successful  that  the  U.S. 
stayed  with  it.  The  Soviets  weren't  as 
lucky,  so  they  have  been  more  adven- 
turous, experimenting  with  different 
propulsion  systems,  designs  and  ma- 
terials to  explore  different  capabili- 
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ties.  In  the  past  two  decades  the  Sovi- 
ets have  built  about  20  different  class- 
es of  submarines,  according  to 
Norman  Polmar,  an  authority  on  the 
Soviet  navy;  the  U.S.  has  built  just  3. 
Says  a  former  cia  analyst,  "The  Sovi- 
ets say  the  Americans  successed  their 
way  to  mediocrity." 

Until  the  late  1970s  the  Soviets 
didn't  seem  to  care  much  about  being 
quiet.  But  their  Victor  Ill-class  attack 
sub,  which  first  appeared  in  1978,  was 
significantly  quieter  than  earlier  subs. 
There  followed  in  1985  the  Akula- 
class  attack  submarine,  350  feet  long 
and  believed  to  be  titanium-hulled. 
The  Victor  III  was  15  years  behind  the 
best  sub  in  the  U.S.  fleet  in  quietness; 


Open  missile  bays  on  an  Ohio  sub 
Enough  to  destroy  a  nation. 

the  Akula-class  sub  narrowed  that  gap 
considerably.  Admiral  Lee  Baggett  Jr., 
former  commander  of  nato  forces  in 
the  Atlantic,  reportedly  said  in  1986 
that  the  quietness  gap  "has  now  been 
narrowed  to  three  or  four  years  at  the 
maximum." 

Some,  including  John  Engelhardt,  a 
naval  architect  and  former  U.S.  Navy 
analyst,  believe  that  the  next  genera- 
tion of  Soviet  submarines,  due  out 
before  the  end  of  this  decade,  will  stay 
close  on  America's  heels,  perhaps 
with  the  use  of  active  sound  cancel- 
ation techniques — producing  white 
noise  to  mask  the  noises  that  could  be 
picked  up  by  passive  sonar.  That 
could  neutralize  the  principal  advan- 
tage of  U.S.  submarines,  which  is 
highly  advanced  listening  equipment. 

All  this  illustrates  an  important 
point  about  the  Soviet  Union:  While 
its  economy  is  a  mess  and  its  industri- 


al production  primitive,  the  society  : 
capable  of  high-technology  achieve 
ments.  If  the  milk  is  diluted,  pollute 
and  watery,  the  cream  can  be  quit 
rich.  Time  after  time,  the  U.S.  Nav 
and  intelligence  community  have  ur 
derestimated  Soviet  undersea  ac 
vances,  dismissing  new  features  as  ir; 
effective,  misapplied,  impossible  C', 
just  plain  stupid,  only  to  find  lata 
that  they  served  a  purpose  in  the  Sovi 
et  navy  that  the  U.S.  simply  hadnj 
understood.  j 

Whatever  it  has  done  elsewhere  isi 
the  Soviet  Union,  perestroika  he- 
had  little  effect  on  the  periscope 
The  Soviets'  sixth  Delta  IV  Wi 
launched  just  last  year,  for  exampli 
and  there  is  no  end  to  the  construe 
tion  program  in  sight.  A  ballisti 
missile  sub,  the  Delta  IV  carries  1 
SS-N-23  missiles,  each  with  up  to  1 
independently  targeted  reentry  veh 
cles,  each  of  which  is  capable  of  di, 
stroying  a  reinforced  target  like  i 
missile  silo.  That  missile's  U..' 
counterpart,  the  Trident  II,  was  ju;i 
fitted  onto  a  submarine  for  the  fir; 
time  this  spring,  and  the  Trident  pn 
gram  could  be  slashed  before  it  ge 
much  further.  Each  missile  costs  $2 
million,  and  the  peace  dividend,  aft< 
all,  has  to  come  from  somewhere. 

According  to  Jane's  Fighting  Ship 
the  Soviet's  active  submarine  fle( 
has  131  nuclear-powered  attack  sub 
These  are  designed  to  attack  ships  an 
enemy  submarines  but  are  capable  i 
well  of  hitting  shore  targets  within 
limited  range.  The  Soviets  also  ha\ 
136  diesel-electric  subs  and  63  nuch 
ar-powered    ballistic-missile-carryin 
subs,  for  a  total  of  330  submarine 
Opposing  that  massive  force  are  9  ft 
U.S.  attack  subs  (8  of  which  will  I:  m 
retired  under  the  current  defense  bu(  iti; 
get)  and  34  ballistic  missile  subs.  Vic  m 
Admiral  Cooper  feels  he  needs  a  fle<  m 
of  100  active  attack  subs  and  24  balli 
tic  missile  subs. 

Until  fairly  recently  it  was  believe 
that  the  American  edge  in  qualit 
compensated  for  the  Soviet  lead 
numbers;  now  many  are  not  so  sur 
"If  you  ask  which  is  better,  a  U 
surface  ship  or  naval  aircraft  or 
Soviet  counterpart,  there  is  no  argiEsui 
ment,  the  U.S.  is  ahead,"  says  Polma 
"But  with  submarines,  there's  a  d( 
bate."  Admittedly,  many  of  the  Sovi(  ^ 
submarines  are  obsolete  ships  built  i  ii 
the  1960s,  but  they  still  represent 
formidable  force.  Moreover,  Rear  Ac 
miral  Thomas  Brooks,  director  of  n;  uj, 
val  intelligence,  recently  told  Cor 
gress  that  virtually  all  of  the  subs  Go  ^ 
bachev  has  been  publicly  "retiring  kj 
are,    in   fact,    inactive    reserve    sul 
which  haven't  seen  service  in  moi 
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;han  a  decade. 

In  1988  the  Soviets  launched  eight 
submarines — four  nuclear  and  four 
iiesel-electric,  according  to  Rear  Ad- 
niral  Brooks.  Last  year  another  nine 
!ubs  were  launched.  And  so  far  in 
l990,  says  Vice  Admiral  Cooper,  four 
'.  luclear  submarines  have  already  been 

I  aunched.  Another  five  or  six  subma- 
!  ines  of  various  types  are  expected  by 

he  end  of  the  year. 
'   By  comparison,  the  U.S.  Navy  com- 

nissioned  four  submarines  last  year 
:  nd  will  add  another  three  to  the  fleet 
!  his  year. 

i  Yet  U.S.  sub  programs  are  under 
ihreat  from  the  budget  ax.  At  an  ini- 
"ial  cost  of  some  $2  billion,  the  cost  of 
:  he  Navy's  new  Seawolf-class  attack 
submarine  is  admittedly  staggering. 
4 'he  Navy  is  planning  for  the  cost  to 
Cecline  some  40%  in  constant  dollars 
lis  the  submarine  class  begins  steady 
C'roduction  at  the  General  Dynamics 
»tiipyard  in  Groton,  Conn.,  and  at  the 
S>"ermeco  shipbuilding  operation  at 
silewport  News,  Va.  The  Navy  hopes 
il)  build  29  of  the  Seawolf  subs,  the 
orst  of  which  will  join  the  fleet  in 
ti995.  But  between  post-Cold  War  eu- 
Irhoria  and  severe  budgetary  con- 
:ei  :raints,  it  is  a  particularly  tough  time 

)  be  pitching  an  expensive  sub  pro- 
Kiram  on  Capitol  Hill. 
:e|  Ultimately  the  Seawolf  class  will 
bsi;  built  because  there  is  no  other  de- 
sign on  the  drawing  boards.  But  the 
aikelihood  of  all  29  being  built  is  re- 
Uiote  at  best.  Stretching  out  the  pro- 
iv)am  is  poor  economy,  because  as  the 
if  ambers  decline,  the  cost  per  sub 
inises  sharply. 

leSf  Even  submarines  do  not  operate  in  a 
icuum.     They     can     be     defended 

i^ainst.  It  was,  after  all,  development 

u*  the  destroyer  and  later  of  antisub 

rcraft    that   helped    the    Allies    to 

lee  »unter  the  German  submarine  men- 

e  in  both  world  wars.  Faced  with 

e  vastly  improved  Soviet  subs,  the 

vei.S.  Navy  has  designated  antisubma- 

ilit  lie  warfare  as  its  highest  priority  in 

I I  ;hting  wars. 
But  here  too  the  competition  is 
owing  more  fierce.  For  years,  noisy 
iviet  subs  were  easily  detected  by 
ssive  sonar  sensors  (which  detect 
und  without  emitting  any)  embed- 
d  in  the  ocean  floor,  carried  on  sub- 
arines     and     surface     ships,     and 

Itijsopped  from  aircraft.  Once  again,  the 
S.'  very  success  made  it  complacent 
d  overly  dependent  upon  passive 
nar  technology. 

The  Soviets,  faced  with  having  to 
tect  extremely  quiet  U.S.  subma- 
les,  have  spent  years  working  on 
inacoustic  detection  systems:  track- 
submarines  by  the  disturbances 
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Soviet  Delta  fV 

Newest,  most  accurate. 


Sonet  Victor  111 
The  mystery  pod. 


ReuIers^Benmann 


Sonel  /\phtMjn 

The  largest  undersea  craft  ever  built. 


they  create  in  magnetic  and  electrical 
fields  and  the  minute  wake  and  ther- 
mal energy  they  emit  as  they  move 
through  the  ocean.  Although  U.S.  in- 
terest in  such  detection  systems  has 
increased,  the  research  remains  only 
marginally  funded  and  the  Soviets  re- 
tain a  lead,  according  to  experts. 

The  U.S.  does,  of  course,  pose  a 
threat  to  the  Soviet  Union  with  its 
own  submarines.  That's  why  the  So- 
viets keep  seeking  agreements  limit- 
ing sea-launched  cruise  missiles— to 
negate  the  flexibility  and  capability  of 
the  U.S.  sub  fleet.  Peace  may  be  at 
hand,  but  Gorbachev,  like  a  prudent 
leader,  measures  capabilities  rather 
than  speeches  and  good  intentions. 

If  the  U.S.  lets  the  Soviets  get  ahead 
in  underwater  warfare,  it  will  be  put- 
ting at  risk  the  most  effective  leg  of  its 
strategic  triad.  Rear  Admiral  Brooks 
has  testified  that  the  Soviets  probably 
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won't  be  able  to  detect  U.S.  ballistic 
subs  anytime  in  the  1990s.  But  by  the 
year  2000,  when  the  Soviets  might 
well  be  able  to  find  U.S.  submarines, 
the  U.S.  will  have  70%  of  its  nuclear 
retaliatory  capacity  traveling  under- 
sea, and  some  of  our  subs  will  be  a 
noisy  20  years  old.  The  Soviets,  mean- 
while, are  likely  to  continue  building 
highly  capable,  increasingly  quiet 
submarines  in  large  numbers.  They 
will  push  without  stint  their  antisub- 
marine development. 

In  the  concluding  chapter  of  his  The 
Price  of  Admiralty,  John  Keegan  wrote: 
"Command  of  the  sea  in  the  future 
unquestionably  lies  beneath  rather 
than  upon  the  surface."  Especially  for 
a  nation  as  dependent  upon  maritime 
power  as  is  the  U.S.  Can  any  sensible 
person  believe  that  a  mere  shift  in 
command  of  the  Kremlin  makes  con- 
trol of  the  seas  irrelevant?  ■ 
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Insights 


Commentary  by  Peter  Huber 


THE  LAWYERS  VERSUS  THE  HOMELESS 


It  has  become  "a  rich  man's  drug  for 
a  poor  man's  disease,"  remarks  one 
observer.  The  drug  is  Clozaril,  de- 
veloped by  Sandoz  Pharmaceuticals 
in  the  early  1960s.  It  is  now  recog- 
nized as  a  breakthrough  therapy  for 
schizophrenia,  which  means  Clo- 
zaril could  do  far  more  for  the 
homeless  in  this  country — many  of 
whom  are  schizophrenic — than  all 
of  the  endless  posturmg  on  the  issue 
from  Washington.  Congress  could 
make  the  drug  widely  available  to 
the  poor  with  a  one-sentence,  zero- 
cost  bill.  Everyone  would  benefit, 
except  lawyers.  So  count  on  it  that 
nothing  whatsoever  will  be  done. 

Here's  the  picture.  Schizophrenia 
afflicts  over  2  million  Americans, 
who  are  often  completely  destitute 
because  they  cannot  work  or  sus- 
tain contact  with  family  and 
friends.  Many  of  them  thus  spend 
decades  in  squalid  institutions  or 
end  up  on  the  streets. 

Clozaril,  by  all  accounts,  does 
wonders.  It  is  the  first  drug  to  treat 
the  schizophrenic's  apathy,  anxiety 
or  catatonia.  It  produces  none  of  the 
serious  side  effects  of  conventional 
antipsychotic  drugs.  But  1%  or  2% 
of  patients  on  Clozaril  will  develop 
a  rare  and  potentially  fatal  blood 
disease.  Careful  monitoring,  how- 
ever, can  identify  these  patients  be- 
fore they  are  seriously  harmed. 

In  a  rational  world,  Clozaril 
would  be  classified  a  prescription 
drug,  to  be  distributed  with  a  careful 
warning  to  doctor  and  patient,  and 
that  would  be  that.  Many  lives  that 
would  have  ended  in  misery  on  the 
streets  would  be  saved.  Tragically 
but  quite  predictably,  some  patients 
would  get  the  medicine  without  ad- 
equate monitoring,  and  some  frac- 
tion of  those  would  then  be  killed 
by  the  treatment.  Sandoz  would 
continue  to  work  calmly  with  the 
Food  &.  Drug  Administration  and 
prescribing  doctors  to  prevent  such 
accidents.  The  risk  would  never  be 
completely  eliminated,  but  acci- 
dents notwithstanding,  the  world 
would  be  much  improved. 

Peter  Huber,  a  senior  fellow  of  the  Manhat- 
tan Institute,  is  the  author  ©/"Liability:  The 
Legal  Revolution  and  Its  Consequences. 


This  is  in  fact  pretty  much  what 
has  happened  in  Europe.  Clozaril 
was  introduced  in  the  1960s,  then 
withdrawn  when  the  fatal  side  ef- 
fects first  became  apparent.  After 
further  tests,  the  drug  was  reintro- 
duced; by  mid- 1989  it  was  available 
in  Switzerland,  West  Germany, 
Austria,  Denmark,  Finland,  the 
Netherlands  and  Portugal,  and  was 
undergoing  clinical  trials  in  the 
U.K.  The  cost  is  reported  to  be  as 
little  as  $30  per  week. 

The  American  scene  is  rather  dif- 
ferent. The  FDA  got  around  to  ap- 
proving Clozaril  in  February  1990, 
almost  three  decades  after  it  was 
first  tested  in  Europe.  But  Clozaril  is 
going  to  cost  U.S.  patients  $175  a 
week.  That's  $9,000  a  year,  which 
means  that  thousands  who  need  the 
drug  aren't  going  to  get  it.  By  cur- 
rent estimates,  Clozaril  is  now 
available  to  fewer  than  one  in  ten 
patients  who  might  benefit  from  it. 

No  one  wants  to  say  this  openly, 
least  of  all  Sandoz,  but  you  can 
charge  this  mess  to  the  American 
legal  system.  The  law  used  to  insu- 
late drug  companies  from  the  mis- 
use of  prescription  drugs  with  a  sim- 
ple, reliable  rule:  Once  the  manu- 
facturer supplies  a  proper  warning 
to  the  doctor,  subsequent  misuse  is 
the  sole  responsibility  of  the  doctor, 
pharmacist  or  patient.  But  in  its 
boundless  folly,  today's  American 
law  insists  that  drug  companies  re- 
main broadly  liable  for  misadven- 
tures involving  their  products,  even 
if  the  fault  rests  far  downstream. 

Sandoz  has  therefore  decided  to 
do  precisely  what  the  U.S.  legal  sys- 
tem demands:  It  is  taking  responsi- 
bility not  just  for  the  drug  but  for 
every  detail  of  its  distribution  and 
use.  Sandoz  will  market  Clozaril 
through  a  health  agency,  Caremark 
Homecare  Inc.,  which  will  supply 
the  drug  only  in  exchange  for  a 


weekly  blood  sample.  Courier  con- 
nections between  Sandoz  and  Care- 
mark outlets  allow  Sandoz  to  main- 
tain a  national,  up-to-the-minute 
database  of  Clozaril  patients.  Of 
course,  such  things*tost. 

From  Sandoz'  perspective,  how- 
ever, almost  no  cost  is  too  high. 
Here's  what  Sandoz  must  surely 
fear.  It's  1995  and  Congressman 
Henry  Waxman  has  seized  on  the 
Clozaril  "tragedy"  as  another  op- 
portunity to  flail  at  the  fda.  After 
the  first  lash  or  two,  the  fda  is  tear- 
fully considering  a  complete  ban  on 
the  drug.  In  1996  superlawyer  Stan- 
ley Chesley  assembles  a  class  action 
on  behalf  of  1, 100  Clozaril  users  in  a 
federal  courtroom  in  Cinciimati. 
Thereafter  Sandoz'  legal  depart- 
ment is  the  fastest-growing  division 
of  the  company. 

For  obvious  reasons,  this  is  a 
quagmire  Sandoz  does  not  care  to 
explore.  Sandoz  is  understandably 
reticent  about  how  things  might  go 
wrong:  A  spokesman  for  the  com- 
pany just  delicately  points  out  that 
the  company  "simply  cannot  af- 
ford any  fatalities." 

Thus,  yet  again,  our  unlimited 
right  to  sue  eclipses  our  right  to  do 
more  important  things.  Doctors, 
pharmacists  and  patients, '  in  any 
combination,  would  readily  assume 
the  risk  and  accept  responsibility 
for  Clozaril  if  they  could.  But  the 
law  no  longer  affords  them  any  le- 
gally effective  way  to  do  so.  Warn- 
ings, waivers,  consent  forms  and 
such — the  traditional  ingredients  of 
a  binding  private  contract — just 
aren't  reliably  enforced  in  court 
anymore,  at  least  not  when  matters 
of  health  and  safety  are  affected. 

Anatole  France  observed  that  the 
law,  in  its  majestic  impartiality,  for- 
bids the  rich  and  poor  alike  to  sleep 
under  the  bridges  of  Paris.  Our  laws 
are  equally  fair.  Rich  and  poor  retain 
an  unbounded  right  to  sue  anyone 
(like  Sandoz)  who  might  somehow 
be  blamed  for  hurting  them.  But  as 
he  freezes  on  the  heating  grate,  the 
homeless  schizophrenic  who  can't 
get  Clozaril  may,  in  some  passing 
moment  of  lucidity,  wonder  wheth- 
er he  wouldn't  be  better  off  without 
his  gold-plated  right  to  sue.  ■ 
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Adveptisement 


)w  the  following  pages,  you  will  see  an 
idvertisement  about  Bell  Atlantic's  disas- 
er  prevention  and  recovery  program. 


Interdependence: 
The  Key  Concept  of 
a  Olobal  Civilization 


^kisaster  prevention  and  recov- 

1 1  ^T  programs  have  become  vi- 

\0tal  because  of  the  interdepen- 

nce  among  an  organization's  net- 

.  I^rks,      computer      and      phone 

I  i  stems.  Preserving  this  interdepen- 

.  nee  is  essential  for  an  organiza- 

Un's  survival. 

1  In  a  broader  sense  the  concept  of 

0  :erdependence  is  assuming  an  in- 
>i  ^asingly  important  role  in  our 
'  lerging  global  civilization.  As  walls 
''  I  me  down,  as  markets  unify  and 
^j:hnology  advances,  interdepen- 
j.  jnt  relationships  are  being  formed 
[J. '  "oughout  the  world  by  govern- 
jd  ;nts,  corporations,  special-interest 

01  t  )ups  and  others  in  order  to  pro- 
ist  ce  results  greater  than  can  be  ac- 
Ht  tnplished  by  individual  entities. 

'^  I  ^  technology  available  to  help  us 

Iderstand  and  capitalize  upon  the 

^'  i  erging  dynamics  of  interdepen- 


iice  and  cooperation  is  telecom- 
linications.    Its   electronic   high- 


ly, |ys  carry  images,  information,  data 
.  I  voice  among  people  in  the  most 
>  lant  parts  of  the  planet  at  incredi- 
speeds.  Access  to  information 
I  knowledge  can  be  instanta- 
ms.  What  once  was  far  is  becom- 
near;  time  has  become  com- 
ssed.  We  are  living  in  a  world  of 
ultaneously  experienced  global 
nts. 

"elecommunications  helps  us  to 
>w  and  comprehend  the  conse- 
:nces  of  human  actions.  It  pro- 


Raymond  W.  Smith,  chairman 
and  chief  executive  officer 
of  Bell  Atlantic  Corporation 

vides  us  with  data  to  help  us  identify 
threats  and  opportunities  through- 
out the  world. 

Telecommunications  is  itself 
bound  to  interdependencies,  most 
notably  with  computers.  A  recent 
report  by  the  Hudson  Institute  ob- 
serves: "These  technologies  are  in- 
extricably linked;  what  is  happening 
in  computers  is  being  paralleled  in 
telecommunications.  Changes  in 
each  industry  are  linked  and  driving 
each  other." 

The  Hudson  Institute  report 
notes,  however,  that  in  the  U.S.  there 


is  a  fundamental  difference  between 
the  two  industries:  the  computer  in- 
dustry operates  in  "virtually  the  fre- 
est market  available,"  while  the  tele- 
communications industry  is  "tightly, 
and  disastrously,  hobbled  by  horse 
and  buggy  regulatory  mechanisms 
that  seem  blind  to  the  1990s  and  to 
the  growing  competitive  threat  to 
American  technology." 

These  horse  and  buggy  regulatory 
mechanisms,  including  the  artificial 
relationships  imposed  by  the  AT&T 
Consent  Decree  and  state  regula- 
tions that  act  as  disincentives  to  the 
deployment  of  advanced  telecom- 
munications technology,  promote 
not  cooperation  and  interdepen- 
dence, but  conflict  and  adversarial 
relationships  between  parties  whose 
goal  should  be  the  same:  to  improve 
the  quality  of  life  in  the  Information 
Age. 

It  is  ironic  that  American  telecom- 
munications technology,  with  its 
enormous  potential  for  fostering  in- 
terdependence and  cooperation,  is 
still  hobbled  by  inappropriate  or 
outdated  mechanisms  that  are  in- 
congruous with  the  emerging  char- 
acteristics of  our  maturing  world- 
wide culture. 

It  is  time  to  unshackle  ftilly  the 
American  technology  that  started 
the  Information  Revolution.  It  is 
time  to  remove  the  artificial  barriers 
that  the  AT&T  Consent  Decree  im- 
posed on  America's  most  techno- 
logically advanced  telecommunica- 
tions companies.  It  is  time  to  change 
the  way  that  the  deployment  of  tele- 
communications technology  is  con- 
trolled in  this  country.  It  is  time  for 
America  to  capitalize  on  the  dynam- 
ics of  our  global  civilization.  ■ 


Saymond  W.  Smith 
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they  learn  to  integrate  their  systems  the  Intelligent  way. 


By  analyzing  business  problems  combining  and  exchanging  information 

and  implementing  appropriate  end-to-  from  different  systems.  Quickly 

end  solutions.  All  custom-designed  and  Efficiently  Productively 
individually  lab-tested.  And  all  working  All  via  Bell  Atlantic  and     Tntpllippnt 
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Personal  Affairs 


By  John  Marcom  Jr. 


Edited  by  William  G.,  Flanagan 


Business  class  service  on  intercontinental 
airlines  is  better — hut  more  expensive — 
than  ever.  Even  6-footers  can  stretch  out. 

The  middle 
of  the  bus 


Class  distinctions 

Despite  rising  fares,  intercontinental  business  class  travel  is  booming. 
On  some  of  its  new  747-400s,  for  example,  Japan  Air  Lines  has  164 
business  class  seats.  Here  are  current  fares  of  major  carriers. 

Transatlantic  carrier 

Round  trip 
New  York  to 

Full 
coach 

Business 
class 

First 
class 

Total 
air  miles 

Air  France 

Pans 

$1,732 

$2,418 

$4,440 

3,635 

Alitalia 

Rome 

1,758 

2,702 

4,816 

4,279 

American 

Pans 

1,742 

2,428 

4,450 

3,635 

British  Airways 

London 

1,101 

3,316 

5,556 

3,462 

Continental 

London 

956 

3,326 

5,566 

3,462 

KLM 

Amsterdam 

1,934 

2,258 

4,015 

3,644 

Lufthansa 

Frankfurt 

1,126 

2,276 

4,178 

3,856 

Pan  Am 

London 

1,111 

3,326 

5,566 

3,462 

SAS 

Copenhagen 

1,714 

1,884 

NA 

3,856 

Swissair 

Geneva 

1,840 

2,340 

4,236 

3,865 

TWA 

London 

1,826 

3,326 

5,566 

3,462 

Virgin  Atlantic 

London 

904 

3,326 

NA 

3,462 

Transpacific  carrier 

Round  trip 
Los  Angeles  t( 

Full 
>:           coach 

Business 
class 

First 
class 

Toul 
air  miles 

All  Nippon 

Tokyo 

$1,764 

$2,194 

$4,200 

5,451 

Cathay  Pacific 

Hong  Kong 

1,872 

2,154 

3,896 

7,246 

Continental 

Tokyo* 

1,764 

2,194 

4,200 

5,723 

Japan  Air  Lines 

Tokyo 

1,764 

2,194 

4,200 

5,451 

Korean  Airlines 

Seoul 

1,444 

2,522 

4,328 

5,976 

Northwest 

Tokyo 

1,764 

2,194 

4,200 

5,451 

Qantas 

Sydney 

1,978 

3,760 

6,128 

7,483 

Singapore  Airlines 

Singaporet 

2,148 

2,254 

4,254 

•6,216 

United 

Sydney 

1,978 

3,760 

6,128 

7,483 

Fares  include  all  taxes  and  surcharges     "Via  Seattle 

tVia  Tokyo.     NA:  Not  available. 

Sources:  the  airlines  and  nomas  Cook  Travel 

Tl  HIS  FRF.QUENT  FLIER  is  near 
6Vi  feet  long.  The  airplane  sc 
that  offers  too  much  legroo 
has  yet  to  be  invented.  But,  in  tl 
meantime,  everything  the  world's  ai. 
lines  are  doing  to  improve  what  th 
call  business  class  helps. 

And  they  have  been  busy.  Nea 
every  major  international  carrier  h 
been  spiffing  up  its  intercontinen 
flights'  business  class  service  of  la 
Two  years  ago,  for  example,  Briti 
Airways,  the  world's  largest  intern;' 
tional     airline,     rolled     out     "Chi 
World."  Since  it  hit  the  scene,  tl 
U.K.  carrier's  business  class  passen 
numbers  are  up  27%.  The  high  far| 
charged  for  business  class  have  helpi 
the  airline  post  record  results  on  U 
service    while    matching    its    riva 
rock-bottom  prices  for  seats  in  t 
back  of  the  plane. 

The  comforts  of  business  cla 
come  at  a  price,  of  course.  The  da 
when  business  class  cost  only  the  fi 
economy  fare  are  long  gone  for  mc 
major  carriers.  For  a  round-trip  Pari 
New  York  business  class  ticket,  f 
example,  Air  France  charges  abo 
40%  over  the  full  economy  fare.  B 
tween  the  U.S.  and  the  U.K.,  busine 
class  costs  up  to  triple  the  norm 
economy  fare.  But  then,  compa 
these  fares  with  first  class,  which  c; 
be  close  to  double  again  the  busine 
class  fare  (see  table). 


British  Airu>ays  lounge  at  Chicago 's 
BA's  business  class  traffic  is  uj 
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Most  business  class  trips  start  with 
.separate  check-in  counters,  and  often 
ii  departure  lounge  with  soft  chairs 
J  and  a  free  bar.  Drinks  on  board  are 
tfree,  too,  of  course.  And  the  wine  se- 
!  lections  are  now  as  good  as  what  used 

I  to  be  served  in  the  front  of  the  plane. 
•Most  important  for  those  14-hour  in- 

rercontinental  flights,  the  seats  on 
JDoard  nowadays  are  far,  far  better  than 
ill  economy.  On  a  747,  there  are  six  or 
ijeven  seats  across  instead  of  ten,  or 
):wo-by-two  on  the  upper  deck,  usual- 

II  y  with  ample  legroom.  There's  more 
u  oom  for  carry-on  bags,  too.  You  also 
jijet  favors  (shaving  kits  and  the  like) 
bind  a  menu,  tablecloth,  and  silver- 
;3vare  on  your  meal  tray. 

i  The  British,  unable  to  surpass  the 
e^sian  carriers'  pampering  service, 
>visely  focus  on  things  like  seats,  food 
iliOid  wine,  along  with  service  that  is 
i  wift  and  coolly  polite. 

The  U.K.'s  Virgm  Atlantic,  started 
ajeveral  years  ago  by  record-industry 
ji^ycoon  Richard  Branson,  uses  its  low 
iiitverhead  to  offer  front-of-the-plane 
ojustomers^ — there  is  no  first  class — a 
njat  package  of  extras  on  flights  be- 
tween London's  Gatwick  Airport  and 
oii^ew  York's  J.F.K.,  Newark,  Los  Angc- 
B«2S,  Miami  and  Tokyo.  The  extras  in- 
leflude  unusually  good  legroom  and 
micrsonal  video  players.  (American 
aiirlines  is  installing  similar  equip- 
cji-ient  in  first  class.) 
lej  A  recent  12-hour  trip  on  Virgin 
'om   London    to   Tokyo   offered   so 
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^it-ve  Leunard 


American  Airlines  new  biisiftess  c  Zeiss 
Leather  seats,  lobster fniitas. 


many  diversions — lunch,  a  movie,  af- 
ternoon tea,  music  videos,  another 
movie,  champagne  and  snacks  some- 
where over  the  Soviet  Union,  a  full 
breakfast — that  this  passenger  barely 
found  time  to  sleep.  There's  even  a 
manicurist  on  board  some  flights. 

As  Boeing's  new  747-400s,  capable 
of  even  longer  nonstop  flights,  are 
rolled  out,  business  class  induce- 
ments will  grow.  This  year  has  al- 
ready brought  much-touted  improve- 
ments from  several  carriers,  including 
Japan  Air  Lines,  United  and  Air 
France. 

American  Airlines,  in  the  midst  of  a 
rapid  expansion  of  its  international 


service,  is  probably  the  one  to  watch. 
It  seems  determined  to  win  back  for 
the  U.S.  the  reputation  for  service 
that  Pan  Am  and  twa  used  to  enjoy. 
Extra  touches  in  American's  new 
business  class  cabins  include  com- 
fortable seats  covered  in  sheepskin 
and  leather,  imaginative  American 
dishes  like  lobster  fajitas  and  an  op- 
tional "executive  meal"  served  early 
in  the  flight  for  those  who  want  to 
skip  the  ritual  of  the  complete  service 
in  favor  of  some  sleep. 

Besides  ba  and  Virgin,  I  have  recent- 
ly test-ridden  Qantas,  Singapore  Air- 
lines and  Garuda  Indonesia  Airways. 
Garuda  is  a  developing  airline,  not  yet 
in  the  league  of  Singapore  or  Qantas. 
The  Singapore  staff  is  justly  famous. 
Typical  touch:  A  flight  attendant  no- 
ticed a  passenger  scribbling  on  the 
back  of  the  in-flight  menu  and,  un- 
asked, brought  a  packet  of  stationery. 
Singapore  will  soon  rechristen  its 
business  section  "Raffles  Class." 

Business  class  has  proved  so  suc- 
cessful that  British  Airways  is  already 
testing  a  cheaper  "son  of  business 
class"  service,  called  Economy  Select, 
which  costs  the  same  as  full-fare 
economy.    ■ 


Collectors 


Sydney  Lewis  bartered  the  wares  his  company 
sells  for  a  corporate  art  collection,  then  depreci- 
ated it  for  tax  purposes. 

Artful  barter 


By  Christie  Brown 


TIhe  works  of  famous  contempo- 
rary artists  have  not  always  sold  for 
six  and  seven  figures.  Andy  Warhol 
used  to  trade  his  paintings  for  movie 
film  and  musical  instruments.  Roy 
Lichtenstein,  Mark  Di  Suvero  and 
other  now  famous  artists  once 
swapped  their  works  for  everything 
from  air  conditioners  and  kitchen  ap- 
pliances to  cameras  and  playpens. 

Just  ask  Sydney  and  Frances  Lewis, 
of  Richmond,  Va.,  who  created  a  very 
impressive  corporate  collection  of 
contemporary  art  through  barter.  The 
Lewises  founded  Best  Products  Co., 
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the  country's  second-largest  discount 
cataloger,  after  Service  Merchandise 
Co.,  Inc.  Best  sells  some  14,000  name- 
brand  item,s,  mostly  appliances,  elec- 
tronics and  housewares.  From  1962  to 
1985,  the  Lewises  swapped  about  $2,5 
million  worth  of  goods  with  some  800 
artists  and  obtained  around  1,600 
artworks. 

Unknown  then,  over  half  of  the  art- 
ists are  now  represented  by  galleries. 
About  20%  of  Best's  total  collection  is 
considered  top-notch.  Experts  say  the 
collection  is  easily  worth  $5  million 
today,  and  most  of  the  artists  are  still 
building  their  reputations. 

It  began  when  Sydney  Lewis,  now 
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Six  years  ago,  1400  of  Toyotas  top 
engineers  set  out  to  build  an  en- 
tirely new  automobile.  They  began 
by  taking  two  steps. 

First  they  accepted  the  premise 
that  the  world  abeady  had  a  surfeit  of  very 
good  high-performance  luxury  sedans. 


Then  they  accepted  th(  ftm 
to  build  one  a  quantum  leap  b 

Such  is  the  thinking  tha 
the  Lexus  LS  400. 

Take,  for  example,  th 
thing  about  this  automobile 
your  eyes,  its  design.  m 


kl 


;  our  engineers  have  inge- 
naged  to  reconcile  aesthetics 
/namics,  creating  an  ele- 

Ifioured  luxury  sedan  that 
*sns  to  have  one  of  the 
k'l  coefficients  of   ^^^■# 
ipl)fkmerica,  a  mere  0.29. 


as  surprising,  the 
quipped  with  a  Four- 
til  ilve,  250-horsepower 


most  engineers,  to 


H 


i 


achieve  this  kind  of  muscle  in  a  car,  let 
alone  in  a  luxury  sedan,  would  be  cause 
enough  to  celebrate. 

For  Lexus  engineers,  it  was  just 
cause  enough  to  come  up  with 
another  brainstorm. 
Turn  the  key  and  listen. 
What  do  you  hear? 
~  Not  much  of  anything  be- 

cause our  engineers  have  found 
^     a  way  to  combine  extreme  power 
'      with  extreme  quiet. 


Of  course,  we've  also  given  you  the 
luxury  to  shatter  this  silence. 

The  Lexus  LS400  is  endowed 
with  a  choice  between  two  of  the  finest 
audio  systems  possible,  including  the 
optional  Lexus/Nakamichi  Premium 
Sound  System. 

You'll  find  an  almost  obsessive 
amount  of  thought  went  into  other  aspects 
of  the  car's  interior  as  well. 

Lavished  in  California  Walnut, 
graced  (if  you  choose)  with  leather  trim 
and  seats,  and  provided  with  a  standard 
driver's-side  airbag  Supplemental  Res- 
traint System,  the  LS  400 's  cabin  is  a  rare 
pleasure  to  enter. 

To  do  precisely  that,  simply  call 
800-USA-LEXUS  for  the  name  of  your 
nearest  dealer. 

You'll  find  that  he's  extremely 
knowledgeable  and  able  to  answer  all 
your  questions. 

After  all,  not  all  our  top  brains 


are  engineers. 


® 


The  Relentless  Pursuit  Of  Perfection. 


;  ft  :M  U.S.A.,  Inc.  Lexus  reminds  you  to  wear  seal  belts  and  obey  alt  speed  laws.  *Est.  18  cily/23  hwy.  preliminary  1990  mileage  figures  determined  by  Lexus.  See  your  dealer fi}r  details. 


70,  saw  a  small  ad  placed  by  Andy 
Warhol  in  the  Village  Voice  It  read. 
"I'll  trade  my  art  for  anythmg."  Lewis 
responded,  and  Warhol  agreed  to  do  a 
portrait  of  Frances,  in  return  for  a  col- 
or TV  set  and  an  industrial  vacuum 
cleaner.  (Lewis  later  reimbursed  his 
company  for  the  goods  and  added  the 
painting  to  his  personal  collection  I 

Before  long  the  Lewises  were  swap- 
ping stoves,  stereos,  cribs,  hair  dryers 
and  the  like  with  a  growing  number  of 
struggling  artists  to  create  a  corporate 
collection.  "Best  furnished  a  lot  of 
artists'  lofts,"  laughs  Frederick 
Brandt,  a  curator  at  the  Virginia  Mu- 
seum of  Fine  Arts,  who  assisted  Lewis 
m  the  1970s.  Most  of  the  1,600  trades 
cost  Best  less  than  $2,000  worth  of 
goods,  the  highest  being  $5,000  of 
merchandise  for  a  single  painting 
Bookkeepers  at  Best  set  up  formal  ac- 
counts for  the  artists,  who  were  given 
a  further  10%  to  20%  discount  on  any 
merchandise  they  purchased. 

Of  course,  the  Lewises  had  to  guard 
against  some  artists,  who  offered  un- 
salable works  for  very  salable  appli- 
ances "The  most  straightforward  was 
Roy  Lichtenstein,"  recalls  Frances 
Lewis.  "Whenever  he  moved  he  need- 
ed new  furnishings,  like  kitchen  ap- 
pliances, and  would  set  aside  some- 
thing of  correct  value  for  us." 

Eventually,  as  the  volume  of  trade 
grew,  the  Lewises  hired  young  assis- 
tants from  New  York  s  highly  re- 
spected O.K.  Harris  gallery  to  assess 
the  works  of  the  emerging  artists  Pat- 
terson Sims  (now  chief  curator  at  the 
Seattle  Art  Museum)  and  Carlo  La- 
magna  (now  with  his  own  New  York 
gallery)  were  the  conduits  for  trades 


Master  tti<ilers  SYii)iex  and  IratKcs  Wuis.  at  their  home  in  Richmond.  Va. 
Warhol's  portrait  of  Frances  cost  them  a  TV  and  a  vacuum  cleaner. 


with  such  artists  as  Elizabeth  Murray 
lennifer  Bartlett,  Nicholas  Africano, 
Ross  Bleckner,  Wavne  Thiebaud,  John 
Chamberlain,  Richard  Artschwager 
and  Robert  Morris. 

Whether  any  of  the  artists  reported 
their  bartered  goods  as  income  to  the 
Internal  Revenue  Service  is  anybody's 
guess.  (Technically,  they  owed  in- 
come taxes  on  the  value  of  the  goods 
received.)  But  Sydney  Lewis  certainly 
took  full  advantage  of  the  tax  code. 

On  the  theory  that  the  artworks 
could  be  worthless  eventually.  Best 
depreciated  them  over  five  years.  But 
convincing  the  irs  that  art  has  limited 
years  of  use  was  no  easy  task.  "The 
IRS  generally  takes  the  position  that 
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Sculpture  b)!  John  (Jximherlain.  jjaintings  b\  Louis  Foole  and  Richard  Kei'orkian 
On  display  at  the  Best  Products  headquarters,  Richmond,  Va. 


art  has  no  useful  life  (and  therefc 
cannot  be  depreciated],"  says  Paul 
dridge  of  KPMC  Peat  Marwick. 

But  Lewis  insisted  otherwise.  "\ 
considered  the  works  decorative 
jects  for  tax  purposes,  and  depreciat 
them  as  you  do  office  furniture."  T 
IRS  acquiesced. 

The  Lewises  also  had  to  show  t 
IRS  that  there  they  had  no  persor 
interest  in  the  art.  Easily  enou 
done:  They  had  their  own  private  c 
lection,  with  such  major  contemj 
rary  artists  as  Willem  de  Koonii 
Clyfford  Still,  Ellsworth  Kelly 
Robert  Rauschenberg.  These  wofl 
were  purchased  by  the  Lewises  the 
selves,  with  cash.  (The  private  colli 
tion  was  donated  to  the  Virginia  N 
seum  of  Fine  Arts  in  1985.) 

The  corporate  collection,  which  1 
decks  the  Richmond  headquarters 
well  as  some  of  its  195  showrooi 
nationwide,  is  still  carried  on  the  B 
books  as  decorative  furniture.  A 
while  It  IS  now  fully  depreciated,  il 
far  from  valueless.  In  fact,  when  B*  |^ 
Products  was  sold  in  1988  to  N  J 
York  leveraged  buyout  specialists  /  J 
ler  &.  Shaykin  for  $1.1  billion,  the  J 
collection  was  identified  as  an  ass  jT 
and  now  can  easily  be  liquidated  S 
Adler  &  Shaykin  without  major  T 
hassles.  Any  gains  would  be  taxed  (| 
income  to  the  new  owners,  of  cour  »% 

But  it  is  unlikely  that  the  wo:  9|? 
will  be  sold  soon.  The  artists'  repu 
tions  are  still  growing,  and  so,  p 
sumably,  is  the  value  of  the  coll 
tion.  And  there  is  the  company  ima 
"The  collection,"  says  Ross  Richa 
son,  a  Best  spokesman,  "is  an  imp 
tant  part  of  the  company  identity.' 
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How  to  catch  Forbes 
readers  at  their  leisure. 


Want  to  catch  America's  top  executives  with  some 
time  to  spare?   Run  your  advertising  in  the  new 
lifestyle  quarterly  from  Forbes. 

Forbes  FYI  is  designed  for  a  very  special  person. 
Someone  who  appreciates  the  finest  things  in  life. 
And  can  afford  them.  In  short— the  typical  Forbes 
reader. 

The  first  edition  of  Forbes  FYI  will  be  received 
ui^y  Forbes'  over  700,000  subscribers  along  with  their  Septem- 
er  17  issue.  Its  pages  will  be  filled  with  stories  that  have  a 
ecidedly  different  point  of  view. 

Consider  this  sampling:  Trout  fishing  in  Argentina.  A 
'orm's-eye  view  of  the  latest  in  golf  shoes.  The  ultimate 
ench  coat  test.  William  Simon's  adventure  in  yacht 
uilding.  P.J.  O'Rourke's  article  proclaiming  that  Sherman 
IcCoy  would  still  be  Master  of  the  Universe— if  he'd 
;en  driving  a  Range  Rover.  Witty,  engaging  reading  that 
ill  entertain  as  much  as  it  informs. 

As  best-selling  author  and  FYI's  Editor  Christopher 
uckley  explains,  "It  will  be  a  service  magazine  full  of 


useful  information,  which  is  why  it's  called  TYI',  For  Your 
Information.  At  the  same  time,  it's  going  to  be  a  great  looking 
book,  very  much  Tor  Your  Eyes'." 

When  you  consider  that  1  out  of  3  Forbes  subscribers  is 
a  millionaire  with  an  average  household  income  of 
over  $160,000,  FYI  starts  looking  better  and  better. 

But  what  makes  it  such  a  singular  advertising 
opportunity  is  our  special  offer.  Buy  two  4-color 
pages  in  Forbes  and  one  4-color  page  in  FYI  and 
earn  one  4-color  page  in  Forbes— a  $45,550  value. 

If  you  want  your  advertising  to  work  overtime, 
catch  Forbes  readers  in  their  leisure  time. 
In  Forbes  FYI. 


Don't  miss  the  boat 
First  closing  is  August  6. 
For  more  information, 
call  your  Forbes  sales 
representative  or  Robert 
Forbes,  President,  Forbes 
,FYI,  at  212-620-2460. 
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MARKETLINE  LoJack  zeroes  in  on  car  thieves 


Ah  Mrt^TOTS  QUtM  TO  WHKTS  HW>CI*W  M  TX  IUKmXTS 

Motorola  stock  gains 
on  record  earnings 
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emib  MXJkih  »  pwluT  nir> 
equipped  »tth  »pf\-ifll  M-annern 
can  imck  the  4iil'-n  s^hnrte 

Since  19M  LuJik'k  two  in' 
suileO  UWW  uiuto  in  Hwma- 
chvDrre  and  South  Flurtda  aod 
bO««  ol  more  Uuu)  909  fTCnv 
mr*  and  n  **1,  ^txT-r^i  rate 


ADA.'-1   lOOrv  AT 

Avenge  nranTT>  tlrae  Is  90 
mlmim.  In  a  qiurler  nf  the 
ounk  arrota  are  mude 

1hH  yfor  LA}iKk  hasambt- 
tliH(«  plaiB  TO  ein^nd  Inio  New 
Jrr«r\  Mictiljcon.  Illinon  and 
\j»  AnfiHr*  County,  areirt  thai 
hn\e  hi^Ji  auto  (hi-ft  rnies 

1  iidcnlHirit  lliatmiinn  4  Co 
hwt  .in  "ticcumulBie"  mungon 
thf  «(x-k  K  ^^>"^  ihe  Mir  of  the 
potenunl  miirkd  t>  >iii|Q{ennf; 
The  l-'Bl  eUmalo  thai  In  the 
U  S .  M  mllhon  veMctes  wrrr 
npped  olt  in  IKS,  the  talc^  tg- 
urr  j\-aildb)e 

liMlentHin;  unaJ>-^  J>o(i  A^ 
)^r«^ilj  llfrure^  thiii  U  IxJiKk 
mrreU  v-mkhnt  the  |>itemia1 
market  -  H  3%  of  nJI  new  <nt> 
\rr  Ihe  devicra  -  the  t.-ontpi) 
ft)  could  iKhle^T  net  Imomr  ft 
153  ^  milUon,  Of  $1  »  a  Omtv 
And  ibiil  donnt  Inrlude  <*hni 
the  t'»>mpanv  cviuWt  eum  frt^ni 


Installing  units  In  mslng  can. 

Alto.  Masftuchuietis  law 
mandaica  LurHe  dlscouna  in 
auto  Umimncr  il  auto  owners 
toe  a  LoJnck  unit  or  umUar  de~ 
vice  coupled  with  tin  atann  sy* 
lem  Thrv«  flairs  have  stmltar 
lawn  And  iWhen  urr  consider 
irtft  >uch  dncounLv 

The  Brni  ma>  hnvr  strong 
p«.>lcnUul  Rul  the  vtnck  has  n»- 
en  only  10  3%  in  the  paM  12 
mooihs.  well  Itekiw  the  54P 
!MW5  U«%  pun  Whai-i  hold- 
ing ll  buck'  rhere  ure  prob- 
lems trial  nuke  the  flock  ~a 
speiulallv'e  ■aiunilon."  U>den- 
hurg  Vice  Chiummn  Stephen 

Wi>l5g|a!A  Wl)'* 

For  one,  LaJmk  mim  %\Kn<i 
about  S!  million  on  e%-t;r>'  ["»'- 
ket  U  enienk  to  Mipply  the  po- 
lico   with   tmnsminert.   «auv 


Homing  in  on  LoJack 
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e*]ulpmeni   That  ^ 


11  or  r 


pcndltum  ineons  LoJack  will 
rontlnue  lo  ki«  money  unul 
I  (W2.  AfiHurMvla  «y% 

AfcMi.  LiUnck  muit  aggrci- 
siwly  miirkn  Its  product  lo 
consumers  and  cnr  dealers  lo 
ftiln  nccepaincr  aver  oiher 
untl'tFieft  de\'iceK  AO  expcnsoi 
nm  m  high  as  2S%  of  r 

Miwidchu»eiu 


LoJn. 


:B)or 


at  I 


from  n\mis  who  rtolUe  the  po- 
tential of  thr  market  and  are 
racing  10  enieni  Among  ihenv 
RkTbI  TeWrTK,  an  afflllale  of 
Parlllc  Teletrtand  Inlenuutoiv 
ol  Teletmc  Syflems  UtesUnga 
^)3tem  In  Lo*  Angein  that  In- 
sUmlly  rrports  u  atr  theft  and 
tracks  tlie  huIo  MFTS  Irtc  of 
lrH]iannp(>lt<^  bc^>ea  to  have  a 
*y«em  wrklng  by  year**  end. 


Dow  ignores  Tokyo  drop,  rises  9.01 


STOCK  MARKET  SUMMARY 


■nj  Amerada 
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La^-  twkAp  «*nQ  r>  Tokyo  »»rt  iJ%a/ei  v.'wup^  <»w>^  a» 
ifw  fvr.  TfTxs^vJ^  M«aii  m  Franfcf«rt  tho  i/tak>  Tiikyg 
r^a'xrt  arO  Vt  runvi^  tMiin  txAJay  kopt  Iraong  trw^  «% 
vntfm  (»u()pod  tcr  trw  ^oconu  tJav  r^  a  'C<w  ,>ap*n  I 
*/Ovi  itAo  iw»»^i«j  (k>MT>  martctj  m  London  ano  Ziatch 
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The  sock  market  overcame  earnlnip 
M-omes  and  trouble  In  Tokyo  Tuesdny 
and  headed  higher  In  Itgbl  Imdlng 

The  [low  JoiMft  InduMrlal  a\-erage 
nra-  POI  poln&  lo  373108  Brooder 
mea>ure9  flnbhcd  mixed  Loaen  edged 
winner*  7«  to  TU  on  the  New  York 
Stofcfc  rKch-nv-^herronly  1.16  02  mil- 
lion iharrs  wsr«  traded 

BaMnd  tho  market:  inking  a 

cue  from  a  7^%  overnight  Hide  on  To- 
kyo'* Nikket  averanr.  VS  tdocks  loa 
ground  early  Aflcr  30  mlnut«-»  ol  trad- 
Injt  Ihe  Dow  was  down  IM  pDlnis.  Dut  a 
btc^inomlng  rally  in  the  bond  nurkci 
ciuTled  >UH'k3  bnck  Into  pOHltKT  territo- 
ry Dond3  faded,  but  Vixks  held  ihrlr 
ffUm  By  roon.  the  Dow  wnc  up  5  Id 
point*  Twu  hourv  later,  the  fvln  had 
sm-ichcd  to  mo  points. 

MnO  invMort  ituyed  on  the  Wdc- 
linw  Some  are  taking  Uic  wetfk  off  for 
RMfcovcr  or  Easier  Investors  also  were 
)itter>  l\ie5day  Qboui  the  RosoluUon 
Funding  Corp*  13  S  billion  nurtlon  of 
4t>yenr  bondi  for  (he  savlr>9  and  loon 
boit<Hii  (.Stoo'.  Mow ) 

Ad\nU  Oroup'»  Matthcu  Kulkln  Bg- 
ufCH  H(c  market  »ill  drlh  for  the  nrao 
^evcrji  weeks  a»  Wall  Street  walLs  (or 
mote  comfNinic*  to  unveil  re»ulD  for 
the  quarter  ended  March  31.  'People 
want  to  see  Mmc  cnrponile  earrunp  for 
the  flru  quarter  and  nuiybe  hoitu!  eco- 
nomic numbeni  before  they  itan  mak- 
ing any  *erlou>  commitment^"  he  wyi 

Markat  hlBhllohU:  woii  sm-ei 

«i^in 


USA^TOOAV  S  OAILY  STOCK  HCPOftT 

iM'.-i  after  Shearson  Lehman  Mutton 
upgraded  in  recommendation  on  the 
»o(rwnrr  company  lo  a  strong  buy 

^  Abo  using  on  .inuly%t-'  cimments. 
Druj:  rcMarcti  llrm  XOMA  roKr  IV,  to 
SIK^;  on  a  relieraled  buy  signal  from 
Alex.  BroHTi  4  .Sons  Tanibraods  added 
l\  (o  (77  on  bullUli  commenis  and 
higher  eomlnjp  esUmaies  from  Donald- 
v)n,  Lufkln  4  Jenretle 

►  Se%cnil  bank  aocks  got  a  un  Irom 
posiiive  commrnw  by  Merrill  Lynch. 
Manulacturerii  Hanover  added  1\^  (o 
$,U^,,  NCNBcl.mbcd  14  tol37%,en(I 
Citicorp  picked  up  tj,  to  l2<Vi. 

^  Poerk-sa  Manufacturing,  which 
mukes  equipment  tor  (he  nutura)  gas  in- 
duMry,  jumped  3".]  io$34',i  on  specula- 
tion It  will  benrbt  from  clean-air  tegbla- 
tlon  pending  In  Coii^cwi 

^  Lanculcr  Colony  )ump«d  3U  to 
333  on  ncvn  Newell  (up  >/^  to  t2i%) 
hat  't.6%  and  Is  considering  a  takeover. 

>  Automated  SyMems  fiurged  3  to 
t6'/«  on  news  the  duta  processing  and 
•.oftware  compitny  wlU  be  acijulred  by 
Cadence  Design  in  n  Mock  ^wap.  Ca- 
dence gnifit^  I  ''i  lo  i'i*'^ 

h  Hilton  Hatels  (pvc  up  I  U  lo  S51 V4 
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4  Gamble  climhcil 
Coca<olB  uddrd  ',  to  t«0% 

^Digital  Equiptatat  advanced  1% 
lo  i6\  ',t  As  previously  reported,  opti 
mbm  Is  growing  ihut  the  computer 
(.-ompan/s  camlna  for  Ihe  third  quar- 
ter [ended  March  31)  will  turnout  lobe 
heitcr  than  ejtpccled 

^  Among  other  technology  stocks. 
Compaq  surged  2%  In  S96>^,  Hawlefl- 
Packard  lacked  on  I ^  to  Ub^jt.  and 
Texas  IitstrumeotB  rare  2>/^  10  f37i^. 

^  Adobe   Systems   jumped    1^^   to 


iifif  r  Bttrrnii  Hlllnn  loUl  The  WailHlreot 
loiinuil  he  has  no  plans  lo  sell  the  com- 
pany and  plans  to  focus  Instnul  on 
strengthening  Its  core  bustneasM 

>  NYSE  volume  leader  Auk*  D^ 
panmcnt  Siorea  lad  %  to  t2^  after 
suylng  late  Monday  that  It  expects  a 
li)90  Idas  cstlmalmiflt  t32H  million 

»•  AMR  rose  2  lo  Kr>%.  The  Artterl- 
cor  AlrllTMS  puri-m  Is  lakJng  a  close 
look  at  making  u  bid  for  Aerollneas  Ar- 
gentines. The  Argenunc  govcmroenl, 
whicii  own!t  the  airline.  In  selling  89%. 

>  Structural  Dynamics  Keacarch 
climbed  1  ','5 10  J30>,'<  after  Ihe  software 
supplier  and  engineering  services  com- 
pany rcponed  a  32%  gain  In  eamlngi 

Key  Indexes:  nyse-s  compotiie 

row  ohi  potntB  TO  187.63,  NASDAQ's 
DTC  rompoiilte  was  up  1.72  points  to 
431  .SO,  and  the  Amex  market  value 
slipped  a  16  points  lo  359  52. 
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Traders  greet  S&L  bailout  bonds  with  disdain 


By  Jim  Hcndervon 
and  John  U'agyxier 
USA  TODAY 

Tho  Reioluliun  Funding 
Curp .  the  agency  that  finances 
the  sivin^  iind  i(Xin  bailout, 
auctioned  (3-1  trillion  in  vo- 
yeur bonds  yesterday,  and  the 
bond  market  turned  up  it^  nav 
ai  Che  oSenng, 

The  bond  market  took  a  hit 
unmedlatety  following  the  auc- 
Uon,  The  yield  on  the  bellweth- 
er 30  year  Treasury  bond 
Jumped  (rom  S53%  ut  200 
F-DT 10  H  59%  t)>  5  p.m 


TTvc  BF:FC0  flurtirtn  »a»  a 
dog  the  Uisi  lime  uround, '  say^ 
tan  MacKinnon,  a  bond  fund 
munager  at  Vanguard  Group  of 
Funds  Maybe  they're  trying 
10  !stan  a  kennel " 

The  RRKCO  bonds  weighed 
m  with  on  average  yield  of 
tl  69%.  or  0.30  perceniage 
pointA  higher  than  the  yield  on 
a  30-y«ir  T-bond  The  yield  on 
J5  billion  in  REFCO  lOyear 
bonds  Hold  Jan.  2J  was  about 
0.21  poinb^  higher  than  Uic  30- 
ycar  Treasury  bond  yield  then. 

"ll  was w-orvrthan  Lost  Janu- 
ary* aurtjon.'*  sjyii  Stephen 


fiallflgber.  ecoflomw  at  Kid- 
der. Peabody  4  Co 

Problems  with  the  auction 
showed  up  In  other  ways:  The 
spread  between  the  average 
yield  Hccepted  and  the  hlghesi 
yield  accepted  was  005  per- 
centage points  -  8  94%  (or  the 
high  vs  8^9%  for  the  average. 
When  an  auction  gDes  well,  oil 
the  bonds  arc  sold  at  a  yield  no 
higher  than  0  01  to  0  02  points 
above  the  averaff^.  "A  spread 
of  5  basu  poinls  '  oolnlsi  1- 
bad.  It  means  "t 

ment  had  u 
higher  yielc' 


says  Gallagher 

The  spread  wa»  the  name  us 
last  January's  auction  The  av- 
erage yield  Uien  was  H60% 
und  the  govemmeni  hod  to  ac- 
cept yields  a.*  high  as  B.63%  to 
sell  the  enilrt*  S5  billion  iiaue 
Thbtlme,  however,  Uncle  Sam 
aucUoned  a  smaller  amouni  — 
13,5  billion  -  In  hopes  the 
market  would  have  on  easier 
bmr  dlgoRlng  IL  "Bui  the  mar- 
oked  nn  11  Jus'  as  hadly 


ch  ( 


■'er 


are  as  high  0:1  liOii  billion.  "IfK 
a  nosly  reminder  thai  there's 
going  10  be  a  lot  more  supply  of 
REFCO  bonds  down  the  road," 
sayv  Randel!  Moore,  editor  of 
KiiP.  ("hip  rinanciai  PorccaMs. 
•  All  this  bodes  ominously  for 
(he  big  Treo^ry  auction  m  ear- 
ly May  when  Uncle  Sam  will 
fie;i  110  billion  each  of  lO-year 
T-noies  and  30-year  T-t:'  -vU, 
"There's  not  much  to  "  ■■ 
buying  Treasuries  a^' 
auction."  Hsys  O 
'II  Ihe  May  c 


I.M.Mg.t»»l-J«:MH*.^IU«lMa 


Finn  demonstrates  growth 

FAHNESTOCK  &  CO  recommetkls  slock  in  Slaohome 
lac.  (STHk  a  WtstH-ld,  MaK-boscd  maker  of  household 
and  peraonotoire  produds  sold  via  hotne  demonsiraUon 
siloi*'*.  STiTs  eamingj  ^nold  grow  an  average  14%  a  ytar 
during  the  next  Ihree  ytiar^  thanks  to  (he  ^ucccs»  of  STUs 
iast-fjniwlnK  elftwure  and  dtn^-sale>  bustncn,  the  broker- 
a^^iays  STH'sFjisecoglfiwuredlvtslonuiespeclallystrcing 
because  ILt  prixlucu  ure  reasonably  priced  and  purchased 
by  an  ocUve  grrMp  of  collccton.  PohnesLock  says.  It  says 
demand  lor  STH's  produrtt  will  \k  Arong  as  ih?  firm  broad- 
ens Its  produci  line  and  expiinds  Into  new  markets.  Fahne»- 
tock  not'Ti  thai  STH  has  wild  Ommce*  nnd  tiOIe  debt 
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SMART 

INVESTORS 

COME  TO  US 

FOR  MORE 

THAN  STOCK 

ANSWERS. 


Millions  of  well-informed 

market  watchers  find  our 

financial  coverage  to  be  a  cut 

above.  For  example,  we  not  only 

provide  the  most-aaive  stocks 

in  a  convenient  table,  we  also 


rank  them  by  percentage  of 
shares  traded.  Which  means 
you  get  more  than  the  ups  and 
downs-you  get  the  ins  and  outs, 
too.  Maybe  that's  why  so  many 
readers  invest  in  USA  TODAY. 


PEOPLE  GET  INTO  IT  BECAUSE 
THEY  GET  SO  MUCH  OUT  OF  IT. 


nq 


Careers 


In  1982  Addie  Powell  quit  work  to  become 
a  full-time  mother.  Then  her  former  boss' 
wife  needed  her  sales  abilities.  Today  their 
company  is  one  of  the  nations  top  table- 
ware manufacturers. 

Step  1: 
Go  to  lunch 


By  Lisa  Gnbemick 


How's  THIS  FOR  a  way  to  start  a 
business?  In  1982  Nan  Swid 
and  Addie  Powell  pooled 
$150,000  from  their  savings  and  made 
their  first  big  investment:  They  spent 
$1,000  on  a  lunch  at  the  Four  Seasons. 
The  guests  were  12  of  America's  best- 
known  architects,  including  Richard 
Meier,  Philip  Johnson  and 
Stanley  Tigerman. 

At  lunch,  Powell  and 
Swid  made  their  pitch. 
Would  the  architects  design 
cups,  plates  and  other  table- 
ware for  their  new  compa- 


husband,  Stephen,  owned  and  ran 
Knoll  International,  the  furniture  de- 
sign business,  and  through  him  she 
had  met  many  of  the  nation's  top  ar- 
chitects. Her  brilliant  idea  was  to  get 
them  into  the  tableware  field. 

Recalls  Swid,  now  48:  "I  was  in  the 
middle  of  decorating  my  home  in 
1982,  but  when  it  came  to  buying 
dishes — I  know  this  sounds  terrible — 


ny?  Richard  Meier,  who  is 
currently  designing  the 
$300  million  J.  Paul  Getty 
Center  for  the  arts  in  Los 
Angeles,  remembers  being 
flattered  at  the  thought: 
"Nobody  ever  asked  me  to 
design  a  plate  before." 
What  did  Meier  care  that  he 
wouldn't  be  paid  up  front? 
He  could  afford  to  sit  tight 
and  wait  for  a  percentage  of 
sales. 

Meier  and  the  other  11 
architects  signed  on.  That  meant 
Swid  Powell,  as  the  company  is 
knov^m,  was  able  to  display  a  52-piece 
tableware  line,  including  designs  by 
each  of  the  12  architects,  at  the  June 
1984  Tabletop  Show  in  New  York,  the 
nation's  largest  convention  for  table- 
ware buyers.  Each  Swid  Powell  5- 
piece  place  setting  retailed  for  $170, 
roughly  comparable  with  Lenox  and 
Wedgwood. 

Many  people  say  they  wouldn't 
know  where  to  come  up  with  an  idea 
for  a  new  business.  In  Nan  Swid's 
case,  it  was  right  under  her  nose.  Her 


104 


Partners  Addie  Powell  and  Nan  Swid 
Designing  women. 


there  just  wasn't  anything  I  wanted  to 
buy."  Why  not  get  architects  to  design 
plates  she  did  like,  and  then  see  if 
other  people  liked  them,  too? 

Right  away  she  called  Addie  Pow- 
ell, who  had  just  left  a  position  as  vice 
president  of  a  Knoll  sales  division  to 
tend  to  her  year-old  son.  After  some 
initial  hesitation,  Powell  joined  up 
with  her  former  boss'  wife.  Before 
long  they  had  signed  up  their  archi- 
tect/designers at  the  Four  Seasons. 

How  to  sell  unique  place  settings  at 
$170  each?  How  else?  Throw  another 
party.  The  two  women  sent  out  300 


invitations  to  the  biggest  tablewax 
buyers  in  the  country.  "Five  showe 
up,"  says  Powell.  "Fortunately  the 
were  Bloomingdale's,  Bullock's,  Ma' 
shall  Field's,  Macy's  and  Neima 
Marcus."  The  little  party  generate 
$100,000  in  orders. 

The   designs    Swid   Powell    chosj 
were  unique  to  the  tableware  worl, 
their  signature  piece.  Tuxedo,  was ; 
clean    black-and-white    geometric^ 
design  by  architects  Charles  Gwat 
mey  and  Robert  Siegel.  Not  long  aftJ 
the  plates  hit  the  stores,  Swid  Powel 
received  calls  from  the  Metropolit 
Museum  of  Art  and  Museum  of  Mo 
em  Art,  both  of  which  wanted  to  pi! 
the  plates  into  their  permanent  desi^ 
collections.     Recalls     Powell,     "V 
didn't  have  extras  to  send  them. 

For  the  first  five  years  the  busine 
galloped  along,  growing  25%  to  35% 
year,  until  annual  revenues  topped  ! 
million.  Then  Swid  and  Powell  gre 
cocky.  In  January  of  1989  they  mat 
their  biggest  inventory  order.  Thr 
months  later  retailing  hit  the  skic 
taking  Swid  Powell's  business  with 
For  the  first  time  the  company's  rev 
nues  were  flat.  Then  another  bio 
Imitations  of  Swid  Powell  tablewa 
hit  the  market  at  $40  to  $50  a  settin 
"We  sent  our  lawyer  to  see  t 
stuff,"  says  Swid.  "He  tc 
us  there  was  nothing  \ 
could  do.  We  decided 
take  it  as  a  compliment  a 
simply  move  along."  J^S 

To  counter  the  knock  ^^ 
artists  and  build  their  i]  ^ 
age,  the  partners  are  nc  H 
producing  one-of-a-ki  Jte 
pieces  designed  by  their  ptj 
chitects.  For  example,  th(  ^^ 
is  a  clock  with  a  mother 
pearl  face,  and  an  ice  hue  1 
et  with  a  lapis  handle.  Su 
items  will  be  offered  in 
leries  for  $5,000 
$25,000— not  a  market  tl 
imitators  can  easily  pi 
into. 

Just  as  important,  Svpst; 
and  Powell  have  begim 
trade  on  their  company's  each 
American  Airlines  commissior 
them  to  design  place  settings  for 
international  first  and  business  cla 
es.  Also,  the  airline  plans  to  use 
other  Swid  Powell  design  on  its  fu 
class  domestic  flights. 

In  a  turnabout,  Swid  Powell  itsel 
now  going  a  bit  mass  market.  In  Oc 
ber  Fieldcrest  Cannon  introduced 
first  line  of  Swid  Powell  sheets,  ci 
black-and-white  linens  in  geomei 
patterns.  So  far  the  sheets  are  one 
Fieldcrest  Cannon's  most  succes! 
new  lines.  ■ 
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NOW  READY 


;  THE  NEW  3-VOLUME  SET  OF 

prbes  Thoughts  on  the  Business  of  Life 


as  he  Forbes  Scrapbook  of 
tiiiughts  on  the  Business  of  Life,  in 
ch  its  one-  and  expanded  two- 
*jme  forms,  has  for  a  number  of 
'rs  now  been  appreciated  by  a 
A/ing  number  of  devotees  for  its 
Y^  ris  of  wisdom  that  span  the 
„,turies  from  ancient  times  to  mod- 
no,  day. 

loiiorbes  is  proud  to  announce 
tai  yet  another  volume  has  been 
ieied  to  this  collection  of  timeless 
I  t^tes.  The  three-volume  set,  print- 
""^n  fine  quality  stock,  bound  in 
^•"^i  cloth  and  housed  in  a  hand- 
^^le  matching  slipcase,  is  the 
.jjjjitessential  bedside  companion 
jjjj  over  10,000  meticulously 
■  }d  quotes  of  many  of  the  world's 
Swfitest  authors. 


The  set  also  makes  an  ideal 
holiday  or  birthday  gift  for  business 
associates,  friends  and  those 
hard-to-please  colleagues  on  your 
list.  It  is  a  pleasure  to  read,  wheth- 
er you  choose  to  sample  a  random 
few  inspirational  thoughts  at  a  time 
or  to  pursue  a  more  charted 
course  with  the  aid  of  both  subject 
and  author  indexes. 

When  so  many  choices  in  busi- 
ness gifts  wear  out  their  welcome 
instantly,  the  three-volume 
"Thoughts"  will  surely  be  cherished 
for  a  lifetime.  The  cost  including 
slipcase  and  shipping  is  $49.50.  To 
receive  your  edition  or  send  it  as  a 
gift,  simply  fill  out  and  return  the  cou- 
pon below.  The  company  of  the 
greatest  writers  and  thinkers  awaits. 


□  over  3,000  more  quotations 
than  the  two-volume  set 

□  binding  in  blue  cloth  with  gold 
imprint 

□  blue  cloth  slipcase  to  match 
binding  at  no  additonal  charge 

□  indexed  by  author  and  subject 

□  authors  span  whole  range  of  civ- 
ilization from  classical  Greece  and 
Rome  to  present 

Q  over  1 ,500  pages,  over  10,000 
quotations 

□  no  shipping  or  handling  charge 

□  Ready  now.  Copies  will  be 
shipped  as  soon  as  your  order  Is 
received. 


n  TO  OWNERS  OF 

V.       EARLIER  VOLUMES: 

_sei  You  can  now  add  this  latest 
;iiii      volume  to  your  present 

lx)llection.  To  update  your  two- 
iselfi/olume  set,  the  third  volume  is 
aO'l      available  for  individual 
j^^Jpurchase  at  $19.50.  The  blue 
•  '"I  and  gold  binding  of  the  third 
^'j;  volume  has  been  selected  to 
'^  make  a  matching  set.  Check 
""  !?the  appropriate  space  in  the 
coupon  at  right. 


Forbes  Books,  60  Fifth  Avenue,  New  York,  NY  10011 

Reserve  my  set  of  the  new  3-volume  set  of  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  complete  in  matching  slipcase  for 
just  $49.50.  Ship  to  the  address  shown. 


n  Check  enclosed 


Name 


(please  print) 


Address 


Apt.  # 


n  Charge  my  credit  card 
n  Am  Ex 
n  MasterCard 
D  Visa 
No 


Exp.  Date . 


City  stale  Zip 

□  Reserve  Volume  3  only  for  $19.50.  Shipping  and  payment  details  entered  above. 

Please  add  sales  tax  in  New  York  State  and  other  states  where  applicable. 
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Expand  it  again,  Sam 


Louli  Psihoyos/Mainx 


Wal-Mart  Chairman  Sam  Walton 
Northward  hoi 


Retailing  billionaire  Sam  Walton  is 
bringing  his  Wal-Mart  Stores 
north.  Wal-Mart,  based  in  Benton- 
ville,  Ark.,  has  agreed  to  have  its  dis- 
count department  stores  among  the 
anchor  tenants  at  two  shopping  cen- 
ters now  under  construction  in  south- 
em  New  Jersey,  scheduled  to  open  by 
early  1991.  And  those  two  Wal-Mart 
outlets  are  only  a  beachhead  in  what 
looks  like  a  full-scale  invasion  of  the 
Northeast. 

Wal-Mart  is  staying  mum  on  its 
northern  ambitions.  But  real  estate 
executives  confirm  that  Walton  will 
soon  sign  deals  for  roughly  a  half- 
dozen  more  stores  in  New  Jersey. 
Some  deals  are  for  Wal-Marts;  some 
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are  for  Walton's  warehouse  outlets, 
Sam's  Wholesale  Clubs.  "These  guys 
are  looking  for  space  all  over  New 
Jersey,  New  York  and  Pennsylvania," 
says  one  real  estate  executive.  "And 
there  are  rumors  that  they're  in  New 
England." 

The  foul  atmosphere  in  northeast- 
em  retailing — with  bankruptcy  filings 
from  Bloomingdale's  to  Zayre — appar- 
ently smells  like  opportunity  to  Sam 
Walton,  72.  "They  are  not  taking  just 
a  deal  or  two,"  says  one  real  estate 
expert.  "They're  coming  in  in  force, 
and  they're  going  to  make  a  major 
impact." 

Wal-Mart's  strategy  has  its  risks. 
Construction  and  the  approval  pro- 


cess in  the  Northeast  can  take  up 
two  years  longer  than  in  the  Midwt 
and  the  South.  Market  penetratu 
warns  one  observer,  "is  going  to  taki 
little  longer  than  they  think.  I  thii 
they're  going  to  find  they're  not  goij 
to  be  able  to  hit  their  projections 
these  new  markets." 

On  the  other  hand,  at  Wal-Marl 
annual  meeting  last  month  Walt 
predicted  that  the  company's  ie\ 
nues  would  quintuple,  to  $125  b 
lion,  over  the  next  decade. 


n 


Ted  Turner  and  El  GiganU 

One  of  Ted  Turner's  smallest 
vestments  is  losing  big  mon 
relative  to  its  size.  In  1988  Tunj 
bought  the  privately  held  Natio 
Wrestling  Alliance  for  about 
lion  and  renamed  it  World  Champi 
ship  Wrestling.  The  wcw,  w 
matches  featuring  wrestlers  like  "I 
ture  Boy"  Ric  Flair  and  Lex  Luger, : 
distant  second  to  the  World  Wrestl 
Federation,  whose  stars  include 
much-ballyhooed  Hulk  Hogan. 
the  wcw  has  provided  Turner  f 
hours  a  week  of  cheap  programm 
for  his  SuperStation  tbs. 

The  trouble  is,  the  wcw  is  flounc 
ing;  it  has  lost  about  35  million  si 
Turner  bought  it.  Part  of  the  bla 
goes  to  James  Herd,  a  former  St.  Lc  j., 
TV  station  manager  Turner  hired    (j, 
year  to  run  the  wrestling  operati  ||j 
Herd's  first  assignment  was  to  be  ij 
ratings  by  luring  the  preteen  view  |( 


fen 


who  normally  root  for  wwf  stars 
Hulk  Hogan.  Herd  emphasized  w 
tling  talent  that  he  thought  wc 
appeal  to  kids,  including  a  surfer-1 
fellow  called  Sting,  who  refers  to  h 
self  as  a  "dude  with  an  attitude." 
Last  year  tv  ratings  for  Turn 


Bill  Apler/Pro  Wrestling  lllu! 


Ted  Turner  and  his  wrestlers 
A  really  big  show. 
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natches  were  up  somewhat,  but  tick- 

■t  sales  at  live  matches  were  down 

harply,    with    attendance    at    some 

vents  off  as  much  as  70% .  And  while 

few  more  kids  are  tuning  in  on  tv, 

lor  the  most  part  they  are  remaining 

;  oyal  to  Hulk  Hogan  and  crew. 

Turner  is  hardly  panicking.   The 

'ircw  accounts  for  less  than  3%  of 

■^umer  Communications'  total  reve- 

'ues,  and  it  does  keep  him  from  hav- 

ig  to  air  a  screenful  of  snow.  But 

umer  hates  to  lose.  At  a  press  confer- 

nce  in  May,  the  media  billionaire 

I  ersonally    introduced    the    wcw's 

J,  ewest  mound  of  muscle,  the  7-foot-7, 

j  35-pound   Argentinean   Jorge   Gon- 

jiales,  who  will  wrestle  under  the  nom 

4?  guerre  of  El  Gigante.  Between  El 

'^^ligante    and    "The    Mouth    of    the 

outh,"  maybe  Hulk  Hogan  should 

i|'atch  out. — Vicki  Contavespi 


Dreyer's  Gary  Rogers  and  William  Cronk  III 
Shipping  ice  cream  to  Japan. 


inei^ized 


ow's  this  for  vertical  integration? 

Edward  DeBartolo  Sr.,  the  80- 
fiar-old  real  estate  titan  who  report- 
"  lly  owns  or  manages  nearly  a  tenth 
11^  ^'  all  shopping  mall  space  in  the  U.S., 
is  acquired  a  bit  over  10%  of  Battery 
3i!  ne-Stop  Inc.,  a  Canadian  company 
j"  lat  intends  to  open  135  stores— 
li  ostly  in  malls — in  the  U.S.  this  year. 
LC  Between  January  and  June  of  this 
11  ;ar.  Battery  One-Stop  opened  63  ki- 
13 '.ks  in  nearly  20  states,  including 
California,  Ohio  and  Florida.  Almost 
''*  ilf  of  the  shops,  each  offering  400 
si  fferent  types  of  batteries,  are  in 
*i  alls  owned  or  run  by  DeBartolo.  The 
"0  osks  take  up  only  a  sliver  of  space, 
tl' ughly  150  square  feet.  DeBartolo 
jti't  764,000  shares  of  Battery  One- 
op  stock  for  making  52  sites  avail- 
nil' le  in  his  malls,  and  he  can  get  an- 
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veloper  Edward  DeBartolo  Sr. 
tettyying  deal. 


other  400,000  shares  if  he  provides 
some  100  more  sites.  These  leasing 
deals  have  pushed  his  holdings  up  to 
1.1  million  shares.  What's  more,  he 
still  collects  rent  for  each  store. 

Battery  One-Stop  isn't  much  to 
look  at  just  yet.  It  lost  $700,000  on 
sales  of  $5  million  over  the  nine 
months  ended  Jan.  31.  The  company, 
assured  of  space  in  DeBartolo's  mall?, 
projects  electrifying — if  not  shock- 
ing— growth  to  $30  million  in  reve- 
nues this  fiscal  year.  The  stock  has 
already  gotten  a  nice  jolt  from  DeBar- 
tolo's presence.  Since  he  agreed  to 
help  the  company  last  July,  its  shares 
have  surged  90%,  to  a  recent  S'/V 


Cone  ichiwa 

Are  the  Japanese  screaming  for  ice 
icream?  Gary  Rogers  and  William 
Cronk  III  sure  hope  so.  The  two 
bought  Dreyer's  Grand  Ice  Cream, 
Inc.  in  Oakland,  Calif.  13  years  ago. 
Since  then  they  have  built  Dreyer's 
into  the  nation's  second-largest  pre- 
mium branded  ice  cream,  after  Kraft 
General  Foods'  similarly  named 
Breyers.  Sales  last  year  were  $227  mil- 
lion, up  from  a  mere  $6  million  when 
they  bought  the  company. 

Premium  ice  cream  has  become  a 
very  crowded  market.  So  next  month 
Dreyer's  will  begin  exporting  ice 
cream  to  Japan  in  a  joint  venture  with 
the  trading  firm  Nissho  Iwai  Corp. 
The  potential  looks  good:  Japan's  ice 
cream  market  at  retail  is  worth  an 
estimated  $2.5  billion.  The  average 
Japanese  eats  16  pints  of  ice  cream  per 
year,  only  a  third  of  what  the  average 
American    slurps    down.    Moreover, 
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scarce  land  and  politically  powerful 
farmers  keep  Japan's  dairy  prices  sky- 
high.  In  April  U.S.  trade  pressure 
forced  Japan  to  lift  restrictions  on 
dairy  imports.  So  Dreyer's  will  be  able 
to  ship  its  products  to  Japan  directly 
from  California,  thereby  avoiding  the 
Japanese  manufacturing  costs  in- 
curred by  rivals  such  as  Haagen-Dazs 
and  Baskin-Robbins.  Dreyer's  plans  to 
ship  small  packages — quarts,  pints 
and  6-ouncc  containers — that  will  fit 
neatly  into  the  tiny  freezers  in 
cramped  Japanese  households. 

At  home,  where  Dreyer's  is  now  in 
30  states.  Chief  Executive  Rogers,  49, 
and  President  Cronk,  48,  have  fat- 
tened Dreyer's  growth  with  new  prod- 
ucts. The  company  was  one  of  the 
first  to  come  out  with  "light"  ice 
cream,  for  example,  and  it  also  offers  a 
low-fat  frozen  yogurt  and  a  new  fat- 
and  cholesterol-free  dairy  dessert, 
dubbed  American  Dream. 

Success  in  Japan  would  be  a  wel- 
come treat.  Dreyer's  new  products 
and  rapid  expansion  have  crimped 
margins:  Last  year  Dreyer's  earned 
$8.5  million,  a  net  margin  under  4%, 
less  than  half  its  margins  in  the  early 
1980s.  Yet  the  stock  was  recently  at 
37,  or  22  times  expected  1990  earn- 
ings. Rogers  and  Cronk  own  24%  of 
Dreyer's  shares,  a  stake  worth  $55 
million. 

Is  Wall  Street  overvaluing  the  com- 
pany's prospects?  For  now,  Dreyer's 
new  products  are  selling  well.  And  as 
for  Japan,  the  two  ice  cream  entrepre- 
neurs say  they  hope  to  capture  10%  to 
15%  of  the  country's  market.  But, 
cautions  Cronk,  "that  could  be  a  long 
way  away." — Julie  Schlax 
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IN  PARADISE 


An  island  paradise  that  offers  you 
-t~\total  relaxation  plus  the  thrill  of  dis- 
covery. Stroll  pristine  beaches.  Scuba  dive 
in  world  class  waters  and  reefs  renowned  for 
the  splendor  of  their  colors  and  tropical 
fish.  Or  snorkel  right  near  your  beach-side 
cottage.  Go  fishing  for  the  big  ones,  or  just 
relax  in  the  sun  by  the  pool.  On  Forbes  Maga- 
zine's Laucala  Island,  all  the  choices  are 
yours. 

BUT  JUST  FOR  A  FEW . . . 
Forbes  loves  its  private  Fiji  island,  and 
we  think  you  will,  too.  We've  put  out  the 
welcome  mat,  but  only  for  a  few  at  a  time. 
Wc  have  4  guest  cottages  so  we  can  take  only 
a  limited  number  of  people.  For  7  nights 
and  8  days  the  cost  is  $2400  per  person,  and 
that  includes  everything:  all  activities, 
meals,  drink,  lodging  and  a  round-trip  flight 
between  Laucala  and  Nadi  International 
Airport  (on  the  main  island).  It's  the  "in" 
place  to  go,  away  from  the  cold,  the  traffic, 
the  noise,  the  hassle.  Service  with  a  smile 
and  no  tipping. 

So  come  on  out.  Lose  yourself  in  a  South 
Pacific  dream,  the  way  you  knew  it  was 
meant  to  be. 

For  information  please  write: 
Errol  Ryland,  Manager 
Box  303,  Fort  Garland,  CO  81133 
or  call:  719-379-3263 


k     Errol  Ryland /FORBES  MAGAZINE 
r     Box  303,  Fort  Garland,  CO  81 133 

Help  me  get  lost! 


Name. 


Address. 
City 


State  _ 


Zip. 


or 


call  719-379-3263 


The  Forbes  Wall  Street  Review 
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ig  loan  writeoffs  have  scared  inves- 
jrs  out  of  bank  stocks,  but  Anthony 
ohni,  who  follows  regional  banks 
id  thrifts  for  A.G.  Edwards  in  St. 
ouis,  is  not  frightened.  "During  the 
ext  15  or  20  months,  the  market  is 
ace  and  for  all  going  to  make  a  dis- 
nction  between  good  bank  stocks 
id  bad  ones,"  he  says.  Among  the 
nancial  institutions  Polini  recom- 
lends  are  Bay  View  Capital  ( Calif or- 
la),  Old  Kent  Financial  (Michigan), 
lercantile  Bancorp  (Missouri)  and 
copies  Bancorp  (Massachusetts), 
bnetheless,  bank  and  thrift  stocks 

•  e  still  hitting  Wall  Street  with  some 
listy  earnings  surprises.  San  Diego- 
ised  HomeFed,  which  fell  18%  and 
as  one  of  the  worst-performing 
ocks  over  the  last  two  weeks,  re- 
ntly  announced   that   its   nonper- 

;;rming  assets  increased  by  $81  mil- 

tm  in  May. 
The  New  York  Stock  Exchange  is 
aking  a  laudable  effort  to  extend 
iding  hours  to  take  better  advantage 
foreign  interest  and  to  compete 
th  so-called  third-market  trading 
'me  by  nonmember  firms).  But  this 
mes  on  the  heels  of  another  an- 
uncement  regarding  "circuit  break- 
>."  The  exchange  says  it  may  imple- 
;nt  trading  halts  when  the  market 
Dps  too  much.  Closing  the  ex- 
ange,  possibly  for  almost  an  entire 
y,  hardly  seems  like  the  way  to  in- 

Rre  investor  confidence  in  the  liquid- 
—  of  the  stock  market. 
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The  overall  market' 

Performance 

Price 

Total  return 

3000 

Last  4  weeks 
-  Since  12/31/89 
Since  peak  (10/9/89) 
Since  5-year  low  (9/25/85) 

2.8% 

1.5 
-1.4 
86.4 

3.0% 
3.1 
0.8 
118.7    jAlV/fi 

(Am^  ' 

2000 

The  Wilshire  index  as  of  5/31/90 
-  Market  value:  $3,270.6  billion 
Price/book:  3.2           jtjK.. 
P/E:  17.4                jy^ 
Yield:  3.1%       jf/ 

^ 

^ 

1  Wilshire  index 

B  200-day  moving  average 

1000 

1         '     1               1 

1 

1 

1               1              1 

■81             82            '83 

•84 

•85        •se 

87            '88            '89           '90 

The  Best  Performing  Stocks 


The  Worst  Performing  Stocks 


Cioseup  on  the  Market 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)^ 

Rel  vol' 

BMC  Software 

29'/4 

22% 

35 

1,037 

1.0 

Home  Shopping  Network 

8'/8 

20 

NM 

3,159 

1.9 

Cetus 

\W2 

18 

m 

6,292 

2.2 

Wendy's  IntI 

VA 

16 

28 

10,865 

3.7 

Oracle  Systems 

IVA 

15 

32 

16,117 

0.9 

Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)' 

Rel  vol' 

LA  Gear 

27H 

-30% 

8 

12,439 

2.3 

Urcarco 

16'/8 

-21 

NM 

9,030 

4.2 

Homestake  Mining 

15y» 

-19 

63 

3,568 

0.9 

Battle  Mountain 

Gold 

10'/8 

-19 

33 

4.689 

2.0 

HomeFed 

24 

-18 

4 

2,144 

3.1 

( 

dex  or  investment 

Price          2-week  change 

Index  or  Investment 

Price  or  rate 

2-week  change 

1 

ilshire  index 

00  stocks,  capitalization  weighted 

3,472.55                     0.7% 

Europe,  Australia,  New  Zealand  and  Far  East* 

(EAfE)  a  dollar  denominated  capitalization  weighted  index 

910.20 

-1.5% 

Ilshire  index 

00  stocks,  equal  weighted 

22.07                     1.4 

Institutional^ 

Approximately  200  stocks  with  high  institutional  ownership 

119.59 

1.0 

P 

<w  Jones  industrials 

stocks,  divisor-adjusted  price  average 

2,928.22                     1.8 

Individual^ 

Approximately  200  stocks  with  low  institutional  ownership 

106.19 

1.8 

tiPSOO 

oitalization  weighted  cross  section,  major  stocks 

362.90                     0.5 

Russell  2000  index 

2000  stocks  with  small  market  values,  capitalization  weighted 

170.63 

1.2 

rsE 

jitaljzation  weighted,  all  listed  common  stocks 

197.98                     05 

Gold^  (composite  quote  of  6  major  dealers) 

$344.75 

-5.4 

Yen^  (per  $U  S.) 

154.13 

1.1 

lex 

jitalization  weighted  total  return:  stocks,  warrants 

364.30                     03 

i 

Commodity  index^  (CRB  futures  index,  1967=  lOO) 

236.44 

-2.0 

\ 

sdaq 

iitalization  weighted,  all  issues  except  warrants 

467.10                     1.8 

011^  (W  Texas  Intermediate) 

$17.15 

-1.4 

T  bills^  (90  days) 

7.64% 

-11  basis  points' 

316.68                     0.2 

1 

lex  international  market  index 

Iitalization  weighted,  50  largest  ADRs 

Broker  loan  rate^ 

9.25% 

unchanged 

( 

:  All  data  for  periods  ending  6/14/90.  Wilshire  index  reflects  price  performance.  It  d 
:  index  was  created.  Stocks  listed  above  have  market  capitalisations  of  $500  million  c 
rage  daily  volume  over  a  2-week  penod.  ^Average  daily  volume  over  the  last  2  wee 
tal  International  Perspective.  ^For  period  ending  6/15/90.  A.  Arbel,  Cornell  Un 
mation.    A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  NM:  Not  nr 

iffers  slightly  from  market  value  of  outstanding  stocks  because  of 
r  more.    Capitalization  weighted,  prepared  by  Wilshire  Associates 
cs,  divided  by  the  average  daily  volume  over  the  preceding  3  men 
versity,  using  Ford  Database  from  Ford  Investor  Services.  *'Kn 
eaningful 
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CRB  Spot  Indexes 


360 


340 


320 


300 


280 


260 


240 


(1967=100) 


1989  1990 

Raw  industrials'     ■  All  commodities^ 


CRB  Futures  Indexes 


330 


290 


250 


210 


(1967=100) 


1989  1990 

■  Precious  metals^    ■  Futures  index"^ 


If  the  cost  of  living  shoots  up,  commodity  prices  are 
unhkely  to  be  the  prime  culprit.  "There's  nothing  on  the 
horizon  that  will  result  in  higher  inflation"  in  terms  of  raw 
materials,  says  James  Nevler,  who  analyzes  the  commod- 
ity markets  for  the  Commodity  Research  Bureau,  a  subsid- 
iary of  Knight-Ridder.  The  bureau's  futures  index  is  down 
1%  from  mid-March.  "I  see  very  stable  markets  and  ample 
supplies  of  many  goods  like  coffee  and  orange  juice,"  adds 
Nevler. 

This  doesn't  mean  that  commodity  markets  will  no 
longer  be  volatile  or  that  consumers  won't  pay  more,  at  the 
retail  level.  Higher  taxes  for  gasoline  products  in  states 
like  New  York  and  California,  for  example,  may  nullify 


any  savings  that  might  result  from  the  recent  decline  in 
prices.  And  retail  prices  for  many  products  go  up  fas 
with  bad  news  than  they  go  down  with  good  news. 

Many  precious  metals  have  had  sharp  price  declines 
far  in  1990.  Gold  was  recently  about  $350  an  ounce,  sil 
under  $5.  Although  platinum,  used  in  automotive  catal  k 
ic  converters,  hasn't  fallen  as  much  in  percentage  term;  i«l 
is  now  trading  near  the  bottom  of  its  52-week  price  ran 
Prices  of  base  metals,  such  as  zinc  and  copper,  have  h(  m 
up  well,  while  tin  has  fallen  10%  in  the  year  to  date.  T 
weakness  in  commodity  prices  supports  those  who  belit 
the  Fed  is  feeling  confident  enough  to  ease  up  on  inter 
rates  (see  story,  p.  66). 


Commodity  Spotlight 


j; 


Ifi 


Cash  and  Futures  Prices 


December  Cotton^ 

Spot 

Indexes 

Futures  Indexes 

F 

74 
70 
66 
R? 

(e/pound) 

J 

Index^ 

Value       3- 

mo  change 

Index* 

Value 

3-mo  chaJi 

All  commodities 

275.36 

3% 

CRB  Index 

235.46 

-1% 

Stil 

mlif 

Raw  Industrials 

317.04 

4 

Precious  metals 

273.47 

-8 

tV 

Metals 

311.88 

6 

Industrials 

247.29 

-2 

iiaic 
tkf 

^^..r-rsr-^j^ 

Textiles 

261.10 

6 

Grains 

201.44 

1 

i\ 

1/90                                                  6/90 

Foodstuffs 

224.46 

2 

Livestock  &  meat 

234.63 

10 

teii] 

llrh 

There  has  been  too  little  rain  in  south 

Spot  Commodity  Prices 

Futures  Prices 

spoil 

Texas,  and  too  much  in  Missouri. 
Both  conditions  may  help  cause  the 
summer  cotton  crop  to  be  smaller 

Commodity 

Price       3- 

mo  change 

Commodity 

Price 

3-mo  cha 

Kill 

Ktfr 

Steel  scrap  (short  ton) 

$114.00 

16% 

July  platinum  (troy  oz) 

$476.00 

-7% 

tkeit 

than  originally  estimated.  According 
to  the  U.S.  Department  of  Agricul- 
ture, cotton  exports  are  at  a  ten-year 

Copper  scrap  (pound) 

0.87 

-5 

Aug  crude  oil  (barrel) 

17.59 

-15 

litis 
lion 

Print  cloth  (sq  yard) 

0.74 

6 

July  copper  (pound) 

1.12 

-2 

"ion 

high  and  mventories  at  a  six-year  low. 
As  a  result,  cotton  has  been  one  of  the 
strongest  commodities  in  the  futures 

Corn  (bushel) 

2.76 

13 

July  cotton  (pound) 

0.81 

12 

"tu 
'ill 

Soybean  oil  (pound) 

0.25 

7 

July  Chi  wheat  (bushel) 

3.28 

-4 

ik 

deye 

M 

fills 
Pissiv 

market. 

Notes:  All  prices  as  of  6/15/90;  graphs  as  of  5/31/90,  'Com 
silver.  ''Comprised  of  21  commodities.  ^Prices  from  1/1/90 

prised  of  13  commodities.  ^Comprised  of  the  13  raw  indust 
through  6/8/90.  'Base  for  spot  and  futures  indexes  (1967=  1 

rial  commodities  plus  10  foodstuffs.  ^Gold,  platinun 
00|.  Source:  Knight-Ridder  Commodity  Research  Bu 
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The  Funds 


legular  price,  10  cents  each.  For  you,  a 
'olued  employee,  we  have  an  exclusive 
leal:  two  for  a  quarter. 

By  invitation  only 


C 


By  Michael  Fritz 


MPLOYMENT  AT   IBM   bdngS   all 

sorts  of  privileges:  membership 

in  a  country  club  at  $9  a  year, 

s  M  stock  at  a  15%  discount,  pes  at 

vi%  off  list  price.  Later  this  year  em- 

loyees  of  ibm  will  be  cut  in  on  yet 

li' other  benefit — but  this  is  one  they 

n;  lay  prefer  to  pass  up.  They  will  re- 

biiive  an  offer  to  invest  in  two  ibm- 

H^onsored  index  mutual  funds  carry- 

le  5  expense  ratios  that  could  go  as 

iiiigh  as  three  times  those  at  some 

mparable  no-load  funds  available  in 

t  market.  The  ibm  funds — one  in- 

I'  xed  to  the  s&p  500  and  the  other  to 
n'oup  of  2,500  smaller  stocks — aug- 
mt  a  $457  million  ibm  employee- 
ly  money  market  account  rolled 
t  early  last  year. 
MiiiBM  joins  half  a  dozen  other  compa- 
-■;s  that  have  opened  employee-  or 
;mber-oriented' mutual  funds  over 
i  last  four  years,  among  them 
oerican  Airlines,  Owens-Illinois, 
chtel  Group  and  the  American  Hos- 
al  Association.  They  offer  such 
iveniences  as  initial  investments 
low  as  $100  and  automatic  payroll 
iuctions.  By  and  large,  the  employ- 
sponsored  funds  are  not  open  to  the 
leral  public.  A  handful,  including 
)se  from  Bell  Atlantic  and  ibm,  are 
.rketed  strictly  to  employees  and 
irees  and  their  families,  but  are  le- 
ly  open  to  outsiders, 
t  sounds  warm  and  cozy  to  have 
ir  employer  looking  out  for  you  in 
■  financial  marketplace.  But  before 
1  sign  on  to  an  employer-sponsored 
id,  look  it  over  with  the  same  skep- 
il  eye  you  would  use  on  a  fund  sold 
a  broker  or  telephone  marketer, 
■or  a  stock  index  fund,  one  designed 
massively  track  the  sSiP  500  or  oth- 
ndex,  the  expense  ratio  is  the  most 
Dortant  criterion.  According  to  its 
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registration  statement,  ibm  intends  to 
absorb  enough  of  the  startup  costs  to 
bring  the  annual  expense  ratio  for  its 
stock  index  funds  down  to  0.8%.  But 
what's  so  great  about  that?  You  can 
get  nearly  identical  index  funds  from 
Vanguard  with  expense  ratios  of  0.2% 
to  0.4%  of  assets. 

An  IBM  spokesman  says,  "The  situ- 
ation is  fluid."  Meaning,  perhaps,  that 


Exclusive  funds 


Being  tapped  for  membership  is 
not  necessarily  a  blessing — some 
of  these  expense  ratios  are  steep. 


Fund 


Assets*    Expense 
(Smil)        ratio 


AMA  US  Govt  Income  Plus    $39 


1.97u 


Amer  AAdvan  Equity 


214 


0.7 


Bell  Atlantic  Equity 


1.4 


Bell  Atlantic  MM 


0.8 


Elf un  Tax-Exempt  Income      791 


0.2 


Fremont  Mtilri  Asset  jBechtel)     59 


1.0 


Harbor  Bond 


25 


1.2 


Harbor  Growth 


162 


1.0 


Harbor  MM 


46 


0.7 


State  Farm  Growth 


444 


0.2 


•As  of  5/31/90. 


Sources  Moniitigslcxr,  Inc  :  Fi>Riii-:s 


IBM,  which  takes  excellent  employee 
relations  seriously,  will  cut  costs  later 
to  be  more  competitive. 

Say  this  for  the  concept:  It  helps 
insulate  employees  who  may  be  naive 
about  the  market  from  salespeople 
with  doubtful  products  or  high  sales 
commissions.  But  the  company  funds 
are  not  necessarily  in  themselves  bar- 
gams.  Bell  Atlantic's  money  market 
fund  costs  0.75%  of  assets  annually. 
The  expense  ratio  at  Fidelity's  Spar- 
tan is  only  0.45%. 


Several  companies,  including  ibm 
and  Ford,  are  offering  to  employees 
and/or  shareholders  money  market 
accounts  invested  in  their  own  short- 
term  paper.  The  yield  is  pegged  to  the 
average  yield  of  publicly  offered  mon- 
ey market  funds.  Depending  on  the 
formula,  this  could  be  a  good  deal  for 
investors — and  the  company  saves  on 
underwriting  costs. 

General  Electric  has  been  offering 
employee  funds  since  1928,  when  it 
began  allowing  employees  belonging 
to  its  volunteer-oriented  Elfun  Soci- 
ety to  invest  in  a  no-load  stock  fund. 
Today  ge  manages  five  Elfun  funds. 
Would  that  all  employers  ran  their 
funds  so  well.  Not  only  do  the  Elfun 
funds  have  low  expenses,  they  also 
have  excellent  performance.  All  three 
of  the  funds  that  have  been  operating 
for  five  years  sport  returns  in  the  top 
10%  among  comparable  funds  avail- 
able to  the  public.  The  14-year-old 
$790  million  Elfun  Tax-Exempt  In- 
come Fund  has  returned  an  average 
14.3%  over  the  last  ten  years,  making 
it  the  top  performing  tax-exempt 
bond  fund,  according  to  Lipper  Ana- 
lytical Services. 

But  few  of  the  employee-oriented 
funds  look  to  be  as  good  as  the  Elfun 
lines.  Many  of  the  funds  offered  to 
doctors  by  their  trade  association 
have  steep  expense  ratios.  And  some 
special-interest  funds  are  downright 
dogs.  Consider  the  $43  milium  Am- 
way  Mutual  Fund,  managed  since 
1984  by  Kemper  Financial  Services. 
Though  legally  open  to  the  public, 
this  diversified  stock  fund  is  market- 
ed solely  to  Amway  distributors.  The 
fund  carries  a  6.5%  up-front  load  and 
has  trailed  the  s6>.p  500  by  an  average 
of  five  percentage  points  a  year  since 
1980.  The  fund  gets  a  "c"  for  bull 
markets  and  a  "c"  for  bear  markets  in 
the  Forbes  rating  system. 

There  is  an  occasional  value  among 
the  corporate  clones.  Owens-Illinois' 
Harbor  International  Fund  is  managed 
by  foreign-stock  picker  Hakan  Caste- 
gren,  who  also  runs  the  Ivy  Interna- 
tional Fund.  Though  these  funds  are 
near  mirror  images,  the  Harbor  Inter- 
national Fund  earned  25.1%  over  the 
12  months  through  May,  against 
18.7%  for  the  Ivy  fund.  Why  the  dif- 
ference? Harbor  enjoys  a  more  steady 
flow  of  cash  into  the  fund  and  fewer 
redemptions,  enabling  Castegren  to 
run  the  fund  more  efficiently.  Also, 
Harbor's  expense  ratio  is  30  basis 
points  less  than  Ivy's. 

Exclusive  funds  range  from  excel- 
lent to  terrible.  Don't  buy  without 
seeing  how  a  fund  compares  with 
those  rated  in  the  annual  Forbes  sur- 
vey (Sept.  4,  1989).    ■ 
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rust  as  this  last  year  has  been  an  historic  one  for  our 
t/  Connpany,  so  the  world  around  us  has  seen  dramatic 
and  exciting  change. 

As  you  know  since  the  1960s  I  have  been  interested 
in  building  a  stronger  market  in  Europe  and  I  am  optimistic 
about  recent  developments. 

The  integration  of  a  united  Germany  into  the 
Community  makes  it  imperative  that  we  complete  the 

1992  programme  on  time.  We  

must  not  only  approve  but  also 
implement,  in  every  member 
state,  those  300  or  so  internal 


market  directives  which  are  crucial  if 
the  Single  Market  is  to  become  a 
working  reality. 

It  is  becoming  evident  that 
a  single  market  without  a 
single  currency  is  only  half  the 

battle.  We  must  push  forward  with  monetary  union  in  spite  of 
all  the  well  known  difficulties.  For  Britain  to  be  left  outside 
of  this  process  would  be  to  relinquish  our  rightful  place  in 
history  and  I  welcome  the  more  positive  role  that  the 
Government  is  at  last  now  taking  with  regard  to  the 
Exchange  Rate  Mechanism. 

But  those  of  us  in  business  must  continue  to  play 
our  part.  Whilst  politics  are  driving  events  forward,  the 
economic  changes  will  be  implemented  by  those  of  us 
in  business  and  we  must  make  our  interests  heard. 

Inevitably  an  integrated  Europe  will  need  effective 
democratic  control.  And  I  am  glad  that  this  last  and  most 
important  item  is  on  the  agenda  for  discussion.  The  new 
shape  of  Europe  should  be  determined  and  implemented 
by  the  existing  nations  before  it  is  expanded.  However, 
it  is  a  testimony  to  the  strength  of  the  concept  of  a 
Community  Single  Market  that  many  members  of  EFTA 
and  the  newly  emerging  democracies  in  the 


EUROPE, IVOWA 

WORLD  OF 
OPPORTUNITIES. 


East  regard  membership  as  a  major  priority.  Event 
Eastern  Europe  offer  tremendous  opportunities 
both  our  businesses. 

The  whole  of  Germany  is  now  treated  as  one  ma 
for  cigarettes  by  BAT  Cigarettenfabriken  and  we  aire 
have  a  65  strong  field  force  operating  in  East  Gernr 
Our  sales  in  other  Eastern  European  countries,  inclu 
Russia,  have  already  increased  by  two  thirds  and  we 

urgently  examining  ways 
expanding  even  further  in  tl 
substantial  markets. 

On    the   financial    ser\ 


side  we  see  potential  in  countries  w 
individuals  will  have  the  chanc 
personal  investments  w 
none  have  existed  before 
expertise  in  personal 
could  prove  invaluable  as 


fc 
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institutions  develop  that  will  need  consumer  fin. 
These  prospects  may  not  materialise  as  swiftly  as  t 
in  the  tobacco  business  but  we  are  in  a  strong  poi 
once  they  do. 

However,  you  can  be  certain  that  we  are  not 
whelmed  by  the  understandable  euphoria  that  surrc 
these  countries  at  the  moment.  Very  often  the  ma 
and  supporting  institutions  are  rudimentary  and 
currency  remains  a  problem  but  we  are  well  prepar 
take  every  opportunity  that  is  commercially  feasible 

There  is,  in  every  sense,  a  world  of  opportunities  b  «ti 
us.  By  focusing  the  Group  on  our  two  great  business 
financial  services  and  tobacco,  the  foundations  have 
laid  for  a  new  period  of  sustained  growth  in  our  Comp 
fortunes.  I  face  the  challenges  of  the  new  decade  ft 
considerable  optimism  and  am  determined  to  ensur 
we  make  the  most  of  the  international  opportunitie 
lie  before  us,  in  both  our  businesses. 


Kpay 


BAT  IMDUSTRIES 
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Capital  Markets 


MONEY  &  INVESTMENTS 


i^S  SO. 


Ginnie    Mae    mortgage-backed    bonds 
sound  supersafe.  They^  arent  always  ''^ 

PITFALLS  IN 

GNMAs 


Ifou'd  think  the  high-yield  mort- 
;age-backed  bonds  offered  by  the 
jQvemment  National  Mortgage 
(jn^Xssociation  were  safe.  After  all, 
hey're  full  faith  and  credit  obliga- 
stfions  of  the  U.S.  government.  But 
hey  also  carry  a  dangerous  degree  of 
jesj-isk  for  the  unwary  investor. 

The  pitfall  arises  from  the  uncer- 
ain  period  for  repayment  of  the  un- 
lerlying  mortgages.  A  Ginnie  Mae 
•assthrough   certificate   represents 
jffokn  interest  in  the  cash  flow  of  a  pool 
if  FHA  or  VA  mortgages.  A  home- 
Tiaftwner  has  the  obligation  to  repay 
mall  amounts  of  principal  every 
lonth  over  the  stipulated  period. 
iS  well  as  the  right  to  prepay  as 
luch  as  desired  at  any  time  with- 
ut  penalty.  That  repayment  option 
>  valuable  to  the  borrower.  But  it 
tj^uts  the  investor — the  lender — at 

ae  mercy  of  the  borrower, 
ssf  In  times  like  these,  when  interest 
ites  are  softening,  many  borrowers 
'repay  more  principal.  This  results 
1  the  bondholder  getting  face  value 
ither  than  market  value,   which 
in  mean  a  loss  of  up  to  1 0  points  on 
le  bond  if  you  paid  a  premium. 
The  12V2%  Ginnie  Mae,  for  ex- 
tnple,    trades    at    110,    to    yield 
rtl.15%  on  its  estimated  four-year 
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life.  But  if  the  borrowers  paid  off 
their  obligations  in,  say,  six 
months,  the  bondholders  would  re- 
ceive par  1 100)  and  lose  the  10-point 
premium.  This  would  be  offset 
somewhat  by  getting  six  months' 
worth  of  interest,  but  your  overall 
loss  would  still  be  substantial. 
You'd  also  be  forced  to  reinvest  the 
proceeds  at  rates  lower  than  the 
original  certificate. 

Unlike  most  securities,  where 
one  bond  or  one  share  is  identical  to 
all  others  in  its  class,  Ginnie  Mae 
certificates  represent  ownership  in 
a  specific  pool  of  mortgages.  Pools 
differ  by  region,  by  age  of  loans,  by 
the  type  of  home  financed  and  a 
myriad  of  other  characteristics.  Dif- 
ferences in  risk  are  considerable. 

Ginnie  Maes  can  be  purchased  ge- 
nerically  (with  the  issue  filled  from 
dealer  inventory)  or  by  specific  pool 
number.  As  a  rule,  specific  pool 
number  transactions  trade  at  a  high- 
er price — lower  yield — than  do  ge- 
neric transactions.  That's  because 
their  prepayment  patterns  are  more 
predictable  and  investors  are  will- 
ing to  take  a  smaller  yield  in  return 
for  that  information. 

Most  institutional  investors  do 
their  own  careful  analysis  of  prepay- 
ment characteristics.  Before  select- 
ing a  specific  pool,  they  also  rely  on 
analytic  work  performed  by  the  ma- 
jor Ginnie  Mae  dealers. 

The  U.S.  Housing  &  Urban  De- 
velopment Department  (hud), 
which  runs  the  fha  and  Ginnie  Mae 
mortgage  programs,  collects  and 
publishes  monthly  repayment  and 
prepayment  data  for  every  one  of 
the  200,000  or  so  outstanding  pools. 

But  even  supersophisticated  in- 
vestors need  to  be  careful.  A  group 
of    institutional    buyers    recently 


took  a  big  hit  because  of  a  higher- 
than-expected  prepayment  rate  in  a 
group  of  mortgage  pools.  They  were 
relying  on  "normal"  yield  assump- 
tions based  on  historic  trends.  But 
those  assumptions  were  thrown  off 
by  the  questionable  use  of  an  fha 
program  that  encourages  the  refi- 
nancing of  high-rate  mortgages. 

Chuck  Ramsey,  managing  direc- 
tor of  Bear,  Steams  &.  Co,  who  mas- 
sages the  monthly  hud  data  on 
mortgage  repayments,  has  identi- 
fied 8  out  of  the  85  high-coupon 
issuers  created  last  year  as  having 
"extremely  fast  prepayment 
speeds."  That  translates  to  approxi- 
mately $400  million  worth  of  certif- 
icates exposed  to  market  losses. 

Be  discerning  in  taking  advantage 
of  pools  of  11%  coupons  or  more. 
Even  though  it  may  be  difficult  for 
you  to  specify  the  number  of  the  pool 
that  satisfies  your  portfolio  desires, 
tell  your  broker  the  coupon  rate  and 
other  characteristics  you  want.  Try 
to  get  a  certificate  in  a  large  Ginnie 
Mae  pool  of  $100  million  or  more. 
The  prepayment  patterns  of  smaller 
pools  are  much  harder  to  predict: 
Being  dependent  on  a  smaller  base  of 
borrowers  could  mean  more  volatili- 
ty in  the  repayments. 

The  above  advice  comes  from  Ste- 
ven Hueglin,  executive  vice  presi- 
dent at  Gabrielc,  Hueglin  &.  Cash- 
man,  a  John  Hancock  Mutual  Life 
Insurance  Co.  affiliate  that  special- 
izes in  tax-exempt  bonds  and  mort- 
gage-backed securities. 

Hueglin  also  suggests  that  inves- 
tors who  want  a  more  predictable 
maturity  consider  buying  Collater- 
alized Mortgage  Obligations.  Most 
CMOS  involve  Federal  Home  Loan 
Mortgage  Corp.  (Freddie  Mac)  or 
Federal  National  Mortgage  Associa- 
tion (Fannie  Mae)  pools,  cmos  sepa- 
rate pools  into  short-,  medium-  and 
long-term  portions,  with  fixed  rates 
of  interest  at  regular  intervals. 

Probably  the  best  bet  for  the  ordi- 
nary investor  is  Ginnie  Mae  mutual 
funds.  You  will  lose  some  yield  be- 
cause of  management  fees,  but 
someone  else  will  do  the  selecting 
and  you'll  be  widely  diversified 
among  gnmas.  Vanguard's  gnma 
fund  has  an  excellent  record,  10.3% 
total  return  over  the  past  year.  Van- 
guard has  no  load  and  a  low  annual 
operating  expense  of  0.31%.  Sec- 
ond-best record  is  held  by  Federated 
GNMA  Trust  at  10.2%  total  return 
for  the  year  ended  May  31.  Federat- 
ed also  has  no  load,  but  has  an  oper- 
ating expense  of  0.52%.    ■ 
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Market  Trends 


MONEY  &  INVESTMENTS 


By  Frederick  E.  Rone  Jr. 


Bank  stocks  with  real  estate  exposure 
have  rallied.  But  nothing  has  changed. 
The  problem  won  t  go  away  soon. 

WISHFUL  THINKING 


ation  business."  I  know  dozens  of 
real  estate  operators.  They  all  say 
the  same  thing.  They  made  their 
money  selling  properties,  not  own- 
ing them.  After  servicing  debt,  re- 
pairing buckled  parking  lots,  re- 
placing air  conditioners,  etc.,  there 
is  rarely  any  money  left  over.  And 
yet  for  years  they  were  able  to  sell 
their  properties  for  more  than  they 
had  paid  for  them,  and  because  of 
generous  depreciation  rules  associ- 
ated with  real  estate  until  tax  re- 
form in  1986,  they  paid  very  little 
federal  income  tax. 

If  real  estate  doesn't  flow  free 
cash,  and  if  tax  incentives  have  been 
removed,  and  if  rents  have  consis- 
tently failed  to  keep  up  with  infla- 
tion, then  why  on  earth  do  lenders 
keep  lending  on  real  estate?  And 
why  do  developers  keep  developing? 
Obviously  there  is  a  problem  here. 
Is  there  a  solution?  And  what  are 
the  investment  implications? 

Real  estate  developers  and  occa- 
sionally prudent  lenders  are  a 
match  made  by  the  devil.  I  have 
observed  both  species  for  a  long 
time  and  feel  qualified  to  make  a 
few  observations. 

Real  estate  developers  are  charis- 
matic salesmen  and  visionaries. 
Real  estate  development  is  creative 
and  intoxicating.  If  the  numbers 
don't  work,  well,  what  the  heck, 
change  the  numbers.  The  real  estate 
vision  is  more  important  than  the 
economic  reality. 

.  A  banker  I  know,  who  is  too  old 
to  have  participated  in  the  national 
real  estate  debacle,  likes  to  explain 
the  dynamics  of  real  estate  lending 
this  way:  "Jones  is  an  experienced 
real  estate  developer.  He  brings  a 
deal  to  Smith,  who  is  an  experi- 
enced   real    estate    lender.    Smith 


During  1983  a  popular  bumper 
sticker  among  natural  gas  produc- 
ers read:  "Stay  alive  'til  '85."  This 
slogan  had  two  meanings.  First,  the 
natural  gas  "deliverability  surplus," 
which  caused  huge  amounts  of  nat- 
ural gas  to  be  "shut  in,"  would  dissi- 
pate by  1985,  thus  allowing  produc- 
ers to  sell  their  gas  in  the  market. 
And  second,  natural  gas  prices 
would  rise  to  a  level  comparable 
with  oil  in  terms  of  equivalent  ener- 
gy efficiency. 

Well,  here  we  are  seven  years  lat- 
er, and  gas  producers  are  still  having 
trouble  selling  their  gas,  and  natural 
gas  is  still  cheap,  relative  to  oil.  I 
tell  this  story  not  as  a  prelude  to 
some  new  energy  theory  but  rather 
to  illustrate  a  point:  It  frequently 
takes  much  longer  for  supply  and 
demand  to  come  into  balance  than 
active  market  participants  expect. 

The  massive  commercial  real  es- 
tate problem  in  this  country  is  go- 
ing to  eat  at  our  financial  system 
far  longer  than  most  of  us  can  imag- 
ine. As  my  friend,  the  former  Texas 
real  estate  magnate  Preston  Carter, 
has  been  reminding  us  for  years, 
"Real  estate  is  not  a  cash  flow  busi- 
ness. Real  estate  is  an  asset  appreci- 
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thinks  to  himself,  'Nobody  knows 
this  market  any  better  than  Jones.  If 
Jones  wants  to  do  this  deal,  it  has  tc 
be  a  good  deal,  and  I'd  better  lend 
him  the  money  or  somebody  else 
will.'  At  the  same  time  Jones  is 
thinking:  'Smith  looks  at  hundred 
of  deals.  If  he  will  lend  me  the  mon- 
ey for  my  deal,  then  I  must  have 
good  concept.'  And  so  it  goes." 

In  addition  to  psychic  gratifica 
tion,  Jones  and  Smith  have  a  fev 
more  base  considerations.  From  the 
money  Jones  borrows,  he  will  re 
ceive  a  development  fee,  the  size  o 
which  would  be  the  envy  of  mos 
working  people.  Since  the  econom 
ics  of  Jones'  deal  are  to  some  exten 
fantasy  anyway,  Jones  can  afford  tc 
be  generous  with  his  faithful  bank 
er.  Preston  Carter  facetiously  point 
out  that  banks  are  always  eager  ti 
lend  on  real  estate  because  real  es 
tate  is  one  of  the  few  businesse 
that  can  afford  three  points  up  fron 
and  three  over  prime. 

The  loan  Smith  makes  to  Jones  i 
called  an  acd  loan — acquisitior 
construction  and  developmen 
Smith  has  lent  Jones  his  develop 
ment  fee  and  the  money  to  pay  ir 
terest  for  five  years.  Sure  enough,  i 
the  end  of  five  years  rents  do  nc 
service  debt.  Jones  and  Smith  cor 
elude  that  what  is  needed  is  time  fc 
the  real  estate  market  to  firm  up.  A 
of  which  would  be  fine  except  thi 
there  are  thousands  of  Smiths  an 
there  are  thousands  of  Joneses,  an 
they  are  all  waiting  for  the  real  e 
tate  market  to  firm  up.  Tke  mirac 
of  compound  interest  is  a  two-edge 
sword.  The  financial  hole  being  di 
by  the  Smiths/Joneses  of  the  wot 
is  so  deep  and  the  interest  meter 
running  so  fast,  that  in  the  unlike 
event  that  the  demand  for  comme 
cial  real  estate  catches  up  with  su 
ply,  cash  flows  cannot  catch  up  wii 
principal  and  interest  owed. 

Bank  stocks  with  real  estate  exp 
sure  have  rallied.  There  seems  to  I 
a  feeling  that  bank  regulators 
not  going  to  force  lenders  to  fa 
economic  facts — at  least  not  rig 
now.  There  has  been  a  great  deal 
frantic  short  covering  in  baj 
stocks,  and  the  net  result  is  that  t 
group  has  been  showing  "strong  n 
ative  strength."  Short  covering  a: 
lenient  regulators  do  not  lease  spa 
at  rates  that  service  debt.  The  pre 
lem  is  not  going  away  any  tir 
soon.  I  suggest  that  investors 
careful  of  Rouse  Co.  (25),  Wells  Far 
(84),  Bank  of  Boston  (15)  and  Ft 
Interstate  (44).  ■ 
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Wall  Street  Irregular 


MONEY  &  INVESTMENTS 


Asset  allocation  is  a  hot  new  area  for 
investment  letters.  Cynics  say  ifs  jiASt 
another  gimmick.  Not  so  fast,  cynics. 

THERE  IS 
SOMETHING  TO  IT 


why  are  so  many  of  the  financial 
newsletters  I  monitor  in  the  Hulhert 
Financial  Digest  becoming  fascinated 
with    the    "asset    allocation"    ap- 
proach to  investment — and  why  are 
'^'investors  so  cynical  about  it? 
^      I  think  I  know.  The  letter  editors 
^'are  like  generals  fighting  the  last 
'":  war.  They  realize  that  the  right  as- 
'^''  set  allocation  strategy  would  have 
"?'  helped  them  survive  the  1987  crash, 
'''"keeping  their  stock  exposure  rela- 
'"'tively  low.   But  investors  wonder 
I"  why  these  advisers  weren't  advocat- 
•^°  ing  asset  allocation  before  the  crash, 
■'^'rather  than  acting  as  though  the 
>''!  bull    market    would    last    forever. 
:*^'  They  suspect  that  it's  just  another 
gimmick  to  sell  financial  products. 
'^     It  has  always  been  wise  to  be  cyn- 
'  ical  about  Wall  Street  and  its  off- 
^  shoots.  But  I  would  not  be  too  fast 
'**in  writing  off  asset  allocation  as  a 
mere  gimmick.  It  is  a  powerful  con- 
ceptual weapon  that  merits  a  place 

^^in  every  investor's  arsenal. 

tii 
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Whether  we  realize  it  or  not,  we 

are  all  asset  allocators  whenever  we 

■J^'tnake  any  of  a  number  of  routine 

P*  financial  decisions.  A  decision  to 

f.  pW  pay  off  a  mortgage  early,  for  exam- 
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pie,  actually  involves  several  com- 
plex asset  allocation  issues — such 
as  the  interest  rate  outlook  and  the 
relative  performance  of  real  estate 
and  alternative  investments.  The 
advantage  of  thinking  consciously 
about  asset  allocation  is  that  it 
forces  you  to  think  more  clearly 
about  assumptions  you  have  al- 
ready made  implicitly. 

Most  investors  focus  on  just  one 
asset  category  at  a  time  rather  than 
thinking  about  how  to  divide  their 
portfolios  among  those  categories. 
During  the  1980s,  for  example,  in- 
vestors were  particularly  preoccu- 
pied with  the  stock  market  and  how 
to  beat  it.  But  this  preoccupation  is 
really  little  more  than  a  sideshow. 
The  far  greater  determinant  of  in- 
vestors' long-term  returns  is  the 
portion  of  their  portfolios  devoted 
to  stocks  in  the  first  place.  Every 
investment  has  its  season.  Asset  al- 
location is  simply  the  art  of  dividing 
your  capital  among  different  asset 
categories. 

The  need  to  focus  on  more  than 
just  one  market  becomes  apparent 
when  judging  the  performance  of 
those  newsletters  that  comment  on 
asset  allocation.  Comparing  them 
with  just  one  asset  category  tells  us 
virtually  nothing  about  their  abili- 
ties. If  we  were  to  compare  them 
just  with  equities,  for  instance,  we 
could  become  discouraged  by  the 
fact  that  none  of  the  dozen  the  Hul- 
hert Financial  Digest  has  tracked 
since  the  beginning  of  1988  beat  the 
stock  market's  55.8%  total  return 
through  this  past  May.  Yet  if  we 
were  to  compare  the  asset  allocators 
with  gold,  we  would  be  impressed 
that  all  of  them  did  better  than  bul- 
lion's 25.4%  loss. 

To  discover  whether  these  asset 
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allocation  investment  letters  did  a 
good  job,  we  must  compare  them 
with  a  composite  index  constructed 
out  of  each  of  the  different  asset 
categories.  That  is,  did  an  investor 
following  their  advice  outperform 
an  index  equally  weighted  among 
stocks,  bonds  and  gold?  Such  an  in- 
dex gained  13.7%  over  this  30- 
month  period.  Eleven  of  the  12  asset 
allocation  letters  beat  that.  The  top 
three:  Standard  &.  Poor's  Outlook  (up 
31.4%),  Donoghue's  Monevletter 
(3 1  % )  and  the  fxc  Report  (30. 1  % ). 

Some  observers  contend  that  the 
T  bill  rate  would  be  a  more  appro- 
priate performance  benchmark  than 
this  three-market  composite.  They 
argue  that,  as  a  practical  matter, 
cash  is  the  default  mode  for  most 
investors — and  that  if  asset  alloca- 
tion can't  do  better  than  the  return 
available  from  doing  nothing,  it's 
not  worth  the  bother. 

The  T  bill  rate  turns  out  to  be  a 
stiff er  standard,  up  19.3%  over  the 
last  30  months.  But  6  of  the  12  asset 
allocators  still  passed  muster. 

What  about  the  asset  allocation 
computer  software  programs  that 
are  now  on  the  market?  My  advice 
IS  to  follow  the  fine  print  shown 
with  TV  commercials  featuring 
sports-car  stunts:  Don't  attem/u  this 
yourself 

Why?  Because  these  programs 
sometimes  lead  to  absurd  conclu- 
sions. This  is  well  illustrated  in  an 
excellent  new  book,  Asset  Allocation: 
/kilancing  I'inancial  Risk,  by  Roger 
Gibson  (Dow  Jones-Irwin,  $34.50). 

Gibson  tested  the  sensitivity  of  a 
number  of  asset  allocation  pro- 
grams to  minuscule  changes  in  in- 
put. He  would  change  the  estimates 
of  the  average  annual  return  of  vari- 
ous asset  categories  by  as  little  as 
1%,  or  modify  assets'  volatility  by 
just  1%. 

The  results  were  startling.  Just 
one  of  these  minor  changes  some- 
times would  lead  the  programs  to 
recommend  doubling  or  halving  the 
allocation  in  a  given  asset  category 
or  even,  in  some  cases,  eliminating 
a  category  altogether. 

The  programs  place  too  much 
faith  in  long-term  estimates  that  are 
crude  and  tentative.  But  they  do 
show  that  the  arithmetic  of  asset 
allocation  can  be  dramatic.  Fortu- 
nately, some  investment  letters 
seem  to  have  mastered  it. 

Therefore,  don't  dismiss  asset  al- 
location as  bunk.  Whether  you 
think  of  it  that  way  or  not,  we  are  all 
asset  allocators.  ■ 
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MONEY  &  INVESTMENTS 


Federal  government  borrowing  will 
balloon  as  the  economy  slows  and  the 
S&L  bailout  grows.  So,  will  interest  rates 
rise?  No,  they^  will  decline  sharply. 

BETTER  BUY  BONDS 


By  A.  Gaiy  Shilling 


If  the  recession  I  think  the  econo- 
my IS  now  in  is  of  average  postwar 
depth,  the  federal  deficit  will  rise 
by  $125  billion  before  it  is  over, 
even  after  excluding  any  recession- 
fighting  tax  cuts  or  increases  in  real 
federal  spending.  Adding  this  in- 
crease to  the  current  deficit  brings 
the  need  for  Treasury  financing 
close  to  the  $300  billion  level  at  the 
bottom  of  the  business  slump.  This 
sticker-shock  number  could  be 
even  higher,  perhaps  $400  billion, 
in  the  global  and  deep  recession  I 
expect.  Throw  in  the  S&.L  bailout, 
which  will  increase  government 
borrowing  by  at  least  $200  billion, 
and  you  come  up  with  a  frighten- 
ingly  big  number  on  federal  govern- 
ment borrowing  needs. 

Many  worry  that,  despite  a  soft- 
ening economy,  this  mountain  of 
new  debt  will  not  only  preclude  any 
substantial  decline  in  interest  rates 
but  will  push  them  higher.  Not  me. 
I  like  bonds  now. 

Why?  Take  a  clue  from  bank  rob- 
ber Willie  Sutton,  and  find  out 
where  the  money  is.  Analysis .  of 
cash  flows  shows  that  the  money 
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available  for  government  borrowing 
will  grow  even  faster  than  the  gov- 
ernment's need  for  borrowed  funds. 
The  net  effect  is  an  increase,  not  a 
decrease,  in  the  supply  of  funds. 
That  will  push  interest  rates  down, 
bond  prices  up. 

How  do  I  figure  this?  It's  simple. 
A  recession  occurs  because  net 
stimulus  to  the  economy  has  fallen. 
Sure,  government  spending  on  wel- 
fare. Social  Security  and  the  like 
grows,  and  corporate  and  other  tax 
collections  fall,  increasing  the  defi- 
cit by  the  amount  of  cash  the  feder- 
al government  puts  into  the  econo- 
my on  balance.  But  elsewhere  in 
the  economy,  stimulus  is  being 
withdrawn — much  more  stimulus 
than  the  government  injects;  other- 
wise there  wouldn't  be  a  recession. 
And  who  is  behind  this  disappear- 
ing stimulus?  The  private  sector. 

In  a  recession,  businesses  slash 
inventories  and  capital  spending  at 
a  much  faster  rate  than  cash  flow 
falls,  so  their  financing  needs  de- 
cline sharply.  Consumers,  worried 
about  actual  and  threatened  unem- 
ployment, reduce  outlays  on  cars 
and  other  heavily  financed  big-tick- 
et items.  Less  borrowing  means 
more  saving,  and  households  fre- 
quently become  so  cautious  in  re- 
cessions that  they  actually  save  an 
increasing  percentage  of  their  de- 
pressed income. 

In  sum,  in  business  slumps,  pri- 
vate domestic  borrowing  falls  faster 
than  government  borrowing  in- 
creases. And,  this  time,  the  excess 
supply  of  funds  will  be  further  in- 
creased as  the  trauma  of  a  world- 
wide and  severe  recession  chases  in- 
ternational investors  into  the  safe 
haven  of  U.S.  Treasurys. 

Following  the  cash  flow  in  the 


s&L  bailout  takes  us  down  a  simi 
lar  path.  When  the  Resolution 
Trust  Corp.  takes  over  a  failed  s&.l 
with  $100  million  in  deposits,  $100 
million  more  in  government  secu- 
rities are  issued  to  pay  off  the  de- 
positors. What  do  the  ex-depositors 
do  with  the  money?  Probably  de- 
posit it  in  a  healthy  S&.L  or  bank, 
which  in  today's  world  of  cautious 
lenders  will  most  likely  buy  gov- 
ernment securities  with  the  funds. 
Directly  or  indirectly,  the  money 
will  simply  make  a  round-trip,  and 
the  funds  raised  by  issuing  govern- 
ment securities  will  return  to  fi- 
nance those  securities. 

Later,  when  the  Resolution  Trust 
Corp.  sells  the  failed  s&l's  loans, 
junk  bonds  and  foreclosed  real  es 
tatc  for,  say,  60  cents  on  the  dollar, 
or  $60  milhon  in  this  example,  tHi 
net  issue  of  government  securitiei 
is  reduced  to  $40  million.  On  bal 
ance,    investors    have    traded 
million   in   deposits   in   the   faile 
S&.L  for  its  loans,  junk  bonds  an 
real    estate    now    worth    an   equa 
amount.    Since    these    assets    an 
much  less  liquid   than   the  fund 
used  to  pay  for  them,   their  newfcjj 
owners    may    become    more    cau-  |„ 
tious,  further  depressing  business  jj 
activity  and  increasing  the  supply  ^\^ 
of  funds  in  the  economy.  Similarly  >^ 
the  real  estate  dumped  by  the  rtc  „^ 
and  the  overhang  of  real  estate  yet  ^ 
to  be  dumped,  will  continue  to  de-  |?, 
press  that  market.  |j„ 

Of   course,    taxpayers   will   ulti  m 
mately  take  a  $40  million  loss  or  ^^\^ 
this    "fictional"    transaction,    bu  ^ 
that  does  not  affect  cash  flows — it  i 
simply  an  accounting  entry  that  re 
places  the  writedown  of  the  s&l' 
assets  with  government  debt.  Th 
only  meaningful  net  effect  is  th< 
interest  paid  on  that  increase  in  gov 
emment  debt,  which  is  relatively 
small  day  by  day  but  does  cumulat(  1 
to  big  numbers  over  the  decades. 

The  surge  in  new  Treasury  is 
sues  may  continue  to  frighten  in 
vestors  and  retard  the  decline  ii 
interest  rates.  As  it  becomes  clea 
that  the  net  effect  is  not  to  de 
crease  but  to  increase  the  overa! 
supply  of  funds,  interest  rates  wil  2, 
fall  sharply,  especially  if  the  reces  ^  ' 
sion  is  global  and  deep.  The  yicL  ^^ ' 
on  long-term  Treasury  bonds,  no\ 
8.5%,  could  fall  to  4%,  resulting  ii 
a  very  attractive  gain  of  almos 
70%  in  the  bonds'  prices  plus  th 
coupon  yield.  As  reality  wins  ove 
perceptions,  investors  in  Treasury 
will  win  big,  too.  ■ 
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Financial  Strategy 


MONEY  &  INVESTMENTS 


^ho  says  U.S. -made  cars  can  Y  compete  in 
vorld  markets?  Thafs yesterday's  storyi 


A  QUIET  COMEBACK 


even  after  that  drop,  it  was  still  60% 
higher  than  in  1980. 

What  about  the  much-trumpeted 
recent  decline  m  U.S.  production 
and  sales?  This  is  a  misleading 
guide  to  the  future.  The  transition 
toward  extended  warranties  tends 
to  stretch  out  the  time  between  pur- 
chases of  new  cars.  Yet  eventually 
the  same  number  of  cars  will  have 
to  be  scrapped  and  replaced  to  fill 
those  spaces  in  the  garage.  Also,  im- 
portant all-new  models  like  the 
Chevrolet  Caprice  and  Ford  Escort 
were  not  available  until  this  spring. 
That  makes  comparisons  between 
the  first  few  months  of  1989  and 
1990  quite  misleading. 

In  the  coming  decade,  U.S.  flair 
for  styling  and  performance,  when 
added  to  the  knowledge  we  arc  gain- 
ing about  Japanese  attention  to 
quality  control,  will  make  a  formi- 
dable combination.  An  expanding 
share  of  the  world's  car  and  truck 
output  will  be  moving  toward 
North  America,  even  if  many  of  the 
cars  produced  bear  Japanese  name- 
plates.  To  gauge  the  industry's 
health,  it  will  become  increasingly 
essential  to  look  at  production  rath- 
er than  U.S.  sales,  because  exports 
will  be  quite  significant. 

Most  U.S.  automakers,  particu- 
larly the  Japanese  transplants,  are 
beginning  to  gear  up  for  exports  in 
the  hundreds  of  thousands.  The 
most  interesting  new  opportunities 
are  likely  to  be  in  places  where  vehi- 
cles are  still  relatively  scarce,  such 
as  Eastern  Europe  and  Latin  Ameri- 
ca. A  revitalized  Mexico  is  wisely 
moving  toward  specializing  in 
smaller  cars,  engines  and  wheels, 
while  importing  U.S.  luxury  models 
and  trucks  that  the  country  can't 
prdduce  on  an  efficient  scale. 


'^*l^enever  U.S.  car  sales  slow  down 

'"^i  bit,  reporters  recycle  all  the  old 

ash  about  how  American  cars  and 

ucks  just  aren't  up  to  the  lofty 

andards  set  by  Europe  and  Japan. 

et  U.S.   automotive   imports   in- 

'  eased  by  only  $1  billion  between 

?87  and  1989,  while  U.S.  automo- 

ve  exports  increased  by  more  than 

'  billion.  More  and  more  Japanese 

odels  are  made  here  rather  than 

iported,  and  this  process  will  ac- 

ilerate  as  new  capacity  comes  on 

ream.  The  transplanted  Japanese 

^^f  ctories  are  usirig  more  U.S.  parts, 

facilitate  just-in-time  inventory 

anagement.    The   domestic   con- 

nt  of  a  Honda  Accord  is  already 

-'i  ell  above  70%,  which  is  about  as 

Jt'  gh  as  a  Ford  Escort.  The  new  Ford 

obe  LX,  built  by  Mazda  in  Michi- 

n,  benefits  from  a  powerful  U.S.- 

lilt  engine.  Mercedes  and  Jaguar 

ive  some  major  body  panels  made 

the  U.S. 

Part  of  the  myopic  gloom  about 
irrent  conditions  in  the  U.S.  in- 
istry  simply  reflects  a  loss  of  per- 
ective.  The  industrial  production 
dex  for  automotive  products 
opped  10%  h:om  the  end  of  1988 
5?*  the  end  of  1989,  for  example.  Yet, 
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m  Reynolds  is  the  director  of  economic 
J^ctrch   for    the    Hudson    Institute    of 
^  iianapolis,  Ind. 


The  rising  North  American  share 
of  world  vehicle  output  and  exports 
is  bound  to  cause  anxiety  for  auto- 
makers in  Germany,  France,  Italy 
and  the  U.K. — countries  that  have 
already  been  squeezed  in  the  U.S. 
market  by  Japan.  If  there  is  excess 
capacity  in  world  auto  factories,  it 
will  be  in  Europe,  not  in  the  U.S. 

Those  who  interpret  slumping  car 
sales  as  a  sign  that  U.S.  carmakers 
"can't  compete"  invariably  cite 
Consumer  Reports  surveys  of  repair 
records  to  prove  that  imported  cars 
are  far  more  reliable.  Yet  those  same 
surveys  have  handed  out  plenty  of 
bad  marks  to  expensive  European 
models,  such  as  the  Mercedes  190, 
Audi,  Saab,  Volvo,  Merkur,  Jaguar 
and  Sterling. 

The  breathtaking  price  of  Japan's 
new  Lexus  makes  it  mainly  a 
threat  to  Mercedes,  Jaguar  and 
BMW.  Even  the  impressive  new 
high-end  Buick  sedan,  or  the  best 
Continentals  and  Cadillacs,  are  far 
less  costly  than  the  big  Lexus.  To 
sell  significant  numbers  of  $40,000 
cars,  Japanese  exports  would  have 
to  be  allowed  to  grab  a  large  mar- 
ket share  in  Europe.  Only  a  dream- 
er thinks  that  will  be  permitted. 

But  Europe  and  the  Asian  coun- 
tries have  a  lot  more  to  lose  by  turn- 
ing protectionist  against  cars  made 
in  the  U.S.  than  the  Europeans  lose 
by  shutting  out  the  Japanese. 

We  begin  to  see  early  signs  of  the 
U.S.  potential  for  both  increased  ex- 
ports and  displaced  imports  in  such 
cars  as  the  Ej^glc  Talon  from  Illi- 
nois, an  all-wheel-drive  turbo- 
charged  hot  rod  that  began  as  a 
50-50  venture  between  Mitsubishi 
and  Chrysler.  Also,  the  Ford  Probe, 
produced  here  by  Mazda,  which  is 
25%  owned  by  Ford.  These  state-of- 
the-art  automobiles  offer  incredible 
levels  of  performance  at  prices  that 
neither  Japan  nor  Europe  can  dupli- 
cate at  home.  In  the  sedan  market, 
one  of  the  leading  car  magazines 
recently  picked  the  Ford  Taurus  as 
the  world's  best  value  for  the  mon- 
ey; and  the  runners-up,  such  as 
Honda  Accord  and  Toyota  Camry, 
are  also  made  in  this  country.  Such 
cars  are  a  great  value  in  the  U.S. 
They  can  also  be  a  great  value  in 
export  markets. 

Looking  at  fundamental  values 
rather  than  solely  at  old  trends,  the 
relative  value  of  U.S.  cars  and 
trucks,  including  those  with  Japa- 
nese labels,  is  looking  better  all  the 
time.  Don't  write  off  the  U.S.  auto 
business.  It  has  a  great  future.  ■ 
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FINANCIAL  SERVICES 

BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance  p 
Ratings  of  all  NYSE 
stocks  show  200  ex 
tremely  vulnerable     *  -^    "is 
stocks  (rated  8  or  9)  '^ 
—  including  some  very  | 
famous  names 
which  I  believe  could  ! 

Ill'fhP  Pp?fn!mInrP  MARTIN  ZWEIG 

you  the  Performance 
Ratings  ($39  value)  as  a  bonus  with 
your  subscription  to  The  Zweig  Fore- 
cast Time  IS  crucial 

Three-Month  Trial  $50  One  Year 
$245  Visa  or  MC  1-800-633-2252 
Ext  9064 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Belimore,  NY.  11710 


Introductory  Trial 

Value  Line 
Only  $60 


An  introductory  subscnption  to  The 
Value  Line   Investment  Survey 

brings  you  the  2000-page  Investors 
Reference  Service — Value  Line's  most 
recent  reports  and  ratings  on  1700 
stocks.  You  vifill  also  receive  analyses 
of  about  130  stocks  each  week  for  10 
weeks  for  $60.  Available  only  once 
every  two  years  to  any  household.  30 
day  Money-Back  Guarantee. 

SrCall  Toil-Free 
1-800-633-2252 

(Exl   26X6-Dept.yi6C09i 

American  Express,  MasterCard  or 

Visa.  7  days  week,  24  hrs.  a  day. 


REAL  ESTATE  SERVICES 


WORLD'S  MOSrSUCCESSFUL 
REAL  ESTATE  DEVELOPERS 
SHARE  THEIR  KNOWLEDGE 

Developing  Real  Estate,  1990 
Aug.  15-16,  Beverly  Hills 

The  Course  For  Successful  Or  "Emergin^f"  Devehpers 
Tuition:  $945.00.  Includes  Course  Materials, 
Lunch  and  Reception.  {Group  Rates  Avail  ) 
Limited  Spacf.  Course  Materials  if  purchased 
separately-  Sf>4500.  For  details/application, 
send  business  card  to: 

Real  Estate  Development  Institute 

lS3Buck-^kin    Westun,  M.issjchusetts  U2193 
Nationwide  Non  Profit  Development  Educational  In- 
stitute. Established  Iri  1975By  The  World's  Leading 
Developers  -  (508)  358-2665 
21  ORE  CREDIT  PROGRAM  available  at  additional  cost 


Forbes: 
CapitalistTbd 


© 


FRANCHISES 


Franchise 

your  business! 

For  tha  axpart  h«lp  you  n«ad  to 
bscoma  ■  tranchltor,  call 
tha  tranchlaa  spaclallata. 

rrancofp* 

N«w  York         Chlc«90       Los  Ang«l*s 

(3iat»a2MOO      (70«)4«13BOO        (31 3)  33«'<M00 

1.800-877-1103 


BUSINESS  OPPORTUNITIES 


INCORPORATE  IN  DELAWARE! 


Speciallsis  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shell  Corporations. 

Call  Write  lor  FREE  KIT: 
P.O.  Box  4a4-FB 


'■'islry 


'^Y  Wilmington,  DE  19899 

^'f'^  800-321-CORP- 302-652-6532 


REPOSSESSED  VA  &  HUD  HOMES 

available  from  government  (rom  $1  without  credit 
check  You  repair  Also  drug  seizures  and  tax 
delinquent  foreclosures  CALL  (805)  682-7555 
EXT  H-1030  lor  repo  list  your  area 


SEIZED  CARS— Porsche  Ferrari,  Vette, 
etc  Trucks.  boilS,  4-wheelers.  TVs.  stereos 
furniture  by  Drug  Enforcement  Agency.  FBI,  IRS 
Unbelievable  bargains  on  late  models  Available 
your  area  now  Call  (805)  682-7555  EXT  C-1031 


Qpi  I    YniiR  Brokers/Owners-list 


in  Japanese  MLS- 


PDOPEDTV  ^^^  service  Reach 


lOOO's  of  Brokers/ln- 


mlAPAM  vestors/Corporations 
tIMrnll  in  Japan  Free  trans- 
lation/typesetting. Also  display  ads,  brokerage/ 
agency  services,  consulting,  marketing,  trade- 
shows,  NOCOMIillSSION, 

Hon  sc  Bunker  1-800-USA-2111 


CORPORATE  ITEMS 


" 


Save 

50% 


FREE  CERTIFICATI 

AWARD  PLAQUES  WHOLESi 

Perfect  award  to  show  appreciatio 
recognition  for  donors,  employees 
salesmen,  members  and  at  meetir 
conventions. 

SEND  FOR  FREE  COLOR 
BROCHCJRE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  NUMBER  205-349- 
Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 
Tuscakxisa,  Aliibania  .15403 


BUSINESS  SERVICES 


BUSINESS  SERVIC 


9  The  easiest  way  to 

PLACE  YOUR  ADS 


noV 


I 


n  any  maior  newspaper,  trade  | 

publication  or  magazine  | 
CALL  1-800-522-4^ADS 

(1-800-522-4237) 

CLASSIFIED  i 

AD  BUREAU  I 

24  hour  lai   21 2  764-2934  | 

We  accept   L"9"J  ^H^    — ^  | 


VUR  FIRST  YEAR  IN  ^ 
'900"  COMMUNICAl  m 
BUSINESS,    SALES  f  '^r 


OVER$500,0 


WITH  A  GOOD  IDEA,  AND  OU 
YOU  COULD  DO  THE  Si 

T3IVE  US  A  CALL    (713)444 


cut  out  and  retain  lor  future  use! 


EniMSULWEI. 

PROFESSIONAL  TELEUARKETING  SERVICES 


We  know  the  secret  to  your  success! 

Professional  cost  effective  telemarketing  tor 
screened  prospects  direct  sales  or  surveys 
Call  or  write  today  for  a  free  brochure! 


2320N.  WOODLAWNAVE  METAIRIE LA  70001 
1-(800)-2S6-241B  ■  FAX:  1-(S04j-S87-939B 


MISCELLANEOUS  FOR  Hg 


INVESTMENT  GEMST<i 
GUARANTEED  LIQUIDl 

We  buy  &  sell  Diamonds  and  al 
Gemstones  Free  wholesale  cat; 
l%7!  Member;  Jewelers  Board  c 
Chamber  of  Commerce 

HOUSE  OF  ONYJi 
One  Main  Street 
Greenville,  Kentucky  42 
TOLL  FREE  l-800-626-Al!l| 


ill 


EDUCATIONAL  SERV  |^ 


BU 
YO 


LD 
R 


HOSTAGE! 

ARE  YOU  BEING  HELD  HOSTAGE  BY 
RUSH  HOUR  TRAFFIC  BOREDOM'' 
NO  FREEDOM''  CAN  YOU  VISUALIZE 
YOURSELF  EARNING  MORE  MONEY 
THAN  YOU  CAN  SPEND.  MORE  TIME, 
FREEDOM  AND  NO  BOSS'  DO 
YOU  HAVE  WHAT  IT  TAKES''  CALL 
(714)648-2255.  24  Mr  Recorded  Message 


BUSINESS 


Increase  sales  with  expertly 
prepared  brochures,  ads, 
catalogs,  mailings,  logos, 
etc.  Word-Wise  Advertising, 
founded  1973,  offers  a  com- 
plete creative  and  marketing 
service  for  the  small 
and  mid-size  busi- 
ness: (2 12)  247-0124. 


COLLEGE  DEGF  \H 

BACHEIX)RS  ■  MASTERS  •  OOC 

FofWoiii  Lite  an 
Eiperienct  No  I 
AitmOance  R    | 
Call  (213)  4 
(XitaMe  Ci 
1*800-42 
01  send  detaile 
loi  free  Eva     ' 
Pacific  Western  Lnivei  Hill 

7  Watertronl  PI    500  Ala  Moanj  Blvd  ,  Dei 
Honolulu,  HI 96813 


i^l) 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren  212-620-2440 


COMPUTER  RENTALS 


WINE  CELLARS 


liiw*^ 


Also  Available: 

•  Macintosh  •  IBM  PS/2 

•  Compaq    •  Laser  Pnnters 

•  Laptops     •  Portables 

And  a  host  of  other  peripherals 
Call  Toll-Free 

gCon.pute.Hen.a.l  800765-4727 


Next  Day  Delivery 
,ny where  in  the  U.S.A. 


REAL  ESTATE 


SON  VALLEY.  Located  al  the 
nee  of  the  Madison  River  and 
jntain  stream,  with  lush 
torn  meadows,  this  ranch  has  a 
e  set  of  improvements.  It  offers 
ive  views  of  Sphinx  Mountain 
e  Madison  Range,  abundant 
■wl  and  wildlife  along  the 
;d  Madison  River.  Easy  access 
Ennis  and  Bozeman. 
itively  priced. 


Y   OF   THE    MOON.    With 

an  a  half-mile  of  one  of  western 

;  jfc  a's  premier  trout  streams  as  one 

a'ry,  and  bordered  by  national 
nds  on  the  other  three  sides, 
I  h  runs  for  three  miles  up  its 
Aaie  stream  valley.  At  the  head 
timbered  valley,  in  a  beautiful 
sits  an   immaculate  chalet 
iding  a  view  of  the  headwaters 
Welcome   Creek   Wilderness, 
seclusion  with  the  necessary 
s    —    trout    ponds,    quality 
r's  residence,  outbuildings  and 
horse  barn.  Less  than  an  hour 
le  airport   and  the  university 
Missoula.  Contact  exclusive 
[|D|>r  sellers:  Hall  and  Hall,  Inc., 
1924,    Billings,    Montana 
(406)    252-2155    or    (406) 


(«■ 


ISlti 


:  Ji  '9. 


AIN  DREAM— 640  +  acres 

.>4ded  by  Cherokee  Nat.  Forest 

enn.,  nearN.  Ga.  &  N.  Car. 

inary  mountain  topography 

ludes  Lost  Creek  &  other 

reams.    Large   and   small 

wealth  of  Rhododendron, 

hardwoods.  2  hours  from 

earOcoee  Gorge.  Forafflu- 

idual  or  nature  oriented  in- 

t      group.      $1,650,000. 

gent,  Contact:  Lawrence  I. 

&   Co.,    1301    Hightower 

^260,  Atlanta,  Ga  30350 

13-1463 


■■-}i 


"4 


untain  Home  Sites 

!S  to  700  acres  close  to 
■tone  Park.  Scenic,  trees, 

fishing,  hunting.  Good 
.  Western  Real  Estate. 
2228,  Cody  WY  82414 

307  587-5584 


EXECUTIVE  GIFTS 


Ambassador  Lapei  Flags® 

24K  gold-piatea,  (uil  coiors 

Elegant  ana  Exclusive 

Fur  worldwide  business  marketing   CuSlomiZ€ 

any  2-(ldy  mix  with  company  logo    In  stock 

rectangular  panel  (Shown)  round  oval  square 

others    Or  send  own  preferred  design    10O'''o 

tJSA-niade  3-5  weeks  delivery  Best  value 

TME  Co    117  Park  Lane  Drive 

Suite  101    New  Millord  CT  06776 

(203)  354-0686  Fax  (2031  354-2786 


MERCHANDISE 


STOP  SWEAT 
FOR  6  WEEKS 

Treatment  with  elec- 
tronic    DRIONIC' 

keeps     the     heavy 

sweater     dry     for 

6    week    penoos. 

Thousands  prescno- 

ed   by   doctors    Try 

Drionic  for  unequal- 

ed  sweat  control  as 

described  in  seven 

medical   textbooKs 

Send  $125  each  pair 

(specify  underarms, 

hands  or  feet).  GA 

res.     +     6V4%.    45 

DAY  tVIONEY  BACK 

GUARANTEE 
GENERAL  MEDICAL  CO.  DepI  FOB-33 
1935  Armacosi  Ave     Los  Angeles    GA  90025 
Phone  ordert  -  MC/Visa  -  300  HEAL  DOC 


COMPUTERS 


iiffmflRYmflc 


INDUSTRIESINC 


Our  14th  year  of  DISCOUNTS 
Tandy'  Computers 

Radio  Shack"  Products 
Toll  Free  80(3-231 -3680 

22511  Katy  Fvyy   Katy(houSIon)  TX  77450 
1-713-392-0747  Fax  '713)  5^4-4567 


WiNECELLARS-USA       ,i 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars  Your  Cost 


Vis3/MC/AmEx/Discovet 


29b  Bottle  Credenzd 

Ret:  $  2795 

$   1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models 

-  Mot  Hatui'Hiuit: 

40  Bottle  Glass  Door 
bO  Bottle  Glass  Door 


$  599 
749 


499 
659 


FurVault  holds  about  8  Furs  $3495         $  1895 


Custom  Cellars  &  Racking  Systems  -  Call  For  Catalog 

134  W  131ST  St.  Los  Angeles  •  8(X)/777/VINO  (777-8466)  or  in  GA  213/719-9500 


MAILORDER 


"Elevette" 

Practical 

Luxury. 

Enioy  the  practical 
luxury  of  "Elev- 
ette". the  custom- 
built  resiQential  ele- 
vator that's  laeal 
tor  those  who 
cant  or  shouldn't 
clinnb  slairs  Write 
loday  tor  more 
intormation 


AMERICA 


INCUNATOR 

COMPANY      Off   1  A 

Dept  7  \W 

PdBox  1557  y 

Harrisburg,  PA 
17105-1557 


:CUTIVE  GIFTS 


THE  ULTIMATE  CHAIR 
for  a  stress-free  workday! 


Our  leather 

office  chair 

reclines! 


""CKaaVCT  i.g0O-251-222S  or  write 

53  iefficy  Am.  Dep<.  F-i2.  Hollltton.  MA  017M 
In  MA  S0M29  5940 


HISTORICAL 
REPRODUCTIONS 


Tha  Klttyhawt 

Oept  44 
915  Broadway 

Ne*  Voft,  NY  10010 
212-529-1144 


ARTWORK 


BUY  ME!!! 

OR  ONE  OF  IVIY  FRIENDS 

Now  you  can  invest  in  vintage  ani- 
mation artwork  ttiat  has  been  ap- 
preciating in  value  at  an  astonishing 
rate.  You've  read  about  It;  now  get 
in  on  it  while  prices  are  still  reason- 
ably affordable.  Own  a  priceless 
piece  of  your  childhood  that  you  will 
grow  to  love. 

Call  1-516-499-8511  today  for  a  free 
consultation,  or  Fax  In  your  request 
at  1-516-499-7570. 


FURNITURE 


FREE  CATALOG 


Sland-Up 
Desks 

• 
Revolving 
Bookcases 

• 

Custom 
Furniture 


Solid  Mahogany  &  Other  Hardwoods 
Write  or  Call  for  FREE  Catalog: 

TIME  N-TIMBER  WOODCRAF  lERS,  INC, 
ABA.  Box  355.  Sllverhill.  AL  36576 
FBS-CRAFTED  or  1-800-272-3833 


Streetwalker 


Edited  by  Thomas  Jaffe 


Clarence  who? 

Is  Donald  Trump  another  Clarence 
Charles  Hatry  in  the  making? 
Hatry  (1888-1965)  was  a  British  finan- 
cier/speculator who  built  an  empire 
in  photographic  supplies,  cameras  and 
slot  machines.  His  collapse,  according 
to  testimony  given  before  the  Senate 
by  John  P.  Morgan  Jr.,  then  head  of  the 
House  of  Morgan,  was  a  principal 
cause  of  the  1929  Crash. 
In  1929  Hatry  tried  to  gain  control 


Claraici'  Hatty 

Will  Trump  have  the  same  impact? 

of  Great  Britain's  iron  and  steel  indus- 
try. After  buying  sundry  foundries 
and  merging  them,  Hatry  made  a  bid 
for  United  Steel  Cos.,  which  account- 
ed for  about  10%  of  the  business  in 
the  U.K.  To  pull  off  the  deal,  however, 
Hatry  needed  to  borrow  heavily  from 
London  bankers,  who  turned  him 
down.  Enter  British  investors,  who 
began  selling  shares  of  Hatry's  various 
publicly  traded  companies.  They  fig- 
ured, rightly,  that  Hatry  would  try  to 
raise  cash  for  United  Steel  by  dump- 
ing stock.  Share-prices  of  his  compa- 
nies fell,  potential  lenders  backed  fur- 
ther away  and  on  Sept.  19,  1929  Ha- 
try's bid  collapsed. 

The  potential  significance  of  Ha- 
try's downfall  was  not  lost  on  legend- 
ary Wall  Street  speculator  Jesse  Liver- 
more.  He  concluded  that  while  the 
incident,  on  the  surface,  appeared  un- 
related to  the  U.S.  stock  market,  it 
represented  yet  another  straw  that 
could  break  the  back  of  investor  confi- 
dence. On  Sept.  19  Livermore  sold 
short  U.S.  Steel,  General  Electric  and 
RCA,  and  kept  shorting  them  right 
into  Black  Monday  on  Oct.  28. 

Returning   to   the   present,    could 
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Donald  Trump's  trouble  snap  confi- 
dence and  lead  the  stock  market 
down?  By  itself,  says  First  Albany 
Corp.'s  chief  investment  officer, 
Hugh  Johnson  (who  brought  the  story 
of  Hatry  to  Streetwalker's  attention), 
the  answer  is  no.  Johnson:  "Liquidity 
today,  although  not  great,  is  improv- 
ing. As  for  business  conditions,  al- 
though the  economy  could  slow  dur- 
ing the  current  and  third  quarters,  we 
are  a  bit  more  optimistic  about  1991." 
But  Johnson  is  still  cautious. 
"Small  things  like  Trump,"  he  con- 
cludes, "have  to  be  watched  carefully. 
Suppose  another  large,  unexpected  de- 
fault occurs;  it  might  be  enough  to  tip 
investors  in  the  other  direction." 


Country  of  the  month 

Streetwalker  has  with  great  interest 
noted  discussion  of  how  the  Ger- 
man stock  market  got  ahead  of  itself 
on  reunification  hype  and  has  now 
come  crashing  back  to  earth.  Inves- 
tors finally  wised  up  to  the  fact  that 
the  play  on  the  economic  growth  of 
Eastern  Europe  isn't  something  just 
around  the  comer  but  a  long-term 
proposition,  something  we  said  al- 
most six  months  ago  [Forbes,  Jan.  22). 

Streetwalker  went  back  to  our 
source  for  the  January  item,  Heiko 
Thieme,  a  New  York-based  market 
strategist  and  consultant  to  Deutsche 
Bank,  to  leam  what  his  thinking  is  on 
European  markets  these  days.  Ever 
since  the  German  market  started 
peaking  in  February,  says  Thieme, 
many  of  the  international  money 
managers  who  helped  fuel  its  rise  by 
pouring  in  funds  have  rotated  into 
other  European  markets  on  almost  a 
country-of-the-month  basis. 

After  Germany  came  France,  which 
had  a  big  move  in  late  February-early 
March.  Then  it  was  the  Swiss  mar- 
ket's turn  in  April,  followed  by  the 
U.K.  in  May.  And  over  the  past  month 
or  so  Italy  has  rallied. 

So  who's  next?  Perhaps  the  Nether- 
lands, says  Thieme.  One  reason:  The 
U.S.  accounts  for  a  big  chunk  of  the 
profits  of  leading  Dutch  companies. 
As  the  dollar  is  strong,  this  will  help 
them  to  record  higher  earnings  on  a 
guilder  basis.  Another  plus:  Accord- 
ing to  Morgan  Stanley  Capital  Inter- 
national, the  Dutch  market  sells  for 
9.3  times  trailing  12-month  earnings 
versus  an  average  European  multiple 


of  13.  Meanwhile,  it  sports  a  respec 
able  4.7%  average  yield. 

Thieme 's  two  favorites  are  big  om 
Unilever  nv  and  Royal  Dutch  Petr 
leum.  Both  have  shares  that  trade 
the  U.S.  on  the  Big  Board — rece 
prices  of  SP/s  and  75,  respective] 
Dutch  stocks  without  American  D 
positary  Receipts  that  he  likes  are  N 
tionale-Nederlanden  (71.90  guilde 
or  roughly  $38),  the  Netherlands'  lai 
est  insurer,  and  Elsevier,  the  cou 
try's  biggest  publishing  house  (88.' 
guilders,  or  $47). 


Buy  air-conditioner 
stocks  in  winter 

Fl  edders  Corp.,  headquartered 
Peapack,  N.J.,  has  around  a  30 
share  of  the  North  American  rooi 
air-conditioner  market.  This  has  be 
a  good  business  over  the  past  t\ 
years,  as  overall  industry  sales  ro 
smartly.  Fedders  stock  has  been 
winner,  having  more  than  doubl 
from  its  1988  low  to  a  recent  ny 
price  of  15'/2.  (There  are  19.2  millii 
fully  diluted  shares;  the  Giorda 
family  owns  about  14%.) 

But  although  long-term  prospec 
remain  good  for  the  $368  milli 
(1989  sales)  company,  analyst  Jc 
Krasner  of  New  York's  Fahnestock 
Co.  recommends  taking  profits. 

Near  term,  inventories  may  be  ali 
problem.  The  industry  had  about  \j\n 
25%  carryover  into  the  current  selli 
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Fedders  air  conditioners  at  the  plant 
A  cold  stock  in  summer. 


season  from  last  year,  and  an  unusu  ^^^ 
ly  cool  spring  hasn't  helped  sal  ^^ 
Krasner  expects  a  pick-up  with  war  ^^ 
er  weather,  but  he  thinks  there  n  i|jj| 
still  be  excess  inventory  by  the  enc  ^^ 
summer,  which  could  lead  to  pr  |||„ 
cutting  and  slower  growth  next  ye  ;|(ij 
Although  Krasner  expects  Fedders  ii^^ 
earn  $1.40  a  share  in  1990,  up  2'.  ^j 
over  last  year,  he's  only  looking  fo  [^^ 
modest  gain — to  $1.50--in  1991.  ^^^ 
John   Maynard   Keynes   said   tl^ 
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iv  hats  should  be  bought  in  win- 

lot  summer.  So  it  is  with  Fedders: 
■  t  that  over  the  past  12  years  the 

k  has  peaked  in  May  or  June  more 
50%  of  the  time,  hi  1990  the 

k  opened  at  13  Vi,  rose  above  17 
I  spring,  and  has  since  backed  off. 
)  asner's  advice:  Don't  buy  Fedders 
^  I  it  gets  good  and  cold. 


tm  with  a  fury 

alyst  Gordon  McCoun  of  New 
fork's  Brean  Murray,  Foster  Secu- 
>  is  bullish  on  Furon  Co.  (former- 
aorocarbon  Co.).  Based  in  Laguna 
.el,  Calif.,  $332  million  (sales) 
Q  makes  high-performance  com- 
nts  from  specially  formulated 
:r  compounds,  metals  and  so- 
icated  plastics.  Its  markets  in- 
:  the  chemical  processing,  aero- 
;  and  construction  industries. 
itt:ween  1982  and  1988  Furon's 
increased  from  $91  million  to 
million,  and  net  income  rose 
y  fivefold. 

is  strong  profits  growth  is  why 
i4oun  was  not  deterred  when  in 
1989  Furon  paid  $86  million  to 
re  three  businesses  from  Bundy 
In  the  process,  Furon  raised  its 
'term  debt  from  $66  million  to 
million,  or  nearly  three  times 
holders'  equity.  But  by  the  close 
:al  1990,  ended  Jan.  31,  debt  had 
ly  been  slashed  to  $1 14  million. 
Ill  w  Furon  plans  to  redeem  $25 
g  )n  of  8%  subordinated  convert- 
S   ebentures.  The  debentures  were 
ue  to  be  called  until  2011,  but 
the  stock — recent  o-t-c  price  of 
-trading  well  above  the  conver- 
)rice,  Furon  is  retiring  the  issue 
ly  19.  If  all  th^  debentures  are 
rted,  it  will  further  lower  Fur- 
ebt-equity  ratio,  to  about  1  -to- 1 . 
s  will  also  help  earnings,  hurt 
iar  by  interest  charges.  In  fiscal 
Furon  was  flat,  at  $1.33  a  share 
liluted.  McCoun  estimates  that 
fiscal  year  ending  next  January, 
earn  $1.54,  up  16%. 
Zoun  thinks  there  will  be  a  buy- 
)portunity  after  the  debentures 
lied  in  July.  He  expects  many  of 
rmer  bondholders  to  sell  their 
hares,  which  will  carry  a  much 
yield  than  the  stock  (Furon  cur- 
yields  just  1.4%).  In  his  eam- 
Jtimates,  McCoun  uses  8.8  mil- 
ully   diluted   shares — in   other 
he's  already  accounted  for  the 
lillion-odd  new  shares  that  will 
ling  into  the  market. 
;  t|l2oun  thinks  the  stock  will  go  to 
r  the  next  12  months. 
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Accountant  Rene  Oliver  works  out  of  his  home  so  he  can  be  there 
while  his  daughter  Windy  is  young.  And  he  buys  her  U.S.  Savings  Bonds  for 
when  she  grows  up.  "As  an  accountant  I  know  that  Bonds  are  the  best  way 
to  save  for  Windy's  college,"  he  says.  Today's  Bonds  pay     U5.  savings  bonds 
competitive  rates,  and  now  can  be  completely  tax  free       ^~^^f~^ 
when  used  for  higher  education.  To  find  out  more  about 
the  Great  American  Investment,  call  1-800-US-BONDS. 


A  public  service  ol  this  publiaiion 
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PPORTU 
MILY  SOMETHING  PRICELESS 


Jl  of  us  have  dreamlands.  A  special  place  to  call  our 
own.  Safe.  Unhurried.  Fun,  of  course,  but  much  more.  A 
place  that's  unspoiled,  where  you  and  nature  can  get  it  all 
together. 

Forbes  Inc.,  publisher  of  Forbes  Magazine,  through 
its  incredibly  successful  Colorado  land  subsidiary,  Sangre 
de  Cristo  Ranches,  is  selling  homesites  on  over  12,500  glo 
ous  acres  of  untouched  land  nestled  on  The  Lake  of  the 
Ozarks  in  central  Missouri. 

The  average  lot  size  of  much  of  this  land  is  6  acres,  wit 
minimum  of  3  right  up  to  1 5  acres .  The  price  for  most  of  the; 
lots  is  $7,500*,  and  each  is  divisible  into  at  least  2  lots.  Th 
means  that  purchasers  can  dispose  of  the  added  lot  to  thei  * 
children,  relatives  or  friends.  And:  camping  is  permitted  c 
some  lots!  You  can  purchase  your  homesite  with  9%  finan 
ing  and  monthly  payments  of  only  1  %  of  the  purchase 
price.  It's  an  opportunity  for  all  time,  for  all  seasons. 


Price  subject  to  change  without  notice 


Forbes  Lake  of  the  O^r 

Box    303,  Fort  Garland,  CO  81133 


for 

llltp; 

Without  obligation,  please  send  me  more  informat§"'5ili 
on  Forbes  Lake  of  the  Ozarks. 

PLEASEPRINT  ■{], 


toit 


lulv. 


Name, 


Address- 


|lt( 


City/State/Zip . 


^J«» 


Telephone . 


or  phone  816/438-2801 


ODiain  ine  rropetiv  r<r:oor;  r'.;-j  iirea  Dy  t-  ederal  iaw  ana  read  r  L-eU'^:  iitjnma  dnyiMno  no  i-  eaerai  agency  has  judged  the  merits  or  value,  it  any,  ot  this  property  tqual  Credit 
Opportunity  A  slatemeht  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York,  The  filing  does  not  constitute  approval  of  the  sate  or  lease  oro 
lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  ,  A  copy  of  the  offering  statement  is  available,  upon  request,  tn 
Cristo  Ranches.  NYA88-178 


Flashbacks  mm 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

tventy  years  a^  in  Fobbes 

om  the  issue  of  July  10.  1920) 
2harles  E.  Hughes,  Elihu  Root  and 
her  legal  luminaries  are  fond  of  de- 
'ering  beautiful  orations  on  the 
actity  of  law,  the  brotherhood  of 
m,  and  other  idealistic  subjects.  No 
e  can  quarrel  with  them  for  that, 
t  what  men  do  is  usually  more  im- 
rtant  than  what  they  say.  .  .  .  Mr. 
ighes,  clever  man,  got  the  govem- 
mt's  case  against  William  M.  Wood 
jashed  on  the  ground  that  the  cloth 
ide  by  the  American  Woolen  Co.  is 
t  clothing,  and  that,  therefore,  Mr. 
)od  was  entirely  guiltless  of  any 
inection  with  the  profiteering 
jch  has  been  so  flagrant  in  clothing!" 


idetu  Samuel  M  Vauckiin  uf  lialdu  in 
)motive  Works 


il  le  wage  earner  in  the  works  is 
le  of  the  same  stuff  as  the  salaried 
5loyee  in  the  office.  Office  em- 
zees  everywhere  are  now  granted 
ual  vacations  with  pay.  But  how 
ly  concerns  arrange  annual  vaca- 
s  for  their  wage  earners  with  or 
lout  pay?  .  .  .  Human  nature  being 
t  is,  not  many  of  those  who  per- 
1  more  or  less  monotonous  tasks 
in,  day-out  and  year-in,  year-out 
go  on  doing  good  work  without  a 
ite." 


I 
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ty  years  ago 

n  the  issue  of  July  15.  1930) 
ne  of  the  biggest  corporations  in 
country  are  guilty  of  doing  things 
ulated  to  accentuate  depression 
alarm.    They    are    carrying    re- 
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trenchment  to  extremes.  One  exam- 
ple is  their  wholesale  cancellation  of 
contracts.  This  publication,  in  com- 
mon with  other  business  periodicals, 
has  had  contracts  abrogated  by  corpo- 
rations of  the  first  magnitude.  An  or- 
der is  not  an  order,  apparently,  in 
these  days  when  pessimism  is  given 
unbridled  rein." 

"The  new  half-year  opened  a  little 
more  encouragingly.  Evidences  of 
business  improvement  admittedly  are 
neither  very  tangible  nor  very  impres- 
sive; yet  there  are  growing  indications 
that  the  down-swing  has  reached  its 
nadir  and  that  the  country  has  begun 
to  move,  though  very  timidly,  in  the 
right  direction." 

Fifty  years  ago 

(Irom  the  Uisue  of  July  15.  1940) 
"For  the  first  time  in  half  a  century, 
the  country  faces  a  shortage  of  Ameri- 
can flags.  Months  ago  flag  manufac- 
turers anticipated  the  shortage  in 
view  of  growing  patriotic  fervor,  but 
claim  they  were  unable  to  avert  it 
because  of  the  difficulty  in  training 
workers.  Tlag  making,'  say  they,  're- 
quires highly  skilled  stitchers.'  Some 
American  flags  are  now  being  import- 
ed from  Japan.  Because  they  must  car- 
ry 'Made  in  Japan'  labels,  however, 
most  stores  refuse  to  carry  them." 

Twenty  five  years  ago 

(From  t/)e  bisue  of  July  7  5,  1905 ) 
"So  far,  the  escalation  of  the  war  in 
Vietnam  hasn't  affected  defense 
spending  much.  The  cost  of  fighting 
the  war  has  risen  by  only  a  couple  of 
million  dollars  a  day  since  the  U.S. 


A  G.I  on  patrol  in  Vietnam 


abandoned  the  fiction  that  it  was  in 
the  country  only  to  advise  the  South 
Vietnamese  Army  and  started  pouring 
in  combat  soldiers  and  Marines.  ..." 

"Under  Secretary  of  Commerce  Alan 
Boyd,  President  Johnson's  new  trans- 
portation boss,  has  asked  a  varied 
group  of  companies  to  a  Washington 
meeting  on  the  design  of  equipment 
for  a  high-speed  train  to  be  tested  next 
year  between  Washington,  New  York 
and  Boston." 

Ten  years  ago 

(Frotn  the  Lssue  of  July  ^.  I9ti()) 
"Jimmy  Carter's  April  move  barring 
U.S.  athletes  from  this  summer's  Mos- 
cow Olympics  may  have  reduced  the 
Games  to  an  offstage  noise  for  Ameri- 
cans, but  they  will  still  be  unable  to 


l\)rmcr  Olvnt/iic  chciinfnou  liriicc Jetimr 

escape  them  completely.  Corporate 
sponsors  of  U.S.  Olympians  have  been 
in  the  starting  blocks  for  years  with 
full-scale  tie-in  promotions,  and  many 
are  going  ahead  with  them  anyway. 
General  Mills,  for  example,  has  10 
million  Wheaties  boxes  blazoned  with 
.  .  .  Olympic  star  Bruce  Jenner,  1976 
decathlon  gold  medalist." 

"If  anybody  should  have  nuclear  plant 
neurosis  it's  the  Japanese.  .  .  .  Yet  in 
Japan  today  there  are  16  atomic  ener- 
gy plants  in  operation  and  .  .  .  plans  to 
build  19  more." 
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Patriotism  is  easy  to 
understand  in  America.  It 
means  looking  out  for  yourself 
by  looking  out  for  your  country. 
Caxvin  Coolidge 


I  must  avow  to  your  majesty 
[King  George  III]  I  have  no 
attachment  but  to  my  own 
country. 
John  Adams 


What  makes  a  nation  great 
is  not  primarily  its 
great  men,  but  the  stature 
of  its  innumerable 
mediocre  ones. 
Ortega  y  Gasset 


Patriotism:  Your  conviction 
that  this  country  is  superior 
to  all  other  countries  because 
you  were  bom  in  it. 
George  Bernard  Shaw 


A  real  patriot  is  the  fellow 
who  gets  a  parking  ticket  and 
rejoices  that  the  system  works. 
Bill  Vaughan 


It  is  right  to  prefer  one's 
own  country  to  others,  because 
we  are  children  and  citizens 
before  we  can  be  travellers 
or  philosophers. 
George  Santayana 


You're  not  supposed  to  be  so 
blind  with  patriotism  that  you 
can't  face  reality.  Wrong  is 
wrong,  no  matter  who  does  it 
or  who  says  it. 
Malcolm  X 


I  like  the  Americans  for  a 
great  many  reasons.  I  like  them 
because  even  the  modem  thing 
called  industrialism  has  not 
entirely  destroyed  in  them  the 
very  ancient  thing  called 
democracy.  I  like  them  because 
they  have  a  respect  for  work 
which  really  curbs  the  human 
tendency  to  snobbishness. 
G.K.  Chesterton 


Thoughts 

on  the  Business  of  Life 


After  I'isiting  several  of  America's 
most  "foiJnonahle" playgroimds, 
I  hare  reached  the  conclusion 
tlxit  men  uix)  work  Ixirci  etycn'  life 
most.  The  men  at  such  places  can 
he  divided  into  tuo  classes,  first, 
hiis}'  men  of  affairs . . .  and, 
second,  rich  loafers.  I  was 
impressed  fn'  the  ohrions  ety'oymetit 
corporation  head^  arid  other 
important  e.xecutires  were  deriving 
from  their  vacation  activities.    .  . 
TIk'  idle  rich  fellows,  on  the 
other  Ixtnd,  although  indulging  in 
exactly  the  same  activities, 
palpably  were  bored. 
B.C.  Forbes 


In  the  beginning  of  a  change, 
the  patriot  is  a  scarce  man, 
and  brave,  and  hated  and 
scorned.  When  his  cause 
succeeds,  the  timid  join 
him,  for  then  it  costs 
nothing  to  be  a  patriot. 
Mark  Twain 


Guard  against  the  postures 
of  pretended  patriotism. 
George  Washington 


Patriotism:  The  first  resort 
of  a  scoundrel. 
Ambrose  Bierce 


Abandon  your  animosities  and 
make  your  sons  Americans! 
Robert  E.  Lee 


More  than  9,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  three- 
volume  boxed  set  at  $49.50  ($19.50  per  vol- 
ume if  purchased  separately).  Also  avail- 
able, a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $19.50.  Send  check  and 
order  to:  Forbes  Inc..  60  Fifth  Ave.,  New  York. 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


When  I  am  abroad,  I  always 
make  it  a  rule  never  to 
criticize  or  attack  the 
government  of  my  own  country. 
I  make  up  for  lost  time  when 
I  come  home. 
Winston  Churchill 


When  a  whole  nation  is  roaring 
patriotism  at  the  top  of  its 
voice,  I  am  fain  to  explore  the 
cleanness  of  its  hands  and 
the  purity  of  its  heart. 
Ralph  Waldo  Emerson 


Patriotism  is  a  lively  sense 
of  responsibility.  Nationalism 
is  a  silly  cock  crowing  on 
its  own  dunghill. 
Richard  Aldington 


A  Text . . . 

Let  not  mercy  and  truth 
foresake  thee:  bind  them 
about  thy  neck;  write  them 
upon  the  table  of  thine 
heart:  so  shalt  thou  find 
favour  and  good 
understanding  in  the  sight  o^ 
God  and  man. 
Proverbs  3:3-4 


Sent  in  by  Annabelle  E.  Williams,  Corond 
Del  Mar,  Calif.  What's  your  favorite  text! 
The  Forbes  Scrapbook  of  Thoughts  on  thi 
Business  of  Life  is  presented  to  senders  o| 
texts  used. 


The  politicians  were  talking 
themselves  red,  white  and  blue 
in  the  face. 
Clare  Boothe  Luce 


What  scoundrels  we  would  be 
if  we  did  for  ourselves  what 
we  are  ready  to  do  for  Italy. 
Camillo  di  Cavour 


If  I  added  to  their  pride  of 
America,  I  am  happy. 
Carl  Sandburg 
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bstantial  amount  of  cash, 
-terra  investment  program. 
But  in  the  short-term  you  want  a  handsome  income 
while  your  money  remain^  safe  and  accessifeli^  ,  . . 
TJie  Northern  Advantage  inv^sft|nt  account  is  j3|^^|t 

investment  decision.  'lb  iriMftl  milHon  or  mo^-  ' 
can  Bruce  €allow;  Senior  Vtee^President,  1-800-902.0375; 
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J^hieago,  IL  60675,  Member  FDIC. 
Affiliates  of  the  Bank  are  located  in  Arizona,  California,  Florida,  Illinois  arid  Texas.  Rates  and  services  may  var\'. 
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Who  Covers  Business 
Insurance  From  A  to  Z? 


Zurich- American.  And  we  can  make  a  very  good 
case  for  going  with  the  business  insurance  specialist. 

You  see,  we  commit  the  kind  of  time  and  people  it 
takes  to  really  know  your  business.  So  we  can  provide 
the  right  insurance  for  your  particular  needs.  And  we 
back  it  up  with  financial  stability  you  can  depend  on. 
Stability  that  is  reflected  in  our  "A"  rating  from  A.M. 
Best  and  "AAA"  from  Standard  and  Poor's. 

What's  more,  as  part  of  the  worldwide  Zurich 
Insurance  Group,  with  offices  and  experience  in  over 
100  countries,  we  have  the  insurance  capacity  and  the 
people  to  make  a  world  of  difference  for  you  at  home 
and  abroad. 

So  make  sure  you're  carrying  the  ideal  business 
insurance.  Make  sure  it's  Z-A.  Zurich- American. 

^S.  ZURICH'AA/IERJC  AN 

^^:        INSURANCE  GROUP 

American  Creativity.  Swiss  Dependability. 

Zurich  Insurance  Company  American  Guarantee  and  Liability  Insurance  Company  •  Lxecutive  Offices.  Sctiaumburg.  IL  60 1 96 
A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 
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„  J   ,„  5  year  old  HBS  model  vfhitles  in  the  past  12  n 


The  car  declared  the  most 

durable  in  the  world 

meets  the  car  ranked  the  most 

dependable  in  America. 


Robust  long  life  seems  to  be 
almost  something  bred  into  the 
Mercedes-Benz  genes. 

The  Guinness  Book  of  World 
Records  has  taken  note  of  this 
phenomenon  by  declaring  a  1957 
Mercedes-Benz,  with  1,184,880 
miles  on  the  clock,  "the  world's 
most  durajble  car." 

And  in  a  recent  survey  of 
long-term  vehicle  dependability, 
covering  original  owners'  experi- 
ences with  their  1985  cars,*  J.  D. 
Power  &  Associates  found  — 
surprise!  —  that  Mercedes-Benz 
owners  report  fewer  things  gone 


wrong  than  owners  of  any  other 
cars  in  the  survey. 

Of  course,  the  levelheaded 
engineers  of  Mercedes-Benz 
insist  that  even  phenomena  can 
be  explained  in  rational  terms. 

By     an     H&I)     brain     trust 
twelve  thousand  people  deep,  for 
example.  By  a  bank  of  more  than 
ten  thousand  original  engineer- 
ing patents.  And  by  manufactur- 
ing  tolerances    somewhat    finer 


ENGINEERED  LIKE  NO  OTHER 
CAR  IN  THE  WORLD 


than  the  width  of  a  human  hair. 

locus  these  and  myriad 
other  Mercedes-Benz  engineer- 
ing strengths  on  the  goal  of 
building  the  most  dependable 
and  long-lived  cars  possible,  the 
engineers  say-and  the  rest  will 
logically  follow. 

And  the  rest,  of  course,  is 
automotive  legend. 

If  you  wish  to  follow  up  on 
the  remarkable  dependability 
and  longevity  accomplishments 
of  Mercedes-Benz,  visit  your 
authorized  dealer  soon.  Or  call 
1-800-228-9191  toll  free,  anytime. 


JULY  23,  1990 

VOLUME  146 

NUMBERS 

THE  EDITORIAL  INDEX  OF 

COMPANIES  REFERRED 

TO  IN  THIS  ISSUE  IS 

ON  PAGES  6  AND  7. 

ON  THE  COVER 

121  The  World's  Billionaires 

Per  capita,  West  Germany  has  created 
far  more  billionaires  than  Japan  or  the 
U.S.,  and  with  remarkable  speed. 

41     Airbus  Industrie's  Challenge 
To  Boeing 

By  Howard  Banks 

Created  with  $10  billion  in  govern- 
ment subsidies.  Airbus  now  stands  on 
its  own  two  feet. 

SPECIAL  REPORT  ON 
INTERNATIONAL  BUSINESS 

313  The  Forbes  Foreign  Rankings 

314  The  100  Cheapest  Foreign 
Stocks 

318    The  500  Largest  Foreign 

Companies 
356    The  100  Largest  Foreign 

Investments  in  the  U.S. 
362    The  100  Largest  U.S. 

Multinationals 
366     100  U.S.-Traded  Foreign  Stocks 

Index  to  Foreign  500  on  page 

346. 

COMPANIES 

44    ARA  Group,  Inc. 

By  James  Cook 

A  leveraged  buyout  by  managers  hits 

new  levels  of  prosperity. 


52    The  Up  &  Comers:  J.P.  Everhart 

By  Rita  Kosclkci 

John  Everhart  combined  golf  and  busi- 
ness savvy  to  hit  a  hole  in  one.  Also: 
Lmdal  Cedar  Homes. 

THE  ECONOMY 

36    Too  Early  For  A  Party 

By  Siiscoi  I.ec 

While  we  toast  the  collapse  of  social- 
ism, our  own  economy  needs  help. 

INDUSTRIES 

39     Squeezing  The  Customers 

By  Kiithnn  Hatris 

Movie  ticket  prices  and  Hollywood's 
revenues  are  up.  Why  are  the  national 
theater  chams  doing  poorly? 

INVESTING 

74     The  Money  Men:  "Don't  Bend 
The  Discipline" 

By  Thonuis  Jaffe 

Why  being  a  "value"  investor  isn't  so 

easy.  Also:  Regional  bank  stocks. 

388  Streetwalker 

Junk  bonds;  Nike;  Eastman  Kodak; 
Whittaker. 

TAXING  MATTERS 

66    A  Little  Too  Creative 

By  Laura  Saunders 

Can  you  depreciate  a  recipe  for  pizza 
crust?  Corporate  acquisitors  are  try- 
ing. The  IRS  is  not  amused. 


REGIONS 


88     Trading  Time  For  Housing 

By  I'.lkni  I'aris 

Why  live  on  the  San  Andreas  fault  and 
commute   four   hours   a   day?    Also: 
•  Denver's  new  economy. 

113  Drought! 

By  Marc  Beauchamp 
Environmentalism    in    California    is 
starting  to  hit  voters  where  it  hurts. 


88  For  serious  commuters  only 


"i 


af  ^j^'^ 


FORBES,  JULY  23,  1990 


276  A  $13  billion  market  h\'  2000' 


ON  THE  DOCKET 

96    Ya  Shouldn't  A  Let  Me  Do  It 

By  James  Lyons 

You  tell  your  broker  to  buy  a  high- 
flying stock  for  you.  The  stock  bombs. 
Sue  the  broker. 

CAREERS 

273  Boot  Camp  For  Bankers 

By  Seth  Lubove 

If  you  want  to  run  a  bank  some  day, 

try  working  at  Wells  Fargo. 


j    284  The  secret  of  Damascus  steel 


292  Down  to  the  sea  in  glorious  wooden  boats 


COMPUTERS/COBOiUNlCATroNS 

276  The  New,  Improved  Color 
Computer 

By  Andrew  Tanzer 

The  Japanese  walk  away  with  yet  an- 
other technology  invented  in  the  U.S. 

281  Talk  To  Your  Computer 

By  Julie  Pitta 

Software  publisher  Symantec  Corp. 
mixes  creativity  and  pragmatism. 
Also:  Commentary  by  Esther  Dyson. 

SCIENCE  &  TECHNOLOGY 

284  Swords  Into  Plowshares 

By  James  R  Nommn 
Can  government  defense  labs  com- 
mercialize their  work?  It  won't  be 
easy.  Oleg  Sherby  is  trying  in  high- 
performance  steels.  Also;  Commen- 
tary by  Michael  Gianturco. 

PERSONAL  AFFAIRS 

292  And  All  The  Boards  Did  Shrink 

By  Edward  U  Baker 
Are  wooden  yachts  dead?  Not  as  long 
as  there  are  hands  to  craft  them  and 
money  to  pay  for  them.  Also:  Car  art. 

MARKETING 

81     Swimsuits,  Yes;  Perfumes,  No 

By  Joel  Millman 

Flow  a  sweaty,  macho  trademark  for 

boxers  became  a  retail  knockout. 


DEPARTMENTS 


8 

Side  Lines 

10 
12 

Follow-Through 
The  Informer 

16 
19 

Readers  Say 

Fact  and  Comment 

24 

Other  Comments 

27 
391 

Commentary 
Flashbacks 

392 

Thoughts 

COLUMmSTS 


98  Michael  Novak 
282  Esther  Dyson 
290  Michael  Gianturco 

375  Ben  Weberman 

376  David  Drcman 
378  Ann  C.  Brown 
380  Kenneth  L.  Fisher 

382  Mark  Hulbert 

383  Charles  E.  Babin 


MONEY  &  INVESTMENTS 

31  What's  Ahead  For  Business 

32  The  Forbes  Index 

371  The  Forbes  Wall  Street  Review 

372  Industry  Review 

FACES  BEHIND  THE  HGURES 

300  Carl  Icahn, 

IWA 
300  Richard  Sallis, 

Playmates  Holdings 
302  Vern  Rabum, 

Thomas  Byers,  Dottie  Hall, 

Daniel  Bricklin,  Mitch  Stein 

Slate  Corp. 


July  23,  1990  Volume  146  Number  2  Forbes  (ISSN  0015  6914)  is  published  biweekly  except  weekly  dunng  two  weeks  in  October,  by  Forbes  Inc.,  60  Fifth  Ave.,  New 
York,  NY.  1001 1.  Second-class  postage  paid  at  New  York,  NY.  and  at  additional  mailmg  offices.  Canadian  second-class  postage  paid,  permit  number  9490  Subscnption  $48  a 
year,  U.S.A.  Postmaster:  Send  address  changes  to  Forbes,  60  Fifth  Ave  ,  New  York,  NY  1001 1.  Copyright  ©  1990  Forbes  Inc.  Title  is  protected  through  a  trademark  registration  in 
the  U.S.  Patent  Office. 


Cover  illu5lralion  b\-  A  Chrislie.  R.  Kas&'Forhes,  cover  photos  by  Kyodo  (left  and  F  Keglain/Oiimma.Lia 


FORBES,  JULY  23,  1990 


Companies  in  This  Issue 


INDEX  OF  COMPANIES  COVERED  IN  NEWS  STORIES  AND  BT  THE  COLUHNISTS  IN  THIS  ISSUE. 
EACH  REFERENCE  IS  TO  THE  FIRST  PAGE  OF  THE  STORT  IN  WHICH  THE  COMPANY  NAME  APPEARS. 


AARP  Insured 375 

Abeking  &  Rasmussen  292 

Acadia  Partners  388 

Aetna  Lite  &  Casualty 52 

Agihty  Systems 282 

Aion  282 

Airbus  Industrie  41 

Airlirw  Htuincutl  Xeus 300 

All  Nippon  Airways 41 

AMC  Entertainment 39 

America  West  300 

Amencan  Brands 74 

American  Express  92 

American  Motors  24 

AmeriTrust 273 

Ames  Department  Stores  81 

AMR  41 

Anderson-Barrows  Metals  88 

Apple  Computer 282,  302 

ARA  Group 44 

ASEA  AB 356 

Asea  Brown  Boveri  338,  356 

Ashton-Tate  281 

AT&T  92,  273,  371 

AWouvek 298 

Aerospatiale 41 

B 

BAT  Industries  356 

Bank  of  Montreal  322 

Bank  of  New  York  366 

BankAmerica  273 

Bauer  Group  13 

BBC  Brown  Boveri 356 

Bertelsmann  121,  318 

Bethlehem  Steel  284 

BGS  Systems  290 

Bio  Mcdicus 290 

Blair 376 

Blanc  Communications  298 

Blunt,  Elhs  &  Loewi  „ 375 

Boeing  41,  389 

Borden  10 

Bosch  Group  318 

British  Aerospace  41 

British  Airways  41 

British  Telecommunications 366 

Browning- Ferris  74 

c 

Calmat  74 

Campbell  Soup  10,  378 

Campeau  (Bloomingdale's)  81 

Campeau  (Federated  Department 

Stores) 74 

Capital  Guaranty  Insurance  375 

Capital  Wholesale  Electric  96 

Cargill  284 

Carmike  Cinemas  39 

CASA  41 

Caterpillar  284,  371 

CBS  13 

Chrysler  391 


Chubb  52 

Cincplex  Odeon  39 

Citicorp 8,  366,  375 

Citizens  &  Southern 66 

Coca-Cola  44,  74 

Coca-Cola  Enterprises 74 

Columbia  Savings  &  Loan 388 

Coiritrwnutn'  98 

Compaq  Computer  276 

Computer  Associates 

International  282,  372 

Concordia  292 

Consultants  International  Group 31 

CoreStates  Financial  78 

Crocker  National  Bank 273 

Crown  Central  Petroleum 74 

Cruttenden  389 

Credit  Suisse  375 

D 

Daimler-Benz  8,   41 

Delphi  Management  74 

Delta  Air  Lines 41 

Deutsche  Bank  74 

Digital  Equipment  52 

Digital  Research 302 

Dillon,  Read  12,  300 

Walt  Disney 39,  300 

DSC : 290 

DST  Systems  290 

E 

Eaco 17 

Easco  383 

Eastman  Kodak  383 

ECI  Telecom 290 

Emcon  290 

Envirowastc  Industries  12 

Equifax  378 

Equitable  Life  388 

IP  Everhart  52 

Everlast  Sports  Manufacturing 81 

Exar  290 

Exxon  362 

F 

Famtly  Ctrcte  13 

Family  Dollar  380 

Fibronics  International  290 

Financial  Guaranty  375 

Firemans  Fund 52 

First  Bank  System 

of  Minneapolis 273 

First  Boston  388 

First  Executive  12 

First  Fidelity  Bancorp 78 

First  Interstate  Bancorp  78 

First  Wachovia  78 

'f'orhes  voti  Bunia  121 

Ford  Motor 8,  276,  362 

G 

Gabelli  Asset  Fund 74 

Gabelli  Equity  Trust  74 


GE  276,  362 

GE  INBCI  383 

Gemini  II  74 

General  Cinema  39 

General  Mills  10 

General  Motors  8,  27,  284,  318 

338,  362,  391 

Georgia  Gulf 290 

Gcrson  &  Gerson  81 

Goldman,  Sachs  338 

Goldsmith/leffrcy  Agency  81 

(i(><n/  H(>UM'kCiplH}>  13 

Grand  Metropolitan  356 

Groupe  Bruxelles  Lambert 356 

Gruss  Partners 389 

H 

Hachettc  13 

Hafslund  Nycomed  74 

lohn  Hancock  Financial  Services 273 

Hercules  Industries  92 

Herman's  Sporting  Goods 81 

Hewlett-Packard  276 

Hitachi  276 

Hoffmann-LaRoche 276 

Honda  314 

I 

IBM  276,  282 

Imasco 356 

Inco  '. 284 

Indian  Airlines  41 

International  Process  Systems  12 

International  Technology  290 

International  Thomson  |CDA 

Investment  Technologies! 74 

lnn'slor's  Daily  12 

IPS  '. 12 

Ito-Yokado  318 

IWG 121 

J 

l&L  284 

[acobs  Suchard 10,  378 

K 

K  mart  81 

Kaufman  &  Broad 88 

Kawasaki  Steel  284 

Kaye,  Scholer 12 

Keefe,  Bruyette  &.  Woods  78 

Kellogg  378 

KeyCorp  376 

Kidder,  Peabody 12,  388 

Kimball  International  376 

Kimberly-Clark  378 

Kohlberg  Kravis  Roberts  12 

Krupp  Group 318 

L 

Ladish  284 

Lafarge 74 

L.A.  Gear  '. 388 


Forbes  does  not  supply  back  issues  or  copies  of  individual  articles.  Requests  for  permission  to  reprint  should  be  sent  to  the  Permissions  and  Reprints  Department  at  Forbes.  Forbes 
is  indexed  in  major  periodical  indexes  and  can  be  located  in  bound  copy  or  microform  in  major  libraries.  The  full  text  is  available  electronically  on  major  database  systems. 
Where  necessary,  permission  is  granted  by  the  copyright  owner  for  those  registered  with  the  Copyright  Clearance  Center  (CCC)  27  Congress  St.,  Salem,  Mass.  01970  to  photocopy 
articles  owned  by  Forbes  for  a  flat  fee  of  $1.50  per  copy  per  article.  Send  payment  to  the  CCC  stating  the  ISSN  |00I5  6914|,  volume  and  first  and  last  page  number  of  each  article 
copied.  Copying  for  other  than  personal  use  or  internal  reference,  or  of  articles  or  columns  not  owned  by  Forbes  without  express  permission  of  Forbes  or  the  copyright  owner  is 
expressly  prohibited. 


FORBES,  JULY  23,  1990 


Landor  Associates  

Lazard  Freres  

Lcaseway  Transportation 

Levi  Strauss  

Limited  

Lindal  Cedar  Homes  

Litton  Industries  

Lloyd's  of  London 

Liickheed  

Liiews  

Lotus  Development  

Lynch,  [ones  &  Ryan  


81 

12 

388 

74 

74 

60 

74 

52 

41,   74,   88 

74 

302,  372 

314,  318,  366 


M 


Macfadden  Holdings  13 

R.H.  Macy 81 

Manpower 17 

Marcus  39 

Matsushita 276 

Matuschka  Croup  121 

May  Department  Stores  (Lord  &  Taylor) 92 

MCA  (Universal  Pictures)  39 

McDonalds  362 

IMcDonnell  Douglas 41 

Mellon  Bank  78 

Mer/Jers  &  AajitLsitions  356 

Meridian  Bancorp 376 

Merrill  Lynch  74,  362 

Microsoft  282,  302,  372 

Midland  Bank  (Britain) 273 

Mikasa  298 

Mirimar  Resources 388 

Mobil  Oil  314 

IP  Morgan  366 

Morgan  Stanley  Group 314,  318 

UF/'Reiieu    382 

Municipal  Bond  Investors  Assurance  375 

Murdock  284 

Mutual  Series  Funds  74 


N 


Nantucket  Yachts  292 

National  Amusements  39 

Nautor  292 

NBD  Bancorp 78 

NEC 276 

Neiman  Marcus  92 

Nestle  1 10 

Nevins  292 

V«;  RcinMic  98 

Newark  Morning  Ledger 66 

Newmont  Mining  92 

Nike  388 

Nikon 10 

Nippon  Yakin  284 

Nissan  Motor  8,  52 

iNordstrom  81,  92 

Northrop  88 

W.W.  Norton  382 

Novel  372 


o 


Ogilvy  Group  ... 
William  O'Neil 
Optical  Shields  . 


..  74 
..  74 
276 


OTClmighl  382 

Ovonic  Imaging  Systems  276 

P 

Paramount  Communications 39,   74 

Paramount  Communications  (Gulf 

&  Western)  391 

Payless  Cashways  74 

IC.  Penney  88 

PepsiCo 10,  44 

PcrkinElmer  10 

Peugeot  Group 314 

Phihp  Moms  10,  378 

Playmates  Holdings  300 

Procter  &  Gamble  273 

Polaroid 388 

Prudential  Insurance 318 

Q 

Qantas 41 

Quaker  Oats  10,  378 

R 

Renaissance  Yachts 292 

Renault  318,  338 

Republic  Steel  284 

Reynolds  Metals 96 

R|R  Holdings  12,  44,   74 

Rowc  Pricc-Flcming 336 

s 

Saab-Scania  338 

Saks  Filth  Avenue  92 

Salomon 74 

Sandoz  Croup  340 

Siktiiifk American  276 

Scimcd  290 

Seagate  Technology  380 

Seagram  74 

Sears,  Roebuck  66,  88 

Security  Pacific 

National  Bank , 273 

Sharp  276 

Shawmut  National 78 

Shearson  Lehman 

Hutton 66,  96 

Silicon  Valley  Group 10,  290 

Skywest  Airlines  88 

Slate  302 

SmithKline  Beecham  356 

Sony  276,  356 

Sotheby's  Holdings  298 

Sparkman  &  Stephens  292 

.S";  lj}ins  I'dsi  DLsfuiuh 24 

St  Nazaire  Shipbuilding  Works  391 

St  Pftn^hiirf^  Ittfus 24 

Standard  Microsystems  290 

Stanford  Resources 276 

Statoil  318 

Stovall/Twenty-First  Advisers  371 

Sumitomo  318 

Summcorp  78 

Sun  Microsystems 282 

SunTrust  Banks .• 78 


Swiss  Bank 340 

Symantec  281,  302 

Syufy  Enterprises  39 

T 

Telescan 290 

Tengelmann  Group 318 

Texaco  300 

Texas  Instruments  276 

Texas  Turnpike  bonds  375 

3Com  290 

Tiffany  16,  81,  378 

Time  Warner  39,   74 

Times  Mirror 74,  298 

Toshiba  276 

Toy  "R"  Us 74 

Toyota 8,   17,  314 

TWA  300 

U 

US.  Cellular 74 

IS  .\iii-.  (- World  Keporl  20 

US  Shoe  380 

U.S.  West  New  Vector  74 

U.S.A.  Classic 81 

UAL  41 

Unilever 10 

United  Artists 

Entertainment  39 

United  Asset  Management 66 

V 

Valley  National  (Ariz  )  ,  273 

Value  Line  Investment 

Survey    382 

Van  Kanipen  Merritt's  Insured 

Municipal  Income  Trust  375 

Vendex  International  Group 318 

Vickers  |Rolls-Roycc 

Motor  Cars)  81 

VLSI  Research  * 10 

Volkswagen  314 

Volvo 314,  338 

w 

Wal-Mart  74,  88 

Wtill  \trefi  Joiinuil  383 

Waste  Management  74 

Watt  Enterprises 88 

WAZ  121 

Wcllman  292 

Wells  Fargo  273 

Wustmghouse 276 

Whittaker 389 

Windsor  Fund  74 

Vl<x)ileii  Hixil  292 

X 

Xerox 74 

z 

Zuvig  Forecasi  382 


=ORBES,  JULY  23,  1990 


Forbes 


Side  Lines 


Editor 

Iames  W.  Michaels 


Managing  Editor 

Lawrence  Minard 


Assistant  Managing  Editors 
William  Baldwin,  |ean  A  Briggs,  Edwin  A.  Finn  Jr.,  Steve  Lawrence 
Executive  Editor:  lames  Cook 
Art  Director:  Everett  Halvorsen 

Senior  Editors:  Marcia  Berss,  Peter  Bnmelow,  Subrata  N  Chakravarty, 
Wdliam  G   Flanagan,  [erry  Flint,  Ruth  M.  Gruenbere,  Lisa  Gubcrmck, 
Thomas  laife,  Steve  Kichen,  Marlene  Mandel,  Gretcnen  Morgenson, 
lames  R  Norman,  Howard  Rudmtsky,  Laura  Saunders,  Harold  Seneker, 
Gary  Slutsker,  Richard  L.  Stem 

Contributing  Editors:  Norm  Alster,  Phyllis  Bcrman,  Esther  Dyson,  George  Gddcr, 
Susan  Lee,  Richard  C  Morais,  Richard  Phalon,  Dero  A  Saunders, 
Ben  Webcrman 

Associate  Editors:  David  Churbuck,  Betty  Franklin, 
|ohn  R   Hayes,  Alyssa  A   Lappen,  Dolores  A.  Lataniotis,  loshua  Levine, 
Dana  Wechsler  Linden,  lame  Lyons,  Dyan  Machan,  Fleming  Meeks, 
Peter  Newcomb,  Tatiana  Pouschine,  Matthew  Schifnn  |ason  Zweig 
Staff  Writers:  Christie  Brown,  Patrice  Duggan,  Michael  Fntz, 
Edward  Giltenan,   Rita  Koselka,  Suzatme  Locffelholz,  Seth  Lubove,  Eric 
Schmuckler,  Ruth  Simon 

Reporters:  Kathenne  Weisman,  Deputy  Chief;  Reed  Abclson,  Thomas 
Bancroft,  Graham  Button,  Ignatius  Chithelen  Vicki  Contavespi, 
|ohn  DeMatteo,  Carolyn  Torccllini  Geer,  Philip  Glouchevitch,  Mary  Beth 
Grover  William  Heuslein,  Nikhil  Hutheesing,  Roula  Khalaf, 
Paul  Klcbnikov,  Manieet  Kripalani,  Spyros  Manolatos,  Evan  McGlinn, 
|oel  Millman,  Christopher  Palmeri,  Zina  Sawaya,  Leslie  Spencer,  David  Stix, 
Wendy  Tanaka,  Merrill  Vaughn,  Katarzyna  Wandycz 
Washington  Bureau:  Howard  Banks,  Manager,  |anet  Novack, 
lames  Drummond,  Cnstina  von  Zeppelin    West  Coast:  Marc  Beauchamp, 
Manager,  Kathleen  K  Wicgner,  lohn  H  Taylor,  Ellen  Pans,  Ralph  King  |r , 
lulie  Pitta,  Kathryn  Hams.  Southwest:  William  P   Barrett,  Manager,  Tom 
Mack,  Claire  Poole    Midwest:  Steve  Weiner,   Manager;   Rick  Reiff,  lohn 
Hams  Europe:  lohn  Marcom  |r ,  Manager,  Peter  Fuhrman 
Pacific:  Andrew  Tanzer,  Manager,  Gale  Eisenstodt,  Hiroko  Katayama 
Columnists:  Ashby  Bladen,  Ann  C  Brown,  David  Drcman, 
Kenneth  L  Fisher,  Mark  Hulbert,  Michael  Novak 

Art  Department:  Roger  Zapke,  Deputy  Art  Director,  Ronda  Kass,  Robert 
Mansfield,  Andrew  Christie,  Associate  Art  Directors,  Alexandra  Gregson, 
Lauren  Stockbower,  Meredith  Nicholson,  Photo  Editors; 
Christine  Carey  Photo  Rcscirth,  Sharon  Hams,  Traffic 
Statistics:  Donald  E   Popp,  Editor,  Ann  C  Anderson,  Senior  Editor, 
Carsten  M  Thode,  Editorial  Programmer;  Charles  M  Bartlett  |r , 
lohn  Chamberlain,  Susan  Chin,  Scott  DeCarlo,  Timothy  Dodman, 
Eric  S   Hardy,  Eileen  Henderson,  Gustavo  Lombo,  Tina  Russo  McCarthy 
Warren  Midgett  Steven  Ramos,  Mitchel  Rand,  Dukhee  Son,  Gilbert  Steedley 
Copy  Desk:  Dolores  Aksel,  Deputy  Chief;  Edward  Baker,  Deborah 
MarKson-Katz,  Hugo  Moreno,  Cilda  Roberts,  Peter  Slatin,  Barbara  Souza 
Proofreaders:  Dolores  Guilhot,  Chief,  Arthur  Abramowitz,  Deputy, 
David  I  Fleischmann,  Susan  R.  Goldberg,  lames  Neu 
Director  of  Information  Services:  Anne  P  Mintz 
Information  Center:  Adele  Bendes,  Cynthia  Crystal,  Clanta  lones, 
Brenda  T  Ling,  Naomi  Prall,  Irene  Richards,  Information  Specialists; 
Diane  Bolles,  Lawrence  Camngton,  Luis  Collazo  |r  ,  Queenie  Flake, 
Gerod  lohnson,  Vanessa  Lewis,  Staff 

Director  of  Manufacturing  and  Production:  lohn  |.  Romeo; 
Robert  M   Roscngarten,  Edward  B  Morgan,  Peter  I  Pallans;  Donald  Althoff, 
Peter  Althoff,  Robert  E  Crawford,  loscph  De  Gray,  Linda  Byron 
Advertising  Services  Manager:  Patricia  Deckelnick;  lane  Ramp 
Director  of  Photocomposition:  lames  Cianelli;  Mark  Decker,  Arthur  Petz  111, 
Richard  Nobile,  Bill  Basham,  Paul  Caruso,  Timothy  |  Hailand,  Ian  Hersey 
Director  of  Editorial  Iniormation:  Raymond  F.  Healey  |r. 

President  and  Editor-in-Chief 

Malcolm  S.  Forbes  Jr. 

Publisher 

Caspar  W.  Weinberger 

Vice  Cliainnen 

Christopher  Forbes        Iames  J.  Dunn 


Executive  Vice  President 

Leonard  H.  Yablon 


Vice  President-Advertising  and  Promotion:  Stephen  G.  Nicoll 

Vice  President-Administration:  Scott  R.  Yablon 

Vice  President-Treasurer:  loel  B  Redler 

Associate  Publisher:  leffrey  M.  Cuimingham 

Director  of  Corporate  Communications:  Wm.  Donald  Garson 

Director  of  Circulation:  John  M  Thornton 

Director  of  Data  Processing:  loseph  J.  De  Marte 

Director  of  Market  Development:  Bruce  H.  Rogers 

Advertising  Representatives: 

New  York:  Donald  W.  MacDonald,  Eastern  Manager; 

George  C.  Clissold,  Consumer  Adv.  Manager; 

G  Croft  Henry,  Financial  Adv  Manager; 

Thomas  G   Petersen,  Russell  Cherami,  [oseph  A.  Gutherz,  Michael 

McCormack,  David  ].  Forgione,  Evelyn  Mitchell,  Hunter  G.  Millmgton; 

Arnold  |.  Prives,  Director,  Special  Projects;  Susan  D.  Toscani,  Associate 

Director,  Special  Projects;  Carla  M  Frazier;  lames  W.  LaCtrignola,  Director, 

Intl.  Adv.,  Latin  America,  Korea,  the  Philippines 

Boston:  Nick  Carter,  Manager.  Atlanu:  John  H   Reock,  Manager. 

Chicago:  |ames  H.  Mallon,  Midwest  Manager;  William  |.  Powers  Jr.,  David 

C.  Nordhoff   Philadelphia:  Patrick  Dignan,  Manager.  Dallas:  Fred  FI. 

Wellington,  Manager   Detroit:  Don  Dane,  Manager;  Kevin  M.  Hohman. 

Los  Angeles:  William  I.  Flatley,  Western  Manager;  Enc  Rucker. 

San  Francisco:  Ward  |.  FLick,  Manager.  London:  Peter  M   Schoff,  Director, 

Intl.  Adv.,  Europe  and  Africa;  Roy  Finchett  Tokyo:  Hirowo  Itow,  Manager; 

Katsuharu  Fujita.  Hong  Kong:  Jane  G.  Flowers,  Director,  Intl.  Adv., 

Southeast  Asia 

Aimual  Reports:  Sarah  Madison,  Virginia  Carroll 

Classified:  Lmda  Loren 

PAID  CIRCULATION  OVER  735,000 

FOUNDED  IN  1917 

B.C.  FORBES,  EDITOR-IN-CHIEF  (1917-1954) 

MALCOLM  S.  FORBES,  EDITOR-IN-CHIEF  (1954-1990) 


We  are  not  alone 

If  there  are  still  people  who  think  U.S.  industry  reigns  supreme 
in  the  woM,  the  merest  glance  at  the  contents  of  this  issue  will 
disabuse  them  of  this  outdated  innocence.  Of  the  world's  ten 
biggest  banks,  only  one  is  American:  Citicorp.  The  U.S.  has  the 
two  biggest  automakers,  gm  and  Ford,  but  the  next  three  are 
foreign:  Toyota,  Daimler-Benz  and  Nissan.  Only  in  computers 
and  aircraft  docs  the  U.S.  still  lead  in  size. 

To  give  readers  a  sense  of  how  powerful  many  foreign-based 
multinationals  have  "become,  our  statisticians  have  prepared 
what  we  call  our  international  Super  50.  These  are  the  compa- 
nies that  score  as  biggest  by  a  blended  yardstick  of  sales,  profits, 
assets  and  market  value.  Each  of  these  companies  is  a  major 
global  presence,  capable  of  competing  with  the  biggest  U.S. 
corporations.  Of  the  top  50,  27  are  Japanese,  8  are  German,  6 
British.  Here  are  the  Super  50: 


Royal  Dutch/Shell  Group 

Elf  Aquitaine  Group 

Sumitomo  Bank  Ltd 

Mitsubishi  Corp 

Dai-lchi  Kangyo  Bank  Ltd 

Bank  of  Tokyo  Ltd 

Sanwa  Bank  Ltd 

Mitsubishi  Trust  &  Banking  Corp 

Nippon  Telegraph  &  Telephone  Corp 

Suez  Group 

Fuji  Bank  Ltd 

Sumitomo  Trust  &  Banking  Co  Ltd 

Mitsubishi  Bank  Ltd 

B.A.T  Industries  Pic 

Toyota  Motor  Corp 

Sony  Corp 

British  Petroleum  Co  Pic 

Nippon  Steel  Corp 

Hitachi  Ltd 

Long-Term  Credit  Bank  of  Japan  Ltd 

Matsushita  Electric  Industrial  Co 

Imperial  Chemical  Industries  Pic 

Industrial  Bank  of  Japan  Ltd 

NEC  Corp 

Daimler-Benz  Group 

Cie  Generale  d'Electricite 

Fiat  Group 

Bayer  Group 

Mitsui  Taiyo  Kobe  Bank  Ltd 

Nomura  Securities  Co  Ltd 

Deutsche  Bank  Group 

Mitsui  Trust  &  Banking  Co  Ltd 

British  Telecommunications  Pic 

British  Gas  Pic 

Nissan  Motor  Co  Ltd 

Volkswagen  Group 

Tokyo  Electric  Power  Co 

BASF  Group 

Toshiba  Corp 

Asea  Brown  Boveri  Group 

Barclays  Pic 

BCE  Inc 

Siemens  Group 

Hoechst  Group 

Nestle 

VEBA  Group 

Unilever 

Kansai  Electric  Power  Co 

Tokai  Bank  Ltd 

Fujitsu  Ltd 

None  of  this  means  that  the  U.S.  is  getting  poorer.  A  foreign 
business  operating  here  creates  jobs  and  products  and  technol- 
ogy just  as  a  U.S.  company  does  operating  abroad.  We  are  not 
getting  less  pie,  but  other  folks  are  getting  thick  slices,  too. 

So,  too,  with  personal  wealth.  In  this  issue  Forbes  identifies 
271  people  and  families  with  wealth  in  excess  of  SI  billion. 
Ninety-nine  are  from  the  U.S.  With  just  one-half  our  popula- 
tion, Japan  counts  40;  smaller  West  Germany,  38. 

The  impressive  information-gathering  for  this  international 
issue  was  performed  by  Harry  Seneker,  our  resident  expert  on 
wealth,  and  his  able  reporters.  The  statistical  work  was  super- 
vised by  Senior  Editor  Ann  C.  Anderson. 

(---^Editor 
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15  ties  an  hour  isn't 
exactly  mass  production. 


but  then,  we're  tcdking  handsewn  ties- 
the  only  kind  Lands'  End  sells. 


There's  this  quiet  little  place  down 
in  New  Orleans,  where 
everybody's  busy,  but  nobody 
hurries,  and  the  sound  of  machinery 
doesn't  set  your  teeth  on  edge.  (Oh, 
now  and  then,  the  sisss  of  an  iron 
pressing  cloth  might  get  your  attention, 
but  that's  about  it,  really.) 

It's  the  home  of  a  wonderful  little 
handsewn  tie  company  precisely  suited 
to  our  homespun  heart. 

Here  gifted  needleworkers  make 
the  most  of  finely  woven  fabrics 
entrusted  to  their  care  from  around  the 
world.  Fine  natural  fiber  fabrics  from 
Scotland,  Italy,  China,  wherever. 
In  Spring,  they're  likely  to  be  cottons, 
silks,  and  linens.  In  Fall,  the  mix 
accommodates  wools. 

Once  in  house, 
patience  works  magic. 

These  elegant  fabrics  are  carefully  cut 
on  the  bias  for  maximum  resiliency. 
Tailors  with  a  good  eye  and  sensitive 
hands  mate  them  to  fine  brushed 
interlinings.  Handpressing  assures 
edges  with  that  unmistakably  proper 
roll.  Then  the  ties  are  slip-stitched  by 
hand,  and  even  hand-bartacked  at  both 
the  wide  and  narrow  ends.  This  allows 
the  tie  to  "give"  so  it  drapes  more 
naturally,  and  holds  its  shape. 

And  note  this,  please:  the  "keepers" 
on  which  we're  proud  to  put  our  name  are 
firmly  stitched  on — at  all  four  comers - 


so  they  don't  pull  loose  from  the  back 
of  the  tie  after  the  second  wearing. 

Isn't  it  time  you  met 
our  handsewn  ties? 

From  the  Crescent  City  to  Dodgeville, 
Wisconsin,  these  marvelous  handsewn 
ties  arrive  in  a  Mardi  Gras  parade  of 
styles  and  colors.  We  feature  them  in 
our  catalogs  at  prices  unheard  of 
anywhere.  And  men  in  the  know  are 
buying  them — literally — by  the  dozens. 
(We  even  offer  most  of  our  styles  in  both 
Regular  and  Long,  to  accommodate  the 
more  generously-sized  of  you. ) 

All  handsewn,  of  course.  And  all 
GUARANTEED.  PERIOD.' Like 
every  other  item  in  our  catalog.  Surely 
you  must  at  least  see  them,  which  you 
can  do  simply  by  calling  us  toll-free  at 
1-800-356-4444.  Or,  by  sending  us  the 
coupon  below. 

Then,  catalog  in  hand,  you  can  also 
scan  our  array  of  dress  clothing  to  wear 
with  your  freshly-minted  handsewn  tie 
wardrobe.  And  shop  our  assortment  of 
colorful  casual  clothing  and  soft  luggage. 


too.  All  down  to  earth  values  because 
we  do  business  directly,  bypassing 
middlemen. 

Let  us  hear  from  you,  by  phone  or 
by  mail.  Not  just  so  we  can  sell  you  a 
tie.  But  so  we  can  start  building  the  ties 
that  add  up  to  a  permanent  relationship. 


Please  send  free  catalog. 

Lands'  End    Dept.  H-41 
Dodgeville,  WI  53595 

Name 


Address . 


City. 


State . 

n 


.Zip. 


Please  send  information  about 
your  new  international  service. 

WVite  or  call  toll-free: 

1-800-356-4444 


^1990,  Lands' End,  Inc. 


Follow-Through 


Edited  by  Edward  Giltenan 


First  course? 

Is  Hamish  Maxwell  still  hungry? 
The  acquisitive  Philip  Morris 
chairman  last  month  swallowed  80% 
of  Jacobs  Suchard,  the  Swiss  maker  of 
well-known  European  brands  such  as 
Toblerone  chocolates  and  Jacobs  Cafe 
coffee.  The  $3.8  billion  deal  makes 


The  insatiable  Hamish  Maxwell  '^'  "*""*"" 

Philip  Morris  the  third-largest  food 
company  in  Europe,  behind  Nestle 
and  Unilever. 

Apparently  the  deal  was  conceived 
and  consummated  in  near-record 
time.  Just  three  months  ago  Maxwell 
told  Forbes  that  Europe  looked  appe- 
tizing, but  the  menu  offered  only  nib- 
bles. All  the  large  companies  that  we 
listed  as  possible  Philip  Morris  acqui- 
sitions were  U.S. -based.  "We  were 
surprised  as  well,"  says  Michael 
Miles,  chairman  of  Philip  Morris' 
Kraft  General  Foods  operation.  "It 
was  just  one  of  those  opportunistic 
things." 

It  is  unlikely  that  Suchard  has  sated 
Maxwell's  appetite.  Today  Philip 
Morris  still  has  the  ability  to  take  on 
as  much  as  $13.5  billion  in  additional 
debt.  Says  Miles,  "We  are  as  prepared 
now  to  capitalize  on  an  opportunity  as 
we  were  before." 

Keep  an  eye  on  the  previous  acqui- 
sition list:  Borden's,  with  a  market 
value  of  $5.2  billion;  Campbell  Soup, 
$7.5  billion;  General  Mills,  $7.1  bil- 
lion; Quaker  Oats,  $3.6  billion.  Even- 
tually even  PepsiCo,  at  $20  billion, 
could  be  a  takeover  target. 

One  that  didnt  get  away 

It  looks  like  the  sweetest  deal  in 
Silicon  Valley.  A  little-known  out- 
fit in  San  Jose  called  the  Silicon  Valley 
Group  has  bought  two-thirds  of  Per- 


kin-Elmer's  prized  optical  lithography 
division  for  a  mere  $28  million.  That 
seems  like  a  bargain  price,  consider- 
ing the  division  last  year  had  $100 
million  in  sales. 

Why  is  the  Perkin-Elmer  division 
so  special?  It  is  the  only  U.S.  opera- 
tion that  makes  Micrascan — the  cru- 
cially important  machines  that  pro- 
ject images  onto  silicon  wafers,  a  key 
step  in  making  microchips  for  every- 
thing from  autos  to  toasters  to  space 
shuttle  gear.  The  division  was  long 
rumored  to  be  a  target  of  Nikon,  Ja- 
pan's optical  giant.  Says  Dan  Hutche- 
son,  president  of  the  market  research 
firm  VLSI  Research;  "Micrascan  is  the 
key  to  controlling  the  chip  industry 
into  the  next  decade." 

The  new  ownership  will  come  as  a 
relief  to  those  who  worry  about  the 
U.S.'  future  in  semiconductors.  As 
Forbes  reported  last  January,  there 
was  a  depressing  dearth  of  American 
bidders  for  the  Micrascan  unit,  which 
looked  sure  to  end  up  in  foreign 
hands.  Many  U.S.  bidders  apparently 
felt  that  the  Micrascan  technology, 
despite  its  great  potential,  had  yet  to 
be  proved.  Papken  Der  Torossian  was 
willing  to  take  a  gamble.  Der  Toros- 
sian, the  51 -year-old  president  of  the 
Silicon  Valley  Group,  says  enthusias- 
tically that  Micrascan's  being  in  U.S. 
hands  is  wonderful  news  for  the  coun- 
tn,''s  entire  microchip  mdustp,'. 
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"This  is  a  dynamite  machine,"  says 
Der  Torossian.  "Micrascan  will  give 
the  edge  in  semiconductors  back  to 
the  U.S."  An  ambitious  goal. 

Happy  birthday,  Imelda 

Imelda  Marcos  got  her  birthday 
wish.  Last  week,  on  the  day  she 
turned  61,  a  New  York  federal  court 
jury  acquitted  the  former  Philippine 
First  Lady  of  helping  her  late  husband, 
Ferdinand,  steal  over  $200  million 
from  the  Philippine  treasury,  and  us- 
ing the  proceeds  to  buy  art,  jewels  and 
four  prime  Manhattan  properties. 
Forbes  wasn't  surprised  by  the  ver- 
dict. Just  weeks  ago  we  characterized 
the  legal  grounds  for  trying  Marcos  in 


As'  Imelda  out  of  the  woods: 


Der  Torossian:  He  got  a  good  deal 


the  U.S.  as  "flimsy."  The  jury  appar- 
ently agreed.  "I  don't  think  we  had 
any  right  to  try  the  case  in  the  U.S.," 
says  juror  Sandra  Alberts.  "The  racke- 
teering charges  were  all  based  on 
money  supposedly  stolen  from  the 
Philippine  government." 

After  the  verdict,  a  spokesman  for 
Philippine  President  Corazon  Aquino 
insisted  that  Mrs.  Marcos  still  faces  a 
criminal  trial  in  her  homeland.  But 
that  is  more  face-saving  than  any- 
thing else.  As  Forbes  noted,  under 
Philippine  law  a  criminal  trial  re- 
quires the  presence  of  the  accused. 
Given  the  Marcos  family's  popularity 
at  home,  it's  likely  that  the  shaky 
Aquino  government  will  do  every- 
thing it  can  to  prevent  Imelda  from 
coming  home,  even  for  a  trial. 
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irS  NOT  JUST  THE  NEWEST  SAAB 


cramped  conditions  are  part  of  the 
price  you  pay  for  performance. 

Its  interior,  according  to  Motor 
Trend  magazine,  is"cavernous."  " 
In  fact,  it  is  the  only  European 


Today  there  are  "safe"  cars,  lux- 
ury cars,  performance  cars,  practical 
cars  -  a  car  for  virtually  every  niche,  it 
seems,  and  a  niche  for  every  car. 

Except  at  Saab,  where  we've  al- 
ways built  cars  to  fit  not  niches  but 
needs  —  the  needs  of  human  beings 
unwilling  to  settle  for  something  one 
or  more  dimensions  short  of  a  com- 
plete car.  And  the  new  Saab  9000S  viv- 
idly illustrates  the  point. 

Powered  by  the  largest  engine 
Saab  ever  built,  the  9000S  is  a  true 
European  sports  sedan,  one  capable 
of  running  all  day  at  triple-digit,  test- 
track  speeds.  Yet  that  engine  achieves 
stirring  response  not  at  tne  expense 
of  efficiency,  but  because  of  it. 

A  computer-driven  engine  man- 
agement system  —  aided  by  Saab's 
patented  Direct  Ignition 
System— ensures  that 
combustion  occurs 
at  the  optimum 
moment  for  both 
performance 
and  efficiency. 
And  its  emis- 
sion control 
system  is 
vigilant  when 
it  comes  to 
maintaining 
exhaust  requirements. 

But  the  9000S  will  also  come  as  a 
pleasant  surprise  to  those  for  whom 

*MSRP.  $25,495,  excluding  taxes,  license,  freight,  dealer  charges  and  options.  Pnce  subject  to  change  '?  1990  Saab- Scania  of  America,  Inc. 


import  to  meet  EPA  spec 
ifications  as  a  "Large"  car. 

Fold  down  the  rear 
seat,  and  you'll  create 
enough  cargo  space  to  fit 
a  six-root  sofa.  Giving 
you  a  sports  sedan  that 
can  become  a  station 
wagon  at  will,  but  with- 
out the  performance 
penalties  wagons  ""^v^ 

sometimes  impose.  ^ 

Nor  has  safety  been  com- 
promised for  the  sake  of  performance. 
In  the  9000S,  the  precise  rack- 
and-pinion 
steering, 
anti-lock 
braking  sys- 
tem and 
spirited  new 
engine  are 
considered 
to  be 
safety 
compo- 
nents - 
designed  to  help  you  to  avoid  accidents 
in  the  first  place. 

But  when  the  unavoidable 
occurs,  the  9000S  excels.  Front  and 


^^T^^S'^'n^ 


rear  crumple  zones  absorb  the  force 
of  impact,  cushioning  the  steel  safety 
cage.  The  driver's-side  air  bag  and 
supplemental  restraint  systems 
cradle  the  passengers. 

The  result  is 
vividly  demon- 
strated in  data 
compiled  from 
over 250  insurance 
companies  by  the 
Highway  Loss 
Data  Institute.  Its 
latest  study  ranks 
9000-Series  Saabs 
the  safest  cars  in  their 
class.  Safer  than  Volvo 
or  Mercedes-Benz. 
Overall,  the  9000S  is 
what  one  editor  called  "a  symphony 
on  wheels. . .  super-quick,  impressively 
refined,  exceptionally  spacious,  very 
comfy  and  flawlessly  constructed. " 

In  short,  a  car,  not  a  compromise. 
And  a  "symphony"  with  a  lower  price 
of  admission  than  the  thinner  melo- 
dies offered  elsewhere.*  It  also  offers 
daily  performances  at  your  Saab 
dealer,  where  you're  invited  to  experi- 
ence the  9000S  through  a  test  drive. 


WE  DONI' MAKE  COMPROMISES. 
WE  MAKE  SAABS. 
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Suckered 


Jtihn  St-"Kal 


Comes  now  news  that  Sid  Bass,  Lcc 
Bass  and  professional  money  manager 
Dort  Cameron  III  are  suing  underwrit- 
er Kidder,  Peabody  over  the  $52  mil- 
hon  the  trio  invested  in  an  offering  of 
First  Executive  stock  last  September. 
Back  then,  insurance  giant  First  Exec- 
utive traded  near  $12;  since  the  insur- 
er's junk  bond  portfolio  collapsed,  the 
stock  has  languished  at  around  $3. 

Furious,  the  Bass  group  has  sued 
Kidder.  Though  the  plaintiffs  ac- 
knowledge that  they  are  "sophisticat- 
ed investors,"  they  claim  that  Kid- 
der's prospectus  "disguised"  First  Ex- 
ecutive's financial  problems  and 
"obfuscated"  the  company's  fmancial 
picture  by  neglecting  to  mention  that 
the  value  of  First  Executive's  high- 
yield  bond  portfolio  was  way  down 
and  that  "such  values  were  declining 
further."  An  odd  allegation,  consider- 
ing that  Cameron  was  a  member  of 
Mike  Milken's  inner  circle,  and  that 
the  junk  bond  market  began  cratering 
around  the  same  time  as  this  offering 
was  launched.  And  even  a  cursory 
look  at  the  prospectus  reveals  that 
First  Executive  was  in  trouble.  Sure, 
prospectuses  make  for  dull  reading, 
but  even  sophisticated  investors  like 
the  brothers  Bass  should  remember 
the  phrase  "Investigate  before  you  in- 
vest."— Gretchen  Morgenson 

But  the  bankers  said  . . . 

It's  well  established  that  a  company's 
board  of  directors  is  supposed  to  look 
out  for  its  shareholders  in  a  takeover 
and  get  them  the  best  price.  Now  a 
lawsuit  attacking  the  1988  rjr  Nabisco 
buyout  aims  to  establish  a  corollary, 
namely,  that  shareholders  can  sue  in- 
vestment bankers  directly .  Previ  .nisly, 
courts  would  not  recognize  sharehold- 
er suits  against  investment  bankers. 
The  New  York  suit,  which  has  sur- 
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\i\cd  two  challenges  and  is  now  on 
hold,  pending  action  on  a  related  suit 
in  Delaware,  is  a  class  action  by  share- 
holders against  Lazard  Frcres  and  Dil- 
lon, Read,  the  investment  bankers 
that  advised  the  special  committee  of 
directors  weighing  bids  for  rjr. 
Among  other  things,  the  suit  alleges 
Dillon  and  Lazard  failed  to  properly 
value  the  competing  bids.  The  suit 
notes  RJR  management's  bid  had 
three-quarters  of  a  billion  dollars 
more  cash  in  it,  while  kkr's  winning 
bid  had  more  junk  bonds.  The  bankers 
didn't  take  enough  time  to  analyze 
the  final  bids,  the  suit  charges,  and 
shareholders  have  seen  rjr  junk  trade 
at  steep  discounts. 

Didn't  KKR  pledge  to  reset  the  notes 
by  next  April  so  that  they  would  trade 
at  par?  And  haven't  the  bonds  rallied 
strongly?  Yes,  to  both  questions.  But 
whatever  the  merits  of  the  suit,  the 
Wall  Street  legal  community  is 
watching  it  closely.  "If  the  sharehold- 
ers win  here,  investment  bankers  are 
going  to  be  even  more  careful,  because 
there  is  an  additional  group  of  plain- 
tiffs to  whom  they  are  directly  respon- 
sible," says  Peter  Weil,  a  business  fi- 
nance lav^ryer  at  Kaye,  Scholer. 

Sandino's  old  1,000  cordoha  bill 
Fewer  cordobas,  more  value. 


Garbage  association 

Vancouver-based  Envirowaste  Indus- 
tries took  out  a  full  page  ad  in  Inves- 
tor's Daily  last  month  to  brag  about  its 
relationship  with  a  company  named 
International  Process  Systems.  En- 
virowaste stock  jumped  60%,  to 
C$1.60,  on  the  Vancouver  exchange. 

IPS,  a  private  company  in  Connecti- 
cut, was  recently  profiled  by  Forbes 
(May  28)  for  its  promising  technique 
for  composting  yard  waste  and  sewage 
sludge.  The  ad,  playing  the  iPS  con- 
nection for  all  it's  worth,  has  iPS  Presi- 
dent Archie  Albright  steaming. 

"This  is  an  outrageous  stock  hype 
and  a  totally  inappropriate  touting  of 
the  relationship,"  says  Albright.  All 
Envirowaste  has,  he  explains,  is  a 
nonexclusive  license,  price  to  be  ne- 
gotiated, to  find  projects  suitable  for 
IPS'  technology.  After  venting  his  an- 
ger to  Envirowaste's  officers,  he  was 
assured  the  touting  would  cease.  But 
then  Albright  saw  some  stock  promo- 
tional materials,  complete  with  the 
ad  and  a  reprint  (without  permission) 
of  the  Forbes  piece. 

Envirowaste  President  Doug  Hal- 
ward  calls  the  whole  thing  a  "misun- 
derstanding," and  says  the  promo 
packets  went  out  before  he  heard  from 
Albright.  Affecting  the  urchin's  man- 
tle, Halward  pouts:  "I'm  not  in  this 
for  a  stock  play — that  insults  me." 

Sandino  demoted 

what  becomes  a  legend  most?  Well, 
Nicaragua's  newly  elected  president, 
Violeta  Chamorro,  is  honoring  her 
late  husband  by  putting  his  likeness 
on  new  inflation-fighting  currency. 
Pegged  one  for  one  to  the  value  of  the 
U.S.  dollar,  the  new  50  "gold"  cordoba 
note,  worth  $50,  features  Pedro  Joa- 
quin Chamorro,  the  newspaper  editor 
whose  1978  assassination  set  off  the 
revolution  in  Nicaragua. 

What  about  Augusto  Cesar  San- 
dino, the  Yanqui-hating  guerrilla 
fighter?  His  name  and  image  were  ex- 
propriated by  the  Marxist  Sandinista 
Front  and  used  on  its  currency.  San- 
dino, it  turns  out,  is  not 
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ignored  in  the  new  currency  scheme. 
He's  just  getting  demoted — in  cordo- 
ba  terms.  Sandino  was  on  the  Sandin- 
istas' old  1,000  cordoba  note,  now 
worth  a  fraction  of  a  cent.  But  his 
likeness  will  grace  the  new  20  cordo- 
ba bill,  worth  $20.— Joel  Millman 

The  Peter  principal 

In  mid-May  France's  Hachette  an- 
nounced that  Woman's  Day  magazine 
was  on  the  block.  Advertising  is  soft 
generally,  and  Woman's  Day  (4.7  mil- 
lion circulation)  is  feeling  the  pinch 
along  with  the  so-called  Seven  Sisters, 
the  women's  service  books  that  also 


Peter  Diatnandis  relaxes  hy  iIk'  jxxjl 
And  Hachette  is  takiMig  a  bath. 

include  Family  Circle  and  Coocl  House- 
keeping Operating  profits  have  de- 
clined from  $27  million  when  Ha- 
chette bought  the  magazine  to  $16 
million  this  year.  Word  is  that  Ha- 
chette will  probably  have  to  accept 
less  than  its  $200  million  asking  price 
and  may  end  up  with  no  more  than 
$150  million. 

Caught  in  the  middle  is  Peter  Dia- 
mandis.  He  bought  Woman's  Day  and 
20  other  magazines  from  cbs'  Larry 
Tisch  in  1987  and  flipped  them  with- 
in a  year  at  a  $350  million  profit  for 
himself  and  his  backers.  Diamandis' 
principal  is  out,  but  Diamandis  re- 
mains because  he  agreed  to  run  the 
magazine  until  December  1990. 

All  this  is  said  to  have  put  quite  a 
strain  on  relations  between  Diaman- 
dis and  Hachette.  After  all,  it  is  now 
obvious  that  the  French  publisher 
overpaid  and  probably  faces  a  mini- 
mum $50  million  bath  on  the  sale. 

A  lower  price  should  attract  some 
offers.  Two  candidates:  Bauer  Group, 
the  German  outfit  that  crashed  the 
category  by  launching  first  for  Women, 
which  has  been  struggling,  and  Mac- 
fadden  Holdings,  owner  of  such 
checkout  counter  powerhouses  as  Na- 
tional Eru{uirer  and  Star. 


FORBES,  JULY  23,  1990 


There  are  hotels 
and  there  is  Swissotel. 


Is  one  hold 
beginning  lo  look 
like  another  to  you? 
Then  experience  the 
line  art  ot'Swis.solel. 
Hvery  hotel  is 
centrally  located  to 
busine.ss.  Attention 
to  service  is  a  way  of 
life.  Spacious  rooins 
are  the  nonn. 
All  complimented 
by  exquisite  cuisine. 
Swissotel,  one  ol  a 
kind,  with  properties 
in  New  York, 
Boston,  Chicago  and 
opening  early  1991, 
Atlanta-  Buckhead. 
Because  if  the  Swiss 
can't  run  a  hotel, 
who  can?  Call  8(X)- 
63-SWISS  for 
reservations. 
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Ten  of  Europe'^  toughest  critics  awarded  Wyse  their  top  prize 
0ver3  miiiion  even  tougher  critics  awarded  us  their  business 
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The  Wyse  Model  3225,  winner  of 
Europe's  CeBIT  award  for  design 
excellence.  Novell  certified  as 
a  network  server,  tfiis  25  mega- 
hertz 386  runs  today's  demand- 
ing business  software  with  brisk 
efficiency. 
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'Source:  IDC  1989  Terminal  Census 

WYSE  IS  a  registered  trademark  and  Model  3225  is  a  trademark  of 
Wyse  Tectinology  Inc  All  other  trademarks  are  property  of  their 
respective  owners.  '<^'  1990.  Wyse  Technology  Inc. 


The  world's  largest  computer  exposition  is 
CeBIT,  held  in  Hannover,  Germany.  It  is  the 
premier  international  showcase  for  the 
latest  and  finest  computer  products  from 
around  the  world.  And  in  1990,  the  Euro- 
pean computer  experts  who  judge  at  CeBIT 

awarded  their  top  ||iHill|ii[l|fiBlJ||iiln 

jp  honor  for  design  excellence  to  a  Wyse 
personal  computer,  our  Model  3225. 

"'*  Several  PC  brands  are  better  known  than 
Wyse  to  the  world  at  large.  But  it  isn't  par- 
ticularly surprising  that  one  of  ours  was 
selected  for  this  prestigious  award.  Wyse 
design  expertise  has  been  winning  a  fol- 
lowing among  computer  professionals  for 
nearly  a  decade.  And  today,  we  have  an 
installed  base  of  over  3,000,000  terminals 
and  personal  computers.  Our  design  goal 
always  is  to  add  value. The  ingenious  design 
of  our  terminals,  for  example,  gives  them 
more  features,  styling  and  ergonomics 
than  the  competition.  For  less  money.  As 
a  result,  Wyse  is  the  largest  independent 
maker  of  computer  terminals;  Similarly 
our  new  family  of  UNIX  multiprocessor 
systems  offers  better  price/performance 
ratios  than  qny  similar  line.  Plus  the  invest- 
ment protection  of  expandability.  You'll 
find  such  value  reflected  throughout  our 
family  of  PCs,  as  well.  All  ar"^  extensions 
of  the  design  philosophy  and  capability 
honored  by  the  CeBIT  judges.  To  learn 
more  about  their  winning  ways,  just  call 
1-800-438-9973. 
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Mead  Business  I'apers  ■^' 
can  help  your  own  brilliant  ideas  stand 
out  from  the  crowd.  And  once  you  have 
someone's  attention,  it's  a  lot  easier  to 
make  your  point.  So  look  to  Mead  for 
your  memos.  'With  Mead  you  can't  miss, 

(Tfeod 

Business  Papers 

fbrABetterlii"wge. 

Mead  Fine  Paper  Counhimse  PUcj/Dajlon,  Ohio  ■(5463 
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Readers  Say 
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Mixed  signals 

Sir:  Your -Money  Guide  issue  (June 
25)  gives  new  meaning  to  the  defini- 
tion of  short-term  trade.  Frederick  E. 
Rowe  Jr.  would  have  us  shorting  Tiffa- 
ny &.  Co.  at  $48  a  share.  Just  50  pages 
later  Ann  C.  Brown  advises  us  to  buy 
Tiffany  &  Co.  at  $48  a  share.  At  least 
we  don't  lose  any  money. 

Maybe  Forbes  should  print  a  dis- 
claimer aimed  at  slow  readers  some- 
where near  the  front  of  each  issue! 
— Howard  I  Steiner 
XetrVorL'.  XY 


What's  in  a  name? 

Sir:  Re  your  article  on  Certified  Fi- 
nancial Planners  ("Meaningless  la- 
bel," ///»c'_'5).  After  I  received  my  cfp 
in  1982,  I  did  not  affiliate  with  any  of 
the  ancillary  professional  organiza- 
tions because  of  my  sense  that  their 
real  purpose  was  to  generate  fee  in- 
come. The  current  registry  of  cfps, 
which  requires  not  only  a  registration 
fee  but  continuing  education  credits 
(for  which  there  is  a  charge,  of  course), 
simply  confirms  my  suspicion. 
— Robert  /•".  Allen 
Richmond,  Va. 

Sir:  I  appreciated  (and  found  appall- 
ing!) your  article.  I  am  a  cfp  and  Reg- 
istry Financial  Planner  (iapp)  who  re- 
signed from  both  organizations  earlier 
this  year  in  protest  of  the  lack  of  seri- 
ous commitment  to  defining  and  reg- 
ulating a  profession. 
— Neil  C.  Hokanson 
Santa  Fe,  N.M. 

Sir:  Shame  on  you  for  your  shallow 
research  and  bitter  attack  on  those 
most  capable  of  practicing  financial 
planning — cfps.  Certainly  the  finan- 
cial industry  has  been  one  fraught 
with  abuse.  But  there  are  many  of  us 
in  the  industry  fighting  hard  for  our 
clients'  best  interests.  We  want  the 
abusers  and  frauds  prosecuted.  But  we 
don't  deserve  to  be  lumped  together 
and  collectively  dismissed. 
— William  John  Grega 
New  York,  N.Y. 

Sir:  Let's  see,  one  bad  cfp  means  they 
all  are  no  good.  Ever  hear  of  a  hasty 
generalization?  Your  article  is  a  text- 
book example. 
— Michael  Wertin 
In'ine,  Calif. 


I  lonuone  freaks-' 


Biotech  cows 

Sir:  Re  your  commentary  on  gene- 
altering  drugs  for  agricultural  biotech- 
nology (Fact  and  Comment,  May  28). 
Can  you  really  compare  them  to  a 
tractor  and  plow?  Maybe  a  better 
comparison  would  be  to  ues,  sulfur  or 
other  wonder  drugs. 
— /i/7/  Harrington 
Marengo,  Iowa 

Sir:  Wisconsin's  Governor  Thompson 
is  to  be  congratulated  for  standing 
against  drug  company  pressure  to  use 
bovine  growth  hormone  to  increase 
milk  supply.  Dairy  cows  are  already 
hormone  freaks,  with  their  swollen 
udders  barely  clearing  the  ground  and 
producing  vast  quantities  of  milk  far 
beyond  the  needs  of  their  calves. 
— -Jane  E.  Preston 
Biitle)-.  Pa 


Speaking  in  tongues 

Sir:  Re  "Divorce  to  the  north?"  Qune 
11).  Let  us  not  forget  that  our  immi- 
gration policy  and  tendency  to  fight 
any  English  language  legislation  may 
soon  lead  to  equally  troubling  and  de- 
structive trends  here  as  well.  Portions 
of  Florida,  Texas,  California  and  even 
New  York  City  are,  for  all  purposes, 
"foreign,"  with  little  compatibility 
with  the  tenets  of  Americanism. 
—Jim  Courtney 
Houston.  Te.x 


Credit  where  credit's  due 

Sir:  Re  "Level  playing  field?"  (June 
25)  on  tax-exempt  credit  unions. 
Credit  unions  have  been  successful 


because  they  have  consistently  pro- 
vided America's  consumers  v»rith  su- 
perior service  and  superior  value.  The 
savings  and  loan  industry  has  been  an 
embarrassment  that  will  cost  the  citi- 
zenry billions.  The  banking  industry, 
with  numerous  problems  of  its  own, 
is  crying  foul. 

How  in  the  world  can  anyone  seri- 
ously  consider   making   substantive 
changes  to  the  only  part  of  the  finan- 
cial system  that  works — America's 
credit  unions? 
— Mark  Hawkins 
President 
Riverside  County  Schools 

Credit  Union 
Riverside,  Calif. 


Cosmetic  solution 

Sir:  Re  Fact  and  Comment  (June  11). 
National  Center  for  Policy  Analysis' 
John   Goodman   is   right   on — group 
medical   insurance   costs   will   bury 
many  a  small  business. 
— Earl  Adler 
President 
Eaco,  Inc. 
Fort  Lee,  N.J. 

Sir:  Forbes'  endorsements  of  the  eco- 
nomics of  medical  care  as  practiced  by 
the  cosmetic  surgeon  failed  to  men- 
tion the  best  part.  The  patient  pays  in 
advance. 

— John  M.  Sheehan,  M.D. 
Redlands,  Calif. 


Old  reliable 

Sir:  You  missed  the  point  on  Toyota 
("The  new  number  xhiteV  June  11). 
Stylish,  fast  cars  are  a  dime  a  dozen. 
What  sets  Toyota  apart  is  reliability.  I 
own  two  Toyotas,  a  1980  and  1981 
with  100,000  .md  150,000  miles,  re- 
spectively. Both  have  yet  to  see  a  re- 
pair shop. 
— Franz  S.  Amussen 
Salt  Lake  Cit\<,  Utah 


New  name 

Sir:  Your  story  "Identity  crisis"  Qune 
25)  referred  to  Blue  Arrow.  On  March 
29,  1990  Blue  Arrow  changed  its  name 
to  Manpower  Pic,  partly  in  recogni- 
tion of  the  major  contribution  made 
by  its  largest  subsidiary,  U.S. -based 
Manpower  Inc. 
— Walter  G.  Kozlowski 
Vice  President-General  Counsel 
Manpower 
Milwaukee,  Wis. 
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BOLD  STRIPES 


B« 


►e  it  the  incomparable  VIP 
service  of  Blue  Diamond  Class, 
the  top-notch  attention  to 
detail  in  Gold  Class  or  the  civi- 
lized comforts  of  Silver,  SAA  has 
over  the  years  earned  its  stripes 
by  earning  the  respect  of  you 
the  traveler. 

And  that  bold  statement  of 
fact  is  one  of  the  best  reasons 
for  flying  us. 

For  more  information,  con- 
tact your  travel  agent  or  call 
1-800-722-9675.  In  New  York 
(212)826-0995. 
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VACHERON  CONSTANTIN 

The  World's  oldest  Watch  Manufacturer 
Geneva  since  1 755. 
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'With  all  tby  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


HOW  TO  HELP  THE 

Cut  taxes,  don't  raise  them. 

•  Capital  gains.  A  reduction  here  would  stimulate  the 
financial  markets,  thereby  reducing  the  cost  of  capital.  It 
would  also  stimulate  the  flow  of  capital  to  optimum 
opportunities  and  new  enterprises,  ensuring  our  future  in 
an  increasingly  competitive,  high-tech  world.  Federal  re- 
ceipts from  this  levy  would  go  up  $10  billion  to  $15  billion 
in  the  first  year.  Empty  state  coffers  would  be  replenished. 

•  Social  Security.  The  current  payroll  tax  was  based  in 
1983  on  pessimistic  assumptions.  Growth  and  productivi- 
ty have  been  better.  This  year's  boost  should  be  rolled  back 
to  the  1989  level.  Payroll  taxes  hurt  job  creation,  especially 


SLUGGISH  ECONOMY 

in  small  businesses.  A  cut  would  stimulate  growth. 
Other  measures  would  also  help. 

•  The  Federal  Reserve  should  let  interest  rates  come 
down.  Gold  prices  wouldn't  be  so  low  if  inflation  were 
about  to  take  off. 

•  The  Fed  and  the  Treasury  should  forswear  bashing  the 
dollar  for  trade  balance  purposes,  which  would  do  wonders 
for  bond  prices. 

Two  principal  drains  on  government  budgets — educa- 
tion and  health — arc  both  suffering  deep  systemic  flaws. 
Genuine  reform  in  both  areas  would  ease  fiscal  pressures 
and  deliver  better  results. 


SUBVERSIVE  ADVICE 


The  U.S.  and  Western  Europe  are  seriously  harming 
attempts  by  former  Eastern  bloc  countries  to  move  to  free 
markets  by  inflicting  bad  advice  upon  them. 

Poland,  for  instance,  proclaims  that  it  has  had  free- 
market  policies  in  place  for  almost  six  months,  policies 
pushed  and  approved  by  the  International  Monetary  Fund 
and  lauded  hy  most  Western  governments  and  economists. 
Alas,  Warsaw  has  brought  about  a  traumatic  austerity 
without  removing  impediments  to  people's  increasing 
their  output  of  goods  and  services. 

Poland's  wage  controls  make  it  impossible  for  labor  to  go 
where  the  opportunities  are;  they  are  a  disincentive  for 
workers  to  do  better.  Payroll  taxes  and  other  levies  remain 


prohibitive.  The  ability  to  buy  and  sell  property  is  still 
restricted.  Foreigners  find  repatriation  of  money  difficult. 
Import  barriers  remain.  State-owned  companies  still  enjoy 
government-sanctioned  monopolies. 

Westerners  do  Poland  and  other  once  communist  coun- 
tries ill  by  recommending  mindless  belt-tightening  instead 
of  attacking  obstacles  to  economic  growth,  such  as  weak 
currencies  and  truly  excessive  taxation  and  regulations. 

Transition  to  a  market  economy  is  bound  to  be  disruptive 
but  needn't  be  harsh.  Output  can  grow  during  this  time  of 
extraordinary  change.  It  will  simply  come  from  new  sources. 

Too  many  economists  don't  understand  what  consti- 
tutes a  free  economy. 


WALESA  ON  THE  WARPATH 


The  man  who  more  than  any 
other  individual  brought  about 
the  collapse  of  the  Soviet  Union 's 
East  Europe  empire  is  receiving 
and  delivering  broadsides.  Critics 
say  that  while  he  was  the  perfect 
figure  for  fighting  communism,  he 
should  remain  aside  in  favor  of 
the    skilled    administrators    and 


^  technicians  necessary  to  modern- 
ize Poland.  But  there's  more  to 
Walesa's  criticisms  than  a  hanker- 
ing for  the  limelight. 

Gdansk — "I'm  not  an  econo- 
mist," said  Lech  Walesa  in  a 
recent  interview,  "but  I  see  bet- 
ter than  most  economists."  He 
(Cofjtinued  on  p  .i85J 
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TWO  ANNIVERSARIES:  KOREA  . . . 

Forty  years  ago  this  summer,  communist  North  Korea     came  one  of  the  most  extraordinary  economic  success 
invaded  South  Korea.  Seeing  an  ominous  analogy  to  Mu-     stories  in  history  and  is  now,  painfully,  converting  to  a 


nich,  the  U.S.  sent  in  troops  w^ith— would 
you  believe  it? — the  blessing  of  the  United 
Nations.  The  war  lasted  three  years  and 
took  more  than  50,000  American  lives. 
Well  over  1  million  Koreans  perished. 

Despite  numerous  diplomatic  and  mili- 
tary blunders,  President  Truman  was  right 
to  intervene.  It  showed  the  Kremlin  that 
containment  meant  more  than  economic 
and  military  assistance  to  allies.  We 
would  shed  our  blood  as  well.  It  also 
meant  Japan  would  remain  in  the  Western  camp  mstcad  ol 
going  neutral  or  even  adopting  a  pro-Russian  stance.  Geo- 
graphically, Korea  is  to  Japan  what  Europe's  low  countries 
were  to  Britain — political  knives  at  the  throat. 


genuine  democracy.  It's  a  day-and-night 
contrast  to  the  militaristic,  impoverished, 
Stalinist  North. 

The  subsequent  forceful  U.S.  presence  in 
Asia  permitted  much  of  that  region  to  get 
its  bearings  and  become,  like  Japan  and 
South  Korea,  a  hotbed  of  economic  activity. 
One  irony  of  Korea  has  largely  gone  un- 
noted: Our  initial  setbacks — North  Korea 
overran  the  South  that  summer  except  for  a 
perimeter  around  Pusan — prevented  the 
iiic  of  a  Vietnam-like  guerrilla  movement  in  South  Korea. 
Southerners  got  a  taste  of  how  murderous  a  Northern 
victory  would  be;  their  own  hated  government  looked 
decidedly  more  attractive  in  comparison.  As  a  result.  North 


Saved  from  communism.  South  Korea  eventually  be-     Korean  attempts  to  recruit  guerrilla  cadres  failed  miserably. 


VIETNAM 


Nineteen  hundred  and  ninety  marks 
another  anniversary,  one  that  no  one 
wants  to  remember.  Twenty-five 
years  ago  we  made  our  full-fledged 
jump  into  the  Vietnam  quagmire.  We 
forget,  though,  that  initially  this  inter- 
vention had  a  salutary  impact  on  other 
countries  in  that  region.  When  Indo- 
nesia's powerful  communist  move- 
ment tried  to  gain  power  in  1965,  the 
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rejuvenated  army  successfully  resist- 
ed. Thailand,  Malaysia,  Singapore  and 
the  Philippines  were  all  given  breath- 
ing space  so  that,  by  the  time  we  igno- 
miniously  withdrew  from  Vietnam, 
they  were  strong  enough  to  withstand 
communist  pressures. 

Victorious  Vietnam  became  an  iso- 
lated, poverty-stricken  sinkhole,  an 
inspiration  to  no  one. 


NEWSPAPER  HEADLINE:  AT&T  STOCK  DIVES  ON  QUARTERLY  OUTLOOK 


A  growing  number  of  institutional  money  managers 
want  a  greater  say  in  the  running  of  American  corporations, 
allegedly  to  improve  these  companies'  performances.  Yet  it 
is  these  money  runners  who  stampede  out  of  a  stock  at  the 

HE'S  PROVING  HIS 

Many  in  the  publishing  world  greeted  Mort  Zucker- 
man's  purchase  of  U.S.  News  &  World  Report  several  years 
ago  with  audible  groans.  His  meddling 
will  run  a  respectable  publication  into 
the  ground,  faultfinders  moaned.  Indeed, 
U.S.  News  goes  through  editors  the  way 
Italy  does  governments  or  the  Yankees 
do  managers.  But  unlike  the  Yankees  and 
like  Italy  (which  has  had  one  of  the  most 
impressive      economic      performances 
since  World  War  II),  Zuckerman's  ways 
of  doing  things  are  working  well  on  the  editorial  front.  The 
magazine  today  is  the  most  useful,  readable  newsweekly. 


slightest  bit  of  disappointing  news  concerning  that  most 
short  term  of  yardsticks,  quarterly  earnings. 

What  makes  these  sheep  think  their  influence  will  bet- 
ter America's  competitiveness? 

CRITICS  WRONG 

Among  its  first-rate  commentators  are  John  Leo  on  educa- 
tion, Josef  Joffe  on  Europe,  Michael  Barone  on  politics  and 
Ben  Wattenberg  on  national  trends,  par- 
ticularly on  demographics.  Zuckerman 
himself  has  become  a  peerless  pundit.  His 
recent  piece  on  the  Soviet  Union,  "End  of 
the  Promised  Land,"  was  eloquent. 

The  magazine's  "conversation"  every 
week  with  a  noted  expert  or  writer  is 
usually  fascinating.  And  each  issue  has 
plenty  of  useful  tidbits  dealing  with  ev- 
erything from  getting  cut-rates  at  well-known  hotel  chains 
to  the  latest  treatment  for  shingles. 


Mort's  mag  stands  out  in  analyzing  what's  happening.         Zuckerman  has  confounded  the  skeptics. 
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Profile  in  Quality  #  19: 
Continued  Recognition. 

for  the  socoiul  time  this  year.  Ford  Motor 
Company  has  been  honored  by  presti^j^ions  Motor 
Trend  Magazine.  Motor  Trend  has  named  the 
1990  iW  I)  Ford  Aerostar  "the  hands  (hmn 
winner"  as  the  Track  of  the  Year  The  Aerostar 
joins  the  1990  Lineohi  Town  Car  which  was 
recently  named  Car  of  the  Year  hy  Motor  Trend. 
Receiving  these  awards  is  further  evidence  that 
FonFs  total  atmmitment  to  quaUly  is  producing 
resuhs.  When  Quahty  is  Job  I  —y<ni  don't  do  it 
any  other  way. 
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Ford,  Mercury,  Lincoln,  Ford  Trucks. 
Our  goal  is  to  build  the  highest  quality  cars 
and  trucks  in  the  world ^^^ -.. 


Itiu-kle  up  —  Titfivltwr  tvv  ran  savr  lirvs. 


Science  Teacher  Fred  Holtzclaw 
Has  Successfully  Created  Energy  In 
A  Classroom 

In  the  nearly  20  years  that  Mr.  Holtzclaw  has  been  teaching  high 
school  science  in  Tennessee,  he's  learned  a  lot  about  energy.  How  to  impart 
enthusiasm,  for  instance.  The  hard  work  needed  to  overcome  inertia.  And  most 
difficult  of  all,  what  to  do  about  bum-out. 

He's  not  alone.  Every  day,  teachers  all  over  the  country  face  the 
same  challenges. 

That's  why  Martin  Marietta  is  helping  to  underwrite  a  new  regional 
Academy  for  Teachers  of  Science  and  Math  at  the  University  of  Tennessee,  It's 
an  intensive  program  of  study  and  discussion  for  Martin  Marietta  Fellows;  out- 
standing educators  in  all  grade  levels.  Through  the  Academy  the  private  sector, 
government  and  academia  are  all  joining  together  to  support  a  critical  educational 
initiative  by  President  Bush. 

It's  important  to  help  keep  things  moving  in  the  classroom,  and  teachers 
like  Fred  Holtzclaw  are  the  right  place  to  start.  If  we  want  to  fire-up  the  master- 
minds of  tomorrow,  the  best  thong  we  can  do  is 
keep  our  outstanding  teachers  energized  today 
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MASTERMINDING  TOMORROWS  TECHNOLOGIES 
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Other  Comments 


Friendly  Enemies 

Warsaw — Lech  Walesa  reiterated 
his  calls  for  a  strong  president  who 
would  use  decrees,  if  necessary,  to 
accelerate  the  political  and  economic 
transition  from  communism.  He  said 
Poland  was  being  threatened  by  mem- 
bers of  the  Communist  elite  who  are 
helping  themselves  to  shares  in  state 
enterprises  being  sold  as  private  com- 
panies. "I'm  afraid  our  beautiful  revo- 
lution will  come  to  nothing,  that  oth- 
ers will  come  along  and  destroy  it 
all,"  he  said.  "That's  why  I  have  to 
battle  even  my  friends." 

— Stephen  Engelberg, 
New  York  Times 

Texas  Knowhow 

An  astronaut  wants  to  cool  off  from 
the  pressures  and  publicity  of  NASA, 
so  he  drives  up  to  a  little  bar  in  College 
Station  [Tex.|.  The  bartender  keeps 
staring  at  him  and  then  finally  says, 
"Aren't  you  one  of  those  astronauts?" 

The  astronaut  answers  yes,  but  he 
wants  to  get  away  from  the  publicity 
and  really  doesn't  want  to  talk  about 
it.  The  bartender  says,  "Well,  we  got  a 
couple  of  engineers  who've  been 
building    their    own    spaceship    out 


"Best  therapy  I  know.  Make  some 
money,  feel  better. " 


back.  Why  don't  you  take  a  look?" 

The  astronaut  doesn't  want  to,  but 
he  agrees  to  see  it.  It's  a  mess  of  beer 
bottles,  cans  and  tamale  husks.  The 
bartender  says,  "You  fellas  at  NASA 
think  you're  something,  going  to  the 
moon.  But  we  designed  this  old  space- 
ship to  go  to  the  sun."  The  astronaut 
shakes  his  head  and  says,  "I  hate  to 
tell  you  this,  but  this  thing  will  be 
incinerated  before  you  get  within  a 
few  hundred  miles  of  the  sun." 

The  bartender  says,  "We  got  that  all 

figured  out.  We're  gonna  go  at  night." 

— Herman  Gollob,  senior  vice 

president,  Doubleday  &.  Co., 

in  Texas  Monthly 

Take  Care 

It  is  my  personal  quirk  to  help  peo- 
ple [who  get  into  trouble]  in  the 
mountains.  But  there  is  no  obligation 
for  another  person  to  do  that.  When 
you  go  into  the  wilderness  you  take 
your  own  responsibility  to  get  your- 
self back  out.  If  you  are  relying  on 
others  to  take  care  of  you,  and  then 
you  get  in  trouble  and  start  suing  the 
world,  you  ought  to  have  your  head 
stuck  in  a  bucket. 

— Dr.  Drummond  Rennie,  Outside 

$150— Negotiable 

1970  American  Motors  Gremlin 

Design  critics  complained  that  this 
car  looked  as  if  it  had  been  rear-ended 
while  on  the  showroom  floor.  The 
Gremlin  was  so  cramped  that  when 
passengers  swung  the  front  seat  for- 
ward to  get  in  back,  the  horn  honked. 
The  engine  tended  to  conk  out  inex- 
plicably on  right  turns.  Seats  were 
covered  in  vinyl  so  slick  that  the  driv- 
er slid  away  from  the  steering  wheel 
going  around  a  comer. 

New:  $2,000. 

Now:  $150,  negotiable. 

— Wall  Street  Journal 

Trumpet  of  Babel? 

We  have  reason  to  rejoice  in  the 
enormous  successes  of  Western 
broadcasting  to  Eastern  Europe  and 
the  U.S.S.R.  Without  them,  the  mi- 
raculous year  of  1989  would  perhaps' 
not  have  come  about  with  so  little 
violence.  At  the  same  time  I  wonder 
what  sort  of  legacy  these  successes 
will  bequeath  us.  Our  problem  may  be 


that  we  have  succeeded  too  well. 

No  one  on  our  side  conspired  to 
build  up  the  Western  world  in  the 
imagination  of  our  listeners  into 
something  larger  and  better  than  it 
is— our  audience  did.  They  did  it  be- 
cause, after  half  a  century  or  more  of 
communist  rule,  their  need  to  believe 
that  somewhere  "out  there"  a  juster, 
more  decent  and  more  prosperous 
world  existed  to  which  they  could 
aspire  was  immensely  strong.  It  was 
the  thing  that  helped  them  to  survive. 

Leading  opinion  makers  in  Prague, 
Warsaw  and  Budapest  are  profoundly 
disturbed  by  the  influx  of  our  junk 
culture.  They  are  puzzled  by  the 
breathless  pace  and  infantile  stan- 
dards of  much  of  our  commercial 
broadcasting  and  demand  something 
better.  .  .  .  We  have  this  marvelous 
trumpet  of  technology  in  our  hand — 
have  we  anything  to  say? 
— Gene  Pell,  president.  Radio  Free  Eu- 
rope/Radio Liberty,  in  a  speech  to  USIA 
International  Council  Conference 


Money  is  only  important  if 
you  don*t  have  it.  I've  been 
broke  lotsa  times  in  my  life, 
but  I  ain't  never  been  poor, 

— Mike  Todd,  tlieatrical  producer 


Property  Rights 

A  man  can  be  as  eager  and  pleased 
over  the  accumulation  of  a  few  hun- 
dred dollars  as  he  can  be  over  a>  few 
million.  That  is  the  reason  that  prop- 
erty is  so  secure  in  a  democracy.  Al- 
most everybody  has  some  property; 
and  the  man  who  has  a  little  will  fight 
for  that  little  as  fiercely  as  the  man 
who  has  a  great  deal. 
— Great  Riches,  by  Charles  W.  Eliot, 
president  of  Harvard  University 
(1869-1909) 

Home  Run  Pitcher 

The  subject  was  old-timers  games, 
notes  the  St.  Louis  Post  Dispatch.  For- 
mer pitching  star  Jim  Bunning  told 
the  St.  Petersburg  Times: 

"The  first  time  I  played,  I  got  two 
quick  outs  in  the  inning  and  couldn't 
get  the  third  one.  There  were  11 
straight  people  up.  Nine  runs  and  I 
still  didn't  get  them  out.  They  finally 
had  to  come  and  get  me. 

"Somebody  asked  our  catcher,  Joe 
Garagiola,  how  hard  I  was  throwing. 
He  said,  'I  don't  know,  I  haven't 
caught  one  yet.'  " 

—"Jab's  Gab/' 
Benton  Coimty  (Mo.)  Enterprise 
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The  EP  5400.  Simul-Color  II,'"  a  compact  time  at  the  copier  and  more  time  at  work. 
design  and  three  front-loading  paper  trays  Add  to  that  its  compact  profile  and  the  fact 

make  it  easier  than  ever  to  look  your  best.  that  you  can  produce  eyecatching  two-color 

The  Minolta  EP  5400  was  designed  to  copies  in  virtually  the  time  it  takes  other 

make  all  your  paperwork  more  convenient,  color-  machines  to  do  one,  and  you've  got  a  copier 

ful  and  efficient.  everyone  will  be  very  comfortable  with.  For  the 

With  three  front-loading  paper  trays,  load-  Minolta  dealer  nearest  you,  call  1-800-USA- 

ing  the  copier  won't  put  a  cramp  in  your  style-or  DIAL,  Ext.  777. 
your  back. 

And  at  40  copies  per  minute,      COPIERS 
you'll  find  people  spending  less 


ONt.y  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 
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And  you've  won. 

Most  technology  companies 
—including  us— have  spent  the 
last  1 0  years  or  so  trying  to 
beat  the  living  daylights  out 
of  each  other. 

But  who  really  got  hurt  in 
the  crossfire? 

Customers. 

Business  people  who  just 
had  a  job  to  do,  but  were  forced 
to  choose  sides,  not  solutions. 

That's  why  we're  revolution- 
izing the  focus  of  our  entire 


company.  And  sending  hundreds 
of  applications  engineering 
teams  to  work  side-by-side  with 
our  customers. 

We're  looking  toward  you 
now.  Not  over  our  shoulder  at 
IBM  or  anybody  else. 

We're  looking  at  the  way 
you  work.  The  jobs  you  do.  The 
problems  you  face.  The  goals 
you  have.  The  answers  you  need. 

And  we're  looking  with  an 
open  mind. 

The  new  Wang  will  create 


solutions  based  on  your  needs, 
not  only  our  technology. 
Solutions  that  add  value  to 
established  standards  wherever 
possible,  be  it  IBM,  UNIX,  Wang 
VS  or  whatever 

But  let's  not  kid  each  other. 
We're  no  saints  in  business  suits. 

We're  in  this  to  win,  just  like 
anyone  else. 

But  unlike  anyone  else,  we 
know  the  only  way  we  win,  is  if 
you  win. 


LET'S  GET  TO  WORK. 


WANG 


Commentary 

on  Events  at  Home  and  Abroad 

By  (vasparW  Weinberger,  Publisher 


THE  STATE  OF  THE  UNION'S  SCHOOLS 

With  spring  graduations  just  behind  us,  it  seems  a  good  about  $25  bilhon  a  year  just  to  do  that,  and  the  United  Way 

time  to  write  about  America's  pubhc  schools:  the  founda-  Foundation  says  U.S.  corporations  expend  about  $60  bil- 

tion  of  our  future  greatness — or  future  mediocrity.  Hon  a  year  for  additional  employee  education.  General 

There  are  now  some  23  million  in  the  U.S.  who  are  Motors  alone  has  paid  out  about  $1.6  billion  over  the  past 

"functionally  illiterate"  (a  reasonably  polite  way  of  saying  six  years  to  help  train  its  employees  and  has  one  of  the 

they  cannot  fill  out  a  job  application — or  even  read  a  ballot),  most  comprehensive  educational  programs  in  the  U.S. 

In  addition,  another  40  million  are  classified  as  "margin-  What  can  we  do?  The  short,  easy  answer  given  by  many 

ally  illiterate" — which  is  the  formal  term  for  people  who  educators  is:  "Give  us  more  money."  But,  since  over  70% 

cannot  read  what  8th  graders  are  required  to  read.  Most  of  public  education  funds  goes  to  pay  teachers  and  admin- 


jobs  that  use  written  material  now 
require  a  12th-grade  reading  level. 

Worse  yet:  Illiteracy  is  growing  in 
the  U.S.  by  about  2.3  million  per- 
sons a  year,  and  we  have  a  national 
dropout  rate  for  high  schools  of  29% . 
As  many  as  60%  of  high  school  stu- 
dents drop  out  of  some  inner  city 
schools.  And,  because  of  our  suc- 


l  AW-dM  cUis.\r(H»n  icachini>  more  ihctti  thchaMcs 


istrators,  the  question  naturally 
arises:  How  is  paying  more  money  to 
teachers  whose  students  are  not  ac- 
quiring even  basic  skills  going  to 
improve  the  quality  of  education? 

A  recent  Brookings  Institution 
book — Politics,  Markets  and  America 's 
Schools  by  John  Chubb  of  Brookings 
and  Terry  Moe  of  Stanford  Universi- 


cessful  emphasis  on  birth  control,  the  number  of  high  ty — contends  that  each  school  needs  far  more  autonomy, 

school  graduates  is  falling  drastically:  from  3.15  million  Years  ago  when  I  was  in  the  California  Legislature,  and 

graduates  in  1977  to  an  estimated  2.3  million  in  1993.  again  later  at  HEW  in  Washington,  I  urged  that  wc  use  the 

We  have  all  heard  that  we  are  no  longer  very  good  in  voucher  system,  under  which  schools  would  have  to  com- 

math  and  science.  How  bad  are  we?  pete  for  students  whose  parents  would  be  given  state  funds 

The  most  recent  international  assessment  of  mathemat-  and  the  right  to  have  their  children  attend  any  school,  public 

ics  and  science,  conducted  by  the  National  Science  Foun-  or  private,  they  wished.  This  proposal  encountered  fierce 

dation  and  our  U.S.  Department  of  Labor,  found  that  U.S.  opposition,  as  did  other  suggestions  that  schools  and  teach- 

students  finished  last  in  math  among  the  1 1  countries  ers  be  graded  so  parents  could  make  an  informed  choice, 

surveyed,  and  near  the  bottom  in  science.  Good  schools  are  those  with  strong  leadership,  rigorous 

Yet  those  two  are  the  skills  we  most  need  to  increase  our  academic  standards,  a  high  level  of  parental  support  and 

competitiveness  in  today's  world.  good  discipline.  But  those  things,  say  Chubb  and  Moe, 

We  are  also  short  of  qualified  teachers.  Many  forecasts  occur  only  in  schools  that  have  a  great  deal  of  indepen^ 

say  we  will  need  a  million  new  teachers  in  the  next  five  dence.  Standardized  governmental  controls,  the  lack  of 

years,  but  in  that  period  we  will  graduate  only  about  incentive  for  any  one  public  school  to  excel,  and  the 

625,000  qualified  to  teach.  dismal  results  of  our  students  when  measured  against 

It  is  worse  for  teachers  of  math  and  science.  Only  international  standards  all  argue  for  more  freedom  of 

about   1,500  education  majors  a  year  are  qualified  to  choice  for  parents,  students  t/m/ for  schools, 

teach  math  and  science.  But  we  need  about  20,000  each  Clearly,  money  is  a  vital  part  of  education,  and  improved 

year  for  the  next  decade.  salaries  may  lead  more  to  choose  a  teaching  career,  or  to  stay 

As  a  result,  more  and  more  An^erican  businesses  are  in  it.  But  in  the  final  analysis,  if  all  schools  had  to  compete 

trying  to  teach  their  employees  the  basic  skills  that  should  for  pupils  and  were  measured  by  results,  it  seems  clear  our 

have  been  acquired  in  our  public  schools.  Business  spends  schools  would  improve.  At  the  very  least,  it  is  worth  a  trial. 
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The  Goodyear  Eagle  GA. 
Audi's  choice  for  the  flagship 

of  their  line. 


The  Audi  V8  Quattro  is  a  car  so 
complete  that  it  offers  only  one  option: 
Pearlwhite  clearcoat  metallic  paint. 

Even  thing  else  is  standaid.  Indud- 
ing  full-time  all-wheel  drive.  A  'V2-valve 
V8  engine.  An  anti-loc  k  biaking  system. 
Free  scheduled  mainteiunu  e  ior  3  years/ 
5(),(K)()  miles.  A  cellulai  phone. 

And  Cio(Klyear  Eagle  GA  Touring 
Radials. 

Ilie  Eagle  ( iA  Touiing  Radial 
was  designed  for  cars  like  the  Audi  V8 
Quattix).  (larsthat  perform,  but  not  at 
the  expense  ol  (omibii. 

In  lad,  the  ( i(M)dyear  Eagle  GA 
louring  Radial  is  a  tire  where  luxuiy 
meets  perlormaiKC.  And  lK)lh  win. 

llie  Audi  VHOuattroisnol  the 


only  car  on  which  the  Goodyear  Eagle 
GA  Touring  Radial  can  be  fbimd. 

It  is  fitted,  as  oiiginal  ec]uipment,  to 
eight  other  cars.  Aiul  it  is  available  to  fit 
many  different  makes. 

You  can  obtain  details  of  the  avail- 
ability of  Eagle  CiA  louring  Radials 
from  your  local  Goodyear  retailer.  (Gall 
1 -H( )()-(•. A R- 1 999  to  lind  the  Goodvcar 
letailer  nearest  vou.) 

As  you'll  discover,  every  (ioodvcar 
Eagle  (iA  Touring  Radial  is  speed- 
lated.  It  is  available  in  .ill-season,  nuid 
and  snow  versions. 

.\nd  it  oilers  an  astonishingly  (juiet, 
smooth  ride. 

All  in  all,  it  iscjuitea  tire.  Just  like 
the  (  ars  it  was  designed  lor. 


GOODYEAR 

The  best  tires  in  the  world  liave  Goodyear  written  ail  over  tiieni. 


::  more  cars 

anti-lock  brakes 

,  ,.,,YOuwoiildritbe' 

,..-'.  .Z       bnikas.lDckiiigtliemupwilloiily 

ItlQl  ir^inrP  Pn^t ^  m-^ike  die  skid  woi^^elt  seemed 
li  lO  Lli  ClL  lL/\^  vAJl)  to.  simple  enougli  at  die  time. 

In  an  emergena;  however,  a  i^erson  often  finds  out  di^it  knowing  wlM  to  do 
md  doing  it  ai'e  two  different  diings. 

But  anti-lock  brakes  cire  designed  to  remember  whcit  to  do.  Ever)^  time. 

In  effect,  the\'  do  tlie  brake  piuiiping  for  you.  McUi\^  times  a  second.  So  your 
wheels  don't  lock  up  mid  vou  CcUi  stop  or  regciin  control  of  your  c'.ir  more  quickly 
Tli^it  prevents  mmy  -accidents,  md 
mAes  mmy  odiers  less  severe. 


,  __ere^what 
state  is  doim  about  it 

Were  so  convinced  of  tlie  value  of  anti-lock  ^  bnikes,  we'll  offer  a  discount 
of  10%*  on  the  collision  and  liabilitv  portions  of  your  auto  insurance  if  your  car  is 
equipped  with  four-wheel  anti-lock  brake  systems. 

This  is  just  one  of  the  ways  we're  working  to  lower  insurance  costs.  We're  also 
committed  to  making  a  real  change  in  the  car  insurance  system  itself.  And  making 
insurance  more  affordable  for  everyone. 

In  the  meantime,  if  you'd  like  to  receive  a  list  of  cars  equipped  with  anti-lock 
brakes,  write  to  us  at  Allstate  Consumer  Information 
Center,  Public  Issue  Department  300,  PO.  Box  76^  Amemberof the    n 

Mount  Prospect,  IL  60056-9961.  IHl  SeartFinTncTalNi'tworkM 

11  /lllslale 

1111"         You're  in  good  hands. 

WEl^COlVMrrED  TO  BUimiNG  A  CAR  INSURMCESYSmi  EVERYONE  CAN  I^ 

Discount  not  UNulhilile  in  some  st;iles, 

*  In  New  York,  discount  is  5%  on  collision  ancUO%  on  1  iabilih'  coverages.  „. ,  _^  ,^ ,  Alteite  insui^nce  Comp;ui\;  Nortlibixwk.  Illinois 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


President  Bush  says 

current  world 

trade  talks  are 

"top  priority" 


The  price-depressing 
effect  of  subsidies 


The  pain-gain 
negotiating  principle 


WORLD  FARM  DEAL  IN  THE  OFnNG 

Lost  behind  all  the  sound  bites  on  President  Bush's  new  willing- 
ness to  raise  some  kind  of  taxes  is  movement  on  another  important 
front:  the  pressure  the  U.S.  is  putting  on  the  European  Community  and 
Japan  to  cut  agricultural  subsidies.  Disagreement  over  this  issue  is 
threatening  world  trade  talks — the  Uruguay  round  of  the  General 
Agreement  on  Tariffs  &.  Trade  (gatt).  The  President  says  the  top  U.S. 
international  economic  priority  is  gatt.  The  U.S.  aim  is  to  win 
benefits  for  U.S.  companies — especially  those  in  industries  involving 
intellectual  property,  overseas  investment  and  services. 

Farm  subsidies  aren't  cheap.  The  26  major  industrial  countries  will 
this  year  subsidize  a  farm  output  of  around  $1  trillion  by  around  $240 
billion,  down  from  a  peak  subsidy  of  $270  billion  in  1988.  So  powerful 
are  most  countries'  farmers  that  nobody  now  talks  of  completely 
eliminating  subsidies,  just  phasing  them  down. 

Surprisingly,  in  its  effort  to  cut  farm  subsidies,  the  Administra- 
tion may  get  some  grudging  support  from  U.S.  farmer  interests — if 
subsidies  to  other  countries'  farmers  are  also  cut,  says  trade  expert 
Dale  Hathaway  of  Consultants  International  Group.  As  part  of  the  deal 
to  cut  the  budget  deficit  now  being  negotiated  between  the  White 
House  and  Congress,  next  year's  budget  will  likely  cut  a  further  $2 
billion  to  $3  billion  from  this  year's  $11  billion  U.S.  farm  subsidy. 

Why,  then,  would  U.S.  farmers  be  supporting  the  Administration? 
Because,  according  to  a  joint  oecd  and  World  Bank  study,  world  food 
commodity  prices,  once  freed  from  the  depressing  effect  of  subsidies, 
would  rise — by  around  10%  for  grains,  25%  for  sugar,  up  to  30%  for 
meat  and  as  much  as  80%  or  more  for  dairy  products. 

The  biggest  gainers  would  be  European  and  Japanese  consumers.  U.S. 
consumers  would  also  gain,  though  to  a  much  lesser  degree.  Many 
American  farmers — those  in  the  beef,  pork,  and  grain  lines — would 
benefit,  as  would  around  40  food-exporting  countries,  notably  Austra- 
lia, New  Zealand,  Brazil,  Argentina  and  Thailand.  The  biggest  losers 
would  be  European  and  Japanese  farmers;  heavily  subsidized  U.S. 
dairy,  cotton,  sugar  and  peanut  farmers;  and  less-developed  countries 
that  import  food. 

For  all  the  trade  rows  it  causes,  world  farm  trade  ($250  billion  in 
1987)  is  dwarfed  by  the  other  sectors.  World  trade  in  merchandise 
goods  is  around  $3  trillion,  and  in  services  (which  is  growing  five  times 
faster  than  trade  in  goods)  around  $600  billion.  The  U.S.  also  loses 
around  $60  billion  a  year  through  the  theft  of  intellectual  property  (in 
such  areas  as  pharmaceuticals,  fine  chemicals,  movies  and  textbooks). 

A  broadly  based  trade  agreement  in  gatt,  then,  is  clearly  a  prize  worth 
striving  for,  especially  as  the  price — reduced  subsidies  for  U.S.  farm- 
ers— is  one  that,  for  the  rest  of  the  economy,  is  more  gain  than  pain. 
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The  Forbes  Index 
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The  Forbes  Index  (1967  =  100) 


Current  197  8  * 

Previous  197  5 

Percent  change        0  2% 


•Preliminary 


76    77    78    79     80     81    '82     83    '84     85     86    '87     88    '89    '90 


The  rate  at  which  Americans  put  their  income  into  sav- 
ings reached  its  highest  level  since  1982.  While  personal 
income  was  up  0.4%  in  May,  consumers  saved  6.2%  of 
their  aftertax  income.  This  is  almost  twice  the  3.2% 
annual  savings  rate  in  1987.  At  the  same  time,  there  are 
signs  that  the  manufacturing  sector  is  rebounding.  During 
May  durable  goods  orders  shot  up  3.9%,  while  industrial 
production  increased  0.6%.  What's  weak?  The  housing 
sector:  New  housing  starts  are  up  1%  from  April,  but  this 
is  the  lowest  May  result  since  1982. 


other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

10.0% 

Auto  sales  year  to  date  vs.  1989' 

Ward's  Automotive 

-5.1% 

Index  o<  leading  indicators  May  vs.  April 

Dept  ol  Commerce 

0,8% 

Trade  balance  12  monttis  ended  April  1990 

Dept  ol  Commerce 

-$106  bil 

Producer  price  index  May  vs.  1989^ 

Oept  of  Labor 

3,1% 

GNP  1st  quarter  vs.  4tli — annualized  (rowtli 

Dept  ol  Commerce 

l,9%t 

NBER  Experimental  Recession  Index'' 

Natl  Bureau  ol  Economic  Research 

7.0% 

'U  S  ■  based  manutacturers.  excludes  imports,  as  ol  6/20/90 

^Finished  goods,  ^May  1990.  tRevised 

Index  Components 


The  Forbes  Index  is  a  measure  of  U.S  economic  activity 
composed  of  8  equally  weighted  elements  Total  industrial 
production,  new  claims  for  unemployment  compensation,  the 
cost  of  se.-vices  relative  to  all  consumer  prices,  new  housing 
starts,  total  retail  sales,  the  level  of  new  orders  for  durable 
goods  compared  with  manufacturers'  inventories,  personal 
income,  total  consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10  series  of 
U,S.  government  data  The  last  14  months'  data  for  each 
series  are  presented  below. 


Industrial  production  index  [\%i  =  lUUi 
seasonally  adjusted  (Federal  Reserve) 


340 

itUL 

310 

I^HH.-^^E 

I 

280 

J^^^l  p  1 

New  unemployment  claims  average  for  month 
(thousands)  seasonally  adjusted  (Dept.  of  Labor) 


Services 


Total  indei 


Consumer  price  indexes  (1982  84  average  =  100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


Inventories     ■  New  orders 


Manufacturers'  new  orders  and  inventories 

(Sbillions)  seasonally  adjusted  (Dept.  of  Commerce) 


IJU 

120     1^ 

90 

JLa 

% 

tin 

I    1 

H  1 II 

1    1   J 

n  1 II 

i^^ 

LIJJJ 

60  '-H|| 

New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Oept.  of  Commerce) 


2850 

2750 

..jA 

2650 

^..^11 

2550 

Mn      1 

Personal  income  (5>biiiioiij)  ■fi'^ig::  dua  sdidry  iii^uurse- 

ments,  seasonally  adjusted  (Dept.  of  Commerce) 

Retail  sales  (Sbillions) 

seasonally  adjusted  (Dept  ol  Commerce) 


730 


700 


670 


640  I-, 

Consumer  installment  credit  ($billions)  total, 
seasonally  adjusted  (Federal  Reserve) 


1  1  1 

A    M  J 
1989 

1     1     1     1     1     1     1     1     1     1     1 
J     ASONOJ     FMAM 
1990 

1     1     1 
A   IVI  J 
1989 

1     1     1     1     1     1     1     1     1     1     1 
J    ASONOJ    FMAM 
1990 

1     1     1 
A   M  J 
1989 

1     1     1     1     1     1     1     1     1     1     1 
J    A    S    0    N    D    J     F    M   A    M 
1990 
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Wealth  Crotion  and  Preservation 


/5  $  Reduce  your 
i  estate  tax  cost 
•'     up  to  90%. 


m     $  Pay  your  taxes 
5     at  10  to  30  cents 
1     on  the  dollar. 


I  $  Increase  your 

J  annual  $10,000 

;  tax-free  gifts 

;  to  $14)00^0. 


»  ^Create  and 

•  preserve  wealth 

^  for  children  and 

2  grandchildren. 


$  Increase 

your  charitable 

donations  at  no 
I 
I     additional  cost. 


SAVE  A 
FORTUNE 
ON  YOUR 

mm 

TAXES 

BARRY  KAYE 


REDUCE  YOUR  ESTATE  TM  COST  UP  TO  90% 

GUARANTEED* 

■^  Pay  your  taxes  at  10  to  30  cents  on  the  dollar.  *  Reduce  your  55%  estate 
tax  bracket  to  10%  or  less.  *  Increase  your  $600,000  estate  tax  exemption 
many  fold.  *  Increase  charitable  gifts  6  to  10  times  with  no  additional  outlay. 
*  Effective  reduction  subject  to  current  assumptions  and  other  requirements. 

Let  us  show  you  how  some  of  America's  richest  families  preserve  their  wealth. 

If  you  have  a  net  worth  of  over  $3  million  dollars,  call  for  detailed  inforynation  and 
our  brand  neu>  video  tape  —  'Save  A  Fortune  On  Your  Estate  Taxes" 

Barry  Kaye  Associates 

WEALTH  CREATION  CENTERS^' 

Toil-Free  Nationwide:  (800)  662-5433 
(213)  203-5433  FAX(213)  282-0775 

1840  Century  Park  East,  Los  Angeles,  CA  90067 


Barry  Kaye  -  Advisor  to  some 
of  America's  wealthiest  families. 


O  Barry  Kaye  Associates,  1990 


Available  now  at  fine  bookstores  everywhere  - 
Barry  Kaye's  new  book,  "Save  A  Fortune  On  Your  Estate  Taxes'! 
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Rob  Reiner.  Cardmember  since  1979. 


Membership 
Has  Its  Privileges. 


Don't  leave  home  without  it'. 

Call  l-8()0-THE  CARD  to  apply. 


Forbes 


While  we  toast  the  collapse  of  socialism,  our  own  economy  is  in 
far  from  perfect  shape.  Do  we  really  understand  why  socialism 
fails?  The  way  things  are  going,  we  dont  act  as  if  we  do. 


Too  early  for  a  party 


By  Susan  Lee 


WHAT  A  GRAND  PARTY.  Oh, 
sure,  there  are  a  few  no- 
shows  like  Cuba  and  North 
Korea,  but  almost  everyone  else  has 
come:  Here  are  Hungary,  Poland, 
Sweden  and  Brazil  all  wearmg  party 
hats  with  "I  am  a  capitalist"  slogans. 
And  such  a  feeling  of  amity!  Demo- 
crats and  Republicans,  conservatives 
and  liberals,  all  toasting  the  end  of 
communism.  It's  surely  a  sweet  mo- 
ment for  the  U.S.  as  the  leader  of  free- 
market  economies.  While  socialism 
was  crumbling,  the  U.S.  was  racking 
up  92  months  of  business  expansion 
with  high  employment,  low  inflation, 
and  a  stock  market  that  has  more 
than  doubled  in  value. 

But  hold  on.  If  we  expect  to  be  cele- 
brating the  triumph  of  capitalism  at 
the  end  of  this  decade,  we  should  cork 
the  champagne.  Every  party  has  a 
pooper,  and  this  one  is  no  exception — 
it's  us.  We  have  the  right  economic 
system,  but  we're  not  running  it  that 
well.  If  we  expect  to  be  a  beacon  for 
nations  emerging  from  the  darkness 
of  socialism,  we  had  better  start  man- 
aging our  own  affairs  better. 

In  the  U.S.,  economic  growth  has 
been  slowing.  Barry  Bosworth  of  the 
Brookings  Institution  says,  "The  de- 
efficiency  of  growth  will  be  the  prob- 
lem of  the  1990s."  He's  right.  Gross 
national  product  has  been  flagging 
since  1988;  indeed,  for  each  of  the  last 
two  quarters,  it  has  languished  at  un- 


der 2%.  Scarcely  enough  to  keep  up 
with  population  growth,  and  leaving 
nothing  to  raise  the  American  peo- 
ple's standard  of  living. 

Even  more  scary,  average  weekly 
earnings,  in  real  terms,  slipped 
throughout  the  1980s,  reflecting  the 
fact  that  growth  has  been  the  result 
more  of  an  expanding  work  force  than 
of  our  ability  to  work  better.  Put  it 
this  way:  If  our  standard  of  living  has 
improved  somewhat,  it  has  done  so 
mainly  because  more  people  are  pro- 
ducing, not  because  we,  as  individ- 
uals, are  producing  more. 

Clearly,  U.S.  economic  growth 
should — and  can — be  better  than  it  is. 
The  blunt  truth  is  that  the  U.S.  is 
suffering  a  milder  form  of  the  same 
confusion  that  has  decked  Eastern  Eu- 
rope and  Latin  America:  The  distinc- 
tion between  what  constitutes  a  pri- 
vate and  a  public  good  has  blurred, 
and  too  many  resources  are  being 
channeled  through  the  government. 
As  William  Niskanen  of  the  Cato  In- 
stitute says,  "The  federal  government 
is  getting  involved  in  things  that  were 
beyond  the  imagination  even  20  or  30 
years  ago."  A  society  that  lets  the 
government  provide  goods  and  ser- 
vices that  can  be  supplied  by  private 
business  is  dabbling  in  socialism. 
Since  socialism  doesn't  work,  why 
should  we  think  that  semi-socialism 
will  work? 

What's  the  distinction  between  a 
public  good  and  a  private  good?  A 
public  good  is  something  that  can  be 
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consumed  by  more  than  one  person 
and,  once  having  been  supphed  to  one 
person,  cannot  be  denied  to  another. 
National  defense  is  clearly  a  public 
good,  as  are  public  parks  and  street- 
lights. You  get  them  whether  you  pay 
lots  of  taxes  or  none  at  all.  Consider:  If 
you  install  a  streetlight  in  front  of 
your  home,  you  provide  illumination 
for  yourself  and  for  your  neighbors — 
but  at  your  expense.  You  can't  pre- 
vent people  from  benefiting  from  your 
streetlight,  but  you  can't  make  them 
pay  for  it. 

Thus,  it  makes  sense  for  the  govern- 
ment to  step  in  and  provide  such  illu- 
mination The  trouble  arises  w^hen 
government  makes  private  services 
and  goods  into  public  ones — for  in- 
stance, garbage  collection,  mail  deliv- 
ery, housing  and  education.  In  some 
cases,  even  things  like  roads  and  air- 
ports can  be  provided  by  the  private 
sector  more  efficiently  than  by  the 
government.  Indeed,  once  private 
goods  become  public  ones,  economic 
efficiency  suffers.  Why?  Because  it  al- 
most always  costs  the  government 
more  to  do  these  jobs.  Sometimes  the 
higher  cost  is  masked  by  government 


subsidy — as  with  the  New  York  City 
subways — but  from  the  economy's 
point  of  view,  the  subway  remains 
high-cost,  low-quality  transportation. 

Some  government  spending,  of 
course,  is  meant  to  be  not  economi- 
cally efficient  but  socially  desirable, 
such  as  transfer  programs  for  the  poor 
or  the  sick.  But  even  this  kind  of 
spending  can  be  misdirected  when  it 
has  the  indirect  effect  of  discouraging 
economic  activity — as  Social  Security 
discourages  capable  old  folks  from  re- 
entering the  labor  force. 

For  all  of  Ronald  Reagan's  efforts 
to  slow  the  growth  of  government 
spending,  the  federal  budget  has  kept 
swelling.  In  1982  dollars  it  was  $509 
billion  in  1970,  $699  billion  m  1980 
and  will  be  $912  billion  in  1990. 
Including  state  and  local  spending 
and  transfer  payments,  government 
accounted  for  34%  of  the  economy 
last  year.  This  is  much  too  high.  Yet 
Congress  and  most  local  govern- 
ments are  talking  more  about  raising 
taxes  these  days  than  they  are  talk- 
ing about  getting  the  state  out  of 
providing  private  goods. 

Beyond  its  direct  grabbing  of  re- 
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Tax-advantaged  ski  home  in  Aspen 
"We're  overhoused." 

sources  through  taxing  and  borrow- 
ing, government  in  the  U.S.  hinders 
economic  growth  in  other  ways.  Con- 
sider the  federal  government's  role  in 
the  three  sources  of  economic  growth: 
investment  in  physical  capital,  in- 
vestment in  human  capital  and  im- 
provements in  technology. 

Investment  in  physical  capital 

The  most  obvious  way  to  increase 
productivity,  or  the  one  that  leaps  im- 
mediately to  mind,  is  to  increase  in- 
vestment in  physical  capital — fac- 
tories, machines,  equipment.  Give 
people  better  factories  and  more  ma- 
chines, and  they  will  produce  more. 
Here,  the  record  is  mixed. 

The  so-so  news  is  that,  in  terms  of 
investment  in  capital,  our  rate  is  okay 
by  historical  standards  but  below  that 
of  other  nations.  Many  of  our  plants 
and  the  equipment  in  them  are  obso- 
lete compared  with  many  factories  in 
Western  Europe  and  Asia. 

The  good  news  is  that  the  1980s 
saw  the  highest  manufacturing  pro- 
ductivity in  the  postwar  period,  with 
gains  averaging  4.6%  annually  since 
1982.  Put  another  way,  there  was  a 
45%  increase  in  manufacturing  out- 
put while  employment  hardly 
changed.  That  qualifies  as  a  real  ex- 
plosion in  productivity. 

Yet  the  overall  productivity  record 
could  be  much  better.  The  most  pow- 
erful way  to  increase  the  rate  of  capi- 
tal formation  would  be  to  get  the  rate 
of  national  savings  up — that  would 
lower  the  cost  of  capital  to  industry 
and  make  it  more  profitable  for  busi- 
nesses to  invest  in  productivity-en- 
hancing machinery. 

How  to  do  this?  Lawrence  Lindsey 
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(Forbes,  Mar  5),  a  Harvard  professor 
who  now  works  in  the  White  House 
as  special  assistant  to  the  President 
for  poUcy  development,  says  the  sur- 
est way  to  boost  national  saving  "is 
for  government  to  cut  its  own  rate  of 
consumption.  Cutting  government 
spending  is  more  cost  effective  than 
changing  tax  laws,  pension  laws  or 
changing  the  incentive  to  save." 

Why?  Several  reasons.  With  the 
government  running  deficits,  it  must 
borrow  money  that  would  otherwise 
be  invested  by  business.  The  same  is 
true  with  corporate  income  taxes: 
A  dollar  taxed  away  from  gm  or 
IBM  is  a  dollar  less  for  reinvest- 
ment. So,  while  giving  people 
stronger  incentives  to  save,  like 
tax-advantaged  retirement  ac- 
counts, is  okay,  slowing  the  rate 
of  government  spending  achieves 
the  same  end  in  a  more  direct 
fashion.  (Hey!  Governors  Mario 
Cuomo  and  Jim  Florio,  put  down 
your  champagne  flutes  and  listen 
up:  If  it  is  productive  jobs  you 
want  for  your  states,  raising  taxes 
and  redistributing  income  won't 
get  them.) 

A  second  way  to  goose  invest- 
ment in  physical  capital  is  to 
make  sure  that  whatever  capital 
the  economy  has  is  allocated  to 
its  most  efficient  use.  As  Robert 
Lucas,  of  the  University  of  Chica- 
go, puts  it:  "The  tax  structure 
depresses  capital  accumulation 
below  what  it  ought  to  be."  With 
our  high  tax  rates  on  capital  gains 
and  the  double  taxation  of  divi- 
dends, money  that  might  flow  to 
investment  is  diverted. 

At  the  same  time,  our  tax  laws 
encourage  investment  in  hous- 
ing. No  question  that  good  hous- 
ing is  one  of  the  things  people 
prize  mightily,  and  no  question 
that  the  U.S.  is  the  best-housed  nation 
in  the  world.  But  why  continue  to 
encourage  spending  on  housing  by 
making  mortgage  interest,  especially 
on  second  homes,  tax  deductible?  The 
tax  money  forgone  by  the  government 
to  subsidize  private  housing  might 
better  be  used  to  give  tax  relief  to 
savings  and  investment.  Jobs  and  in- 
ternational competitiveness  ahead  of 
vacation  homes  and  gazebos. 

Says  Dale  Jorgenson,  economics 
professor  at  Harvard,  "If  we  are  going 
to  continue  plowing  half  of  our  tangi- 
ble asset  investment  into  the  house- 
hold sector,  which  is  what  we  are 
doing  now,  that's  just  going  to  be  a 
catastrophe.  Our  tax  structure  has  al- 
ready made  us  the  most  overhoused 
and  overautomobiled  country  in  the 
world."  One  small  example:  Just  con- 


sider the  condos  in  Aspen  or  Vail  that 
are  used  only  during  the  skiing  season 
and  the  second  cars  adorning  week- 
end homes  that  are  used  for  an  occa- 
sional trip  to  the  local  hardware  store. 
As  for  so-called  affordable  housing, 
most  potential  buyers  are  in  such  low 
tax  brackets  that  the  tax  subsidy  is  of 
limited  value. 

Changes  in  technology 

Technology  is  a  second  source  of  eco- 
nomic growth.  While  government 
funding  for  basic  research  is  a  necessi- 
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ty,  it  is  not  at  all  clear  that  govern- 
ment should  be  providing  money  for 
applied  research  and  development, 
such  as  high-definition  television  and 
Sematech.  "Government  should  not 
be  in  the  business  of  supporting  in- 
dustry-specific or  product-specific 
projects,"  says  John  Taylor,  Stanford 
professor  and  member  of  the  Council 
of  Economic  Advisers.  When  it  does, 
we  end  up  with  economic  disasters 
such  as  the  shale  oil  and  synthetic 
fuels  projects  that  emerged  from  the 
oil  crisis  of  the  mid-1970s. 

A  better  way  would  be  for  the  gov- 
ernment to  improve  the  legal  environ- 
ment to  create  incentives  for  risk-tak- 
ers. For  example,  the  government  can" 
provide  protection  of  intellectual 
property  rights  and  reform  product  li- 
ability laws.  And  it  can  provide  tort 


reform  that  would  prevent  greedy 
lawyers  from  crippling  innovation 
with  lawsuits. 

Investment  in  human  capital 

Investment  in  human  capital  is  the 
third  biggie  for  economic  growth. 
Studies  suggest  that  10%  to  15%  of 
economic  growth  after  1945  was  the 
result  of  improvements  in  education. 
Currently  the  U.S.  spends  more  than 
4%  of  GNP  on  elementary  and  second- 
ary schools  alone.  Nobody  can  say 
we're  starving  the  educational  sys- 
— »'"  tern.  But  that  money  isn't  spent 
wisely.  The  U.S.  hasn't,  for  exam- 
ple, been  able  in  the  past  decade 
to  raise  overall  high  school  com- 
pletion rates — a  frightening  fact 
for  an  economy  with  a  declining 
need  for  unskilled  workers.  In 
terms  of  per-pupil  expenditures 
(elementary  and  secondary 
schools),  the  U.S.  spends  more 
than  most  other  industrialized 
nations.  Yet  American  students 
do  worse  on  proficiency  exams. 

Few  people  would  argue  that 
education  should  be  entirely  pri- 
vatized, but  there  is  plenty  of  sup- 
port— outside  the  educational  es- 
tablishment, that  is — for  some 
kind  of  voucher  system.  As  Rob- 
ert Lucas  of  the  University  of 
Chicago  says:  "It  is  a  question  of 
whether  subsidies  are  going  to  go 
exclusively  to  government- 
owned  schools  or  to  parents  who 
then  have  the  choice  where  to 
spend  those  subsidies."  Lucas  is 
arguing  for  the  injection  of  a  bit  of 
market  discipline  into  a  system 
that  right  now  is  almost  free  of 
market  discipline. 

Under  the  voucher  system,  for 
example,  parents  would  receive 
money  in  the  form  of  vouchers  to 
—  buy  educational  services.  Parents 
would  decide  where  to  spend  their 
vouchers — where  their  kids  go  to 
school — just  as  they  decide  which 
grocery  store  to  shop  at.  Those 
schools  that  didn't  provide  services 
efficiently  and  satisfactorily  would  go 
out  of  business. 

There  is  one  area  that  is  clearly  a 
public  good  and  one  where  voters 
seem  to  be  demanding  increased  gov- 
ernment involvement:  cleaning  up 
the  environment. 

But  just  because  the  government  is 
called  upon  to  provide  a  healthier  en- 
vironment doesn't  let  it  off  the  hook 
of  creating  market-based  incentives 
for  the  private  sector  to  clean  up  the 
environment.  As  John  Taylor  of  the 
Council  of  Economic  Advisers  puts  it: 
"The  real  tradeoff  comes  in  making 
sure  we  don't  spend  a  lot  of  money  for 
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environmental  actions  that  result  in 
only  modest  improvements."  Or 
make  the  situation  worse:  Removing 
asbestos  from  schools  and  offices 
could  cost  as  much  as  $100  billion; 
yet  there  is  evidence  that  ripping  out 
asbestos  could  be  more  dangerous 
than  letting  it  remain. 

Here  is  where  the  real  problems 
start.  Not  only  is  it  difficult  to  mea- 
sure the  benefits  of,  say,  clean  air,  it  is 
almost  as  difficult,  it  seems,  to  mea- 
sure the  costs  of  getting  it.  The  Busi- 
ness Roundtable,  for  example,  esti- 
mates that  modifications  to  the  Clean 
Air  Act  could  cost  anywhere  from  $14 
billion  to  $104  billion  annually.  In 
Washington,  figures  range  from  $19 
billion  a  year  to  over  $50  billion. 

One  way  around  these  flabby  num- 
bers is  to  look  at  what  pollution  con- 
trols have  already  cost. 

According  to  a  study  done  by  Dale 
Jorgenson  and  Peter  Wilcoxen,  be- 
tween 1973  and  1985  the  long-term 
reduction  in  gnp  because  of  environ- 
mental regulations  was  2.59% — 
that's  about  $150  billion  a  year. 
"What  that  means,"  says  Jorgenson, 
"is  that  the  agencies  responsible  for 
environmental  regulation  are  pur- 
chasing services  for  us  collectively, 
namely  clean  air  and  water  and  a  non- 
toxic environment,  at  a  cost  equiva- 
lent to  10%  of  the  government  bud- 
get. It's  a  pretty  good-size  item."  And 
it's  going  to  get  bigger. 

How  do  you  use  the  market  to  get 
cleaner  air?  Consider  the  commend- 
able provision  of  the  new  Clean  Air 
Act  to  reduce  sulfur  dioxide  emis- 
sions from  utility  plants  by  using 
tradable-emission  allowances;  that  is, 
after  the  overall  level  of  pollution  is 
agreed  on,  utility  plants  will  receive 
emission  allowances — those  plants 
whose  pollution  is  below  their  allow- 
ance are  then  free  to  trade  their  excess 
permits  to  plants  whose  emissions  are 
above  the  allowance. 

Economists  are  wild  about  tradable 
permits  because  they  represent  a  mar- 
ket-based solution  to  the  problem  of 
how  to  make  sure  that  costs  are  mini- 
mized. Tradable  permits  are  an  ad- 
vance over  the  old  way  of  mandating 
environmental  cleanup  with  so-called 
command-and-control  regulation, 
which  is  inflexible. 

Indeed,  the  tradable-allowances  ap- 
proach should  mean  savings  of  at  least 
20%  annually — that's  many  billions 
of  dollars  over  the  next  two  decades — 
compared  with  command-and-con- 
trol regulation.  Trouble  is,  enviro- 
maniacs  aren't  hot  to  have  market 
forces  injected  into  the  clean  air  de- 
bate; their  concern  is  not  with  costs. 

No  one  argues  that  we  shouldn't 
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have  cleaner  air,  better  education  and 
strong  scientific  research.  The  ques- 
tion for  the  U.S.  for  the  1990s  is. 
Should  resources  be  channeled 
through  the  markets  for  these  pur- 
poses or  through  the  government? 
When  we  choose  the  government  we 
penalize  economic  growth.  Lawrence 


Lindsey  is  on  the  mark  when  he  says: 
"The  one  sure  way  we  have  of  increas- 
ing our  growth  rate,  our  standard  of 
living,  is  to  limit  government."  Now, 
if  Congress  could  get  this  message 
through  its  head,  then  we  could  really 
get  down  to  holding  a  joyful  wake 
over  the  death  of  socialism.  ■ 


Up,  up  go  the  prices  of  movie  tickets,  and 
up,  up  go  Hollywood's  revenues.  So  why 
are  the  big  theater  chains  doing  poorly? 

Squeezing 
the  customers 


By  Kathryn  Harris 


oviEGOERS  SPENT  a  rccord  $5 
billion  in  1989,  and  current 
box  office  revenue  is  ahead 
of  last  year's.  Yet  these  are  rocky 
times  for  the  four  national  movie  the- 
ater chains;  Some  margins  have  dete- 
riorated (see  chart,  p.  40),  and  three  are 
actually  shrinking  their  circuits. 

United  Artists  Entertainment  Co., 
the  nation's  largest  chain,  with  2,766 
screens,  plans  to  sell  or  shut  down 


17%  of  them,  amc  Entertainment 
Co.,  number  two  in  size,  and  Cineplex 
Odeon  Corp.  h?ve  closed  or  sold  mov- 
ie houses.  At  General  Cinema  Corp.'s 
theater  unit,  operating  income 
plunged  44%  last  year. 

How  can  it  be  that  movie  theaters 
are  taking  in  more  money  but  keeping 
less  of  it?  For  starters,  there  has  been 
no  increase  in  moviegoing.  The  high- 
er revenue  comes  from  higher  ticket 
prices.  About  1  billion  tickets  were 
sold  in  1970  and  about  1  billion  will 
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who's  making  it  in  the  movies 


National  theater  chains  have  seen  operating  cash  flow  margins  squeezed. 
But  strong  regionals  are  prospering  by  controlling  costs  and  cornering 
local  markets.  Margins  are  also  higher  if  theaters  are  owned,  not  leased. 
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be  sold  this  year.  Meantime  the  aver- 
age price  has  crept  up  from  $1.65  in 
1971  to  $4.1 1  in  1988  (the  most  recent 
data  available).  That  would  be  all 
right  if  the  movie  houses  were  pocket- 
ing the  full  price  increase.  They  are 
not.  The  movie  studios  are  grabbing 
the  lion's  share  of  it.  At  one  major 
studio,  an  executive  says  privately 
that  his  company  garnered  52%  of  the 
box  office  gross  from  its  films  in  1989, 
up  from  47%  in  1988.  You  want  to 
show  Days  of  Thunder  or  Dick  Tracy 
these  days,  you  pay  up. 

Some  theater  operators  have  been 
heavily  discounting  some  tickets  to 
get  more  customers,  but  Disney  and 
Paramount  are  imposing  per  capita 
minimums  on  film  rentals.  A  theater 
operator  is  still  free  to  give  the  cus- 
tomer a  break,  but  the  break  comes 
out  of  his  pocket,  not  Disney's. 

The  basic  problem  is  that  the  num- 
ber of  movie  screens  in  the  U.S.  in- 
creased dramatically  in  the  Eighties, 
from  17,675  in  1980  to  over  23,000  in 
1990.  This  has  increased  the  demand 
for  films  without  increasing  the  sup- 
ply, thereby  creating  something  of  a 
seller's  market  for  Hollywood. 

Several  smaller,  toughly  competi- 
tive theater  companies  have  managed 
to  buck  the  outgoing  tide  of  profitabil- 
ity. Last  year  962-screen  Carmike 
Cinemas  Inc.  (Forbes,  Aug.  22,  1988] 


increased  its  operating  cash  flow  as  a 
share  of  revenues  to  22.9%,  up  from 
20.5%,  while  net  income  rose  88%,  to 
$6.2  million.  The  secret?  The  Colum- 
bus, Ga. -based  chain  focuses  on  com- 
munities with  fewer  than  100,000 
people,  where  Carmike  is  often  the 
sole  or  dominant  player.  In  competi- 
tive situations,  the  moviemakers  can 
play  one  exhibitor  against  another.  In 
Carmike  communities,  they  do  busi- 
ness with  Carmike  or  don't  show 
their  wares. 

In  Milwaukee,  the  153-screen  Mar- 
cus Corp.  produced  even  higher  mar- 
gins from  its  movie  theater  division, 
reaching  26.5%  in  1989.  Marcus  owns 
its  real  estate,  as  do  two  other  shrewd 
regional  operators:  New  England's 
Sumner  Redstone,  who  owns  650- 
screen  National  Amusements  Inc., 
and  California's  Raymond  J.  Syufy, 
whose  Syufy  Enterprises  runs  335 
screens  in  five  western  states.  These 
operators  prefer  to  own  theater  sites, 
because  in  a  pinch  they  can  close  a 
moneylosing  movie  house.  If  they 
paid  rent,  they'd  be  stuck  with  a  long- 
term  lease. 

Studios  are  not  only  taking  more  of 
the  box  office  gross  but  also  are  telling 
theater  operators  how  to  run  their 
business.  Walt  Disney  Co.  and 
Warner  Bros.,  for  example,  have  de- 
cided they  don't  like  advertisements 


on  the  screen,  so  they've  banned  the 
practice  in  theaters  showing  their 
films.  Theater  operators  may  as  well 
kiss  the  ad  revenue  good-bye,  once 
existing  contracts  with  advertisers  ex- 
pire: It's  hard  to  buck  Warner  and 
Disney,  when  those  two  studios  ac- 
counted for  over  31%  of  the  1989  box 
office  gross,  with  hits  such  as  Batman 
and  Honey.  I  Shrunk  the  A7V/a: 

The  return  of  bidding  is  another 
indicator  of  Hollywood's  growing 
power  over  its  customers.  Disney, 
Warner,  and  to  a  lesser  extent  Univer- 
sal and  other  studios,  are  asking  the- 
ater operators  in  selected  markets  to 
submit  bids  for  individual  movies,  in 
hopes  of  extracting  the  very  best 
terms.  Very  different  from  during  the 
movie  glut  of  the  mid-1980s,  when 
major  Hollywood  studios  preferred 
"relationships"  with  theater  opera- 
tors who  tacitly  guaranteed  to  run 
most  of  a  supplier's  films. 

In  late  1988  the  United  Artists 
chain — with  10%  of  the  nation's 
screens — tried  to  fight  back.  It  refused 
to  bid  on  Disney  pictures  throughout 
most  of  1989.  ua  finally  made  peace, 
after  losing  Disney's  stellar  summer 
pictures.  Homy,  I  Shrunk  the  KicJs  and 
Dead  Poets  Societ}'. 

As  UA  learned,  there  is  no  magic  in 
owning  2,766  screens  if  they're  scat- 
tered over  39  states.  There  is  no  "bulk 
rate"  available  to  the  national  chain. 
The  so-called  Paramount  consent  de- 
crees, which  settled  federal  antitrust 
suits  brought  a  half-century  ago,  re- 
quire movie  distributors  to  sell  their 
films  on  a  theater-by-theater,  movie- 
by-movie  basis. 

In  practice,  negotiations  take  place 
city  by  city.  Which  helps  explain  why 
the  smaller  theater  chains  can  do  bet- 
ter than  the  big  ones.  Marcus,  in  its 
Milwaukee  stronghold,  for  example, 
wields  as  much  clout  at  the  bargain- 
ing table  as  United  Artists  does  in 
that  market.  And  in  smaller  cities, 
where  Marcus  is  the  sole  operator,  it 
can  dicker  quite  successfully  with  the 
biggest  Hollywood  studios,  keeping 
55%  or  more  of  the  box  office  gross. 

The  probability  is  that  Hollywood's 
greed  will  prove  self-defeating.  As  the 
number  of  movie  houses  shrinks,  the 
bidding  for  movies  will  become  less 
intense  and  some  of  the  balance  of 
power  will  shift  back  to  the  exhibi- 
tors. A  good  thing:  Studios  now  take 
in  more  money  from  sales  to  video,  tv 
and  overseas  markets  than  they  do 
from  American  movie  houses.  But  the 
leverage  in  these  newer  markets  is 
created  by  the  movies'  performance  at 
the  box  office.  As  in  any  industry,  the 
manufacturer  should  be  rooting  for 
the  health  of  all  of  its  retail  outlets.  ■ 
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Created  with  $10  billion  in  government 
subsidies,  Airbus  Industrie  seems  able  to 
stand  on  its  own  feet.  Be  warned,  Boeing. 

Talking  tough 


By  Howard  Banks 


Tl  YPicAL  OF  THE  Continent  on  the 
eve  of  1992,  Airbus  Industrie, 
the  European  civil  airliner  con- 
sortium, is  bursting  with  confidence. 
Orders  it  has  already  taken  will  en- 
sure that  by  1993-94  it  will  deliver  a 
40%  world  share  of  all  wide-body  air- 
liners. An  800-aircraft  backlog  puts  it 
on  track  to  grab  the  30%  share  of  the 
world  jet  airliner  market  that  was  the 
original  aim  of  the  founders  of  the 
European  project,  21  years  ago. 

The  giant  in  the  business,  Seattle- 
based  Boeing,  most  recently  has  felt 
forced  to  launch  its  new  twin-engined 
airliner,  the  777,  to  compete  with  the 
market  success  of  the  Airbus  A330 


(see  box,  p.  42).  Since  Boeing  has  60% 
of  the  world  jet  market  and  Airbus  is 
on  Its  way  to  30%,  there  are  slim 
pickings  for  the  rest,  most  notably 
hard-pressed  McDonnell  Douglas. 

The  market  has  become  so  strong 
that  Airbus  has  shaken  off  its  tradi- 
tional price  discounting  and  has  been 
slowly  pushing  up  prices  on  its  air- 
craft. Says  Airbus'  newly  reappointed 
managing  director,  Jean  Pierson,  49, 
"The  consortium  should  be  operating 
in  the  black  by  the  end  of  1993." 

Pierson  smiles.  He  is,  of  course,  not 
counting  the  billions — maybe  as 
much  as  $  1 0  billion — that  the  Europe- 
an governments  have  sunk  into  devel- 
oping the  company  and  its  products. 
This  was  pure  subsidy,  in  the  begin- 


Airbus  IndlutrK- 


ning  a  highly  political  make-work 
program  frankly  intended  to  reclaim 
part  of  the  jet  airliner  business  from 
the  Americans.  Pierson  is  talking 
only  about  operating  profit,  covering 
the  cost  of  current  production. 

Nevertheless,  Airbus  is  finally 
close  to  standing  on  its  own.  It  now 
offers  a  full  range  of  aircraft,  modeled 
after  Boeing's  "family"  concept.  Air- 
bus airliners  start  with  the  150-seat, 
single-aisle,  short-to-medium-range 
A320.  Next  comes  a  series  of  short-to- 
long-range,  twin-aisle,  twin-engine 
types  carrying  from  210  to  385  passen- 
gers up  to  5,000  miles.  Finally,  sched- 
uled to  fly  in  1992  is  a  very  long-range 
(8,500  miles)  four-engine  A340. 

The  consortium's  newfound 
strength  and  competitiveness  reflect  a 
new  feistiness  on  the  part  of  the  Euro- 
pean companies  that  are  partners  in 
Airbus.  West  Germany's  mbb,  with  a 
37.9%  share,  is  now  owned  by  pri- 
vate-sector Daimler-Benz.  British 
Aerospace  (20%  share)  was  privatized 
in  1981  and  is  turning  into  a  highly 
aggressive  company.  Even  French 
state-owned  Aerospatiale  (37.9% 
share)  is  now  embarked  on  its  own 
toughening  up  and  cost-cutting  drive 
and  is  talking  of  selling  part  of  its 
equity  to  its  workers,  (casa  of  Spain 
has  the  remaining  4.2%  stake  in  Air- 
bus Industrie.) 

One  result  of  all  this  is  that  devel- 
opment money  for  new  Airbus  pro- 
grams no  longer  depends  on  govern- 
ment handouts.  The  $500  million  up- 
front cost  of  the  stretched  A321  now 

Mioui^infj,  director  Jean  Pierson 
Predicting  profits  by  1994. 


Front  fuselage  of  an  Airbus  A520  arriving  for  assembly  at  Toulouse 
Putting  planes  together  faster,  clieaper  and  with  more  flexibility. 


kichard  Kalvar/Magnuni 
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Boeing:  A  trit  vulnerable 


Boeing's  neuvst prq/ect.  the  ''^^ 
Paying  close  attention  to  Airbus 


Sometime  this  summer, 
Boeing  should  announce  the 
formal  launch  of  its  big  new  twin- 
engine  777  airliner.  Nonrecur- 
ring cost,  including  the  needed 
new  factory  at  Boeing's  Everett, 
Wash,  plant,  where  the  747  jum- 
bo is  built:  close  to  $4  billion.  The 
777  is  a  direct  response  to  Airbus. 
Without  it,  concedes  Philip  Con- 
dit,  executive  vice  president  of 
Boeing's  Commercial  Airplane 
Group,  the  Seattle-based  giant  is 
a  "bit  vulnerable"  to  Airbus. 
"But  with  the  777  we  will  have  a  family  of  good  products 
in  each  market  segment,"  he  says. 

What  has  been  emerging  as  a  significant  gap  in 
Boeing's  fight  with  Airbus  is  a  replacement  for  the 
nearly  700  DC-lOs  and  Lockheed  101  Is  now  in  service. 
This  is  a  market  segment  that  Airbus  has  had  more  or 
less  to  itself.  Its  A330  twin-engine  and  long-range  A340 
four-engine  designs  have  accumulated  nearly  200  or- 
ders between  them,  even  though  the  first,  the  A340, 
won't  fly  until  1992. 

The  first  customer  for  Boeing's  777  could  be  United 
Airlines,  where  management  is  anxious  to  place  the 
order  before  the  proposed  union-led  buyout  is  complet- 
ed, to  set  in  concrete  their  ideas  for  the  future  develop- 
ment of  the  airline.  Unlikely  a  prospect  as  it  may 
sound,  the  participating  unions  are  asking  Boeing  (and 
enginemaker  ge)  to  cough  up  some  of  the  buyout  fi- 
nance, as  a  quid  pro  quo  for  the  business.  Among  others, 
American  Airlines,  British  Airways,  Delta,  All  Nippon 
Airways  and  Qantas  are  also  preparing  to  order. 

Boeing  wants  to  avoid  being  seen  as  offering  a  "me 
too"  counter  to  Airbus.  So  the  777  will  have  a  bit  fatter 
fuselage,  to  allow  more  internal  room,  especially  for 
business-class  seats.  It  will  have  two  versions,  one 
offering  a  range  of  more  than  7,000  miles.  For  airlines 
like   American,    concerned   about   gate   space,    there 


will  be  a  version  with  folding 
wingtips — yes,  seriously — even 
though  this  adds  2  tons  to  the 
weight  and  $4  million  to  the 
cost  (Forbes, ./;//)■  24.  1989). 

The  777  will  also  offer  a  dis- 
tinctly different  version  of  Air- 
bus' fly-by-wire  electronics  for 
the  cockpit.  A  highly  technical, 
but  crucial,  marketing  fight  is 
developing  here  between  the 
two  manufacturers.  Airbus  has 
a  pure  form  of  so-called  fly-by- 
wire  controls  (a  form  of  comput- 
er control  through  which  the  pilot  flies  the  aircraft), 
designed  to  prevent  a  pilot  from  making  a  maneuver 
that  threatens  the  safety  of  the  plane.  Initial  investiga- 
tions suggest,  however,  that  by  wrongly  setting  the 
computers,  an  Indian  Airlines'  crew  flew  their  A320 
into  the  ground  in  February,  killing  93. 

An  added  complication:  In  new-design  Airbus  cock- 
pits, the  usual  control  column  and  wheel  are  not  in 
front  of  the  pilots.  Instead  there  are  sidesticks,  which 
the  pilot  in  the  left  seat  (the  captain)  uses  with  his  left 
hand  and  the  copilot  in  the  right  seat  with  his  right 
hand.  When  one  pilot  moves  his  sidestick,  the  other 
pilot's  stick  stays  still.  Similarly,  the  throttles  do  not 
react  to  computer-driven  changes  to  the  engines. 
Boeing  argues  that  this  might  reduce  visual  cues  for  the 
pilots,  who  could  therefore  become  disoriented  in 
flight. 

Boeing,  by  contrast,  is  making  a  big  deal  of  the  fact 
that  the  new  777  will  have  a  more  traditional  cockpit, 
with  moving  throttles  and  control  wheels  that  move 
together,  even  though  these  add  weight  and  cost. 

Is  Boeing  nervous  about  Airbus'  recent  successes? 
"Our  nerve  endings  are  not  overly  sensitive,"  Boeing's 
Condit  says.  Airbus  Industrie's  successes  "do  not  cause 
me  to  fall  on  the  floor."  Maybe  Boeing's  not  falling'on 
the  floor,  but  it's  sure  paying  attention. — H.B. 


in  development  was,  for  instance, 
raised  by  the  partners  on  their  own. 
Last  month  the  European  Communi- 
ty, bowing  to  U.S.  pressure  in  the 
GATT  negotiations  over  aircraft  subsi- 
dies, offered  to  end  production  subsi- 
dies for  Airbus. 

The  latter  isn't  much  of  a  conces- 
sion, considering  that  Airbus  proba- 
bly no  longer  is  in  such  need  of  the 
handouts.  It  has  just  ridden  out  a  four- 
month  strike  at  the  British  Aerospace 
plant  that  makes  the  wings  for  all 
Airbuses.  This  cut  planned  deliveries 
in  1989  from  138  aircraft  to  105  and, 
says  Jean  Pierson,  cost  the  company 
$180  million  to  $200  million  in  oper- 
ating profit.  It  was  a  strike  the  compa- 
ny could  ill  afford  in  the  past.  When  it 
ended,  Airbus  announced  that  it  is 
increasing  production  rates  to  around 
180  a  year,  an  all  time  high,  and  that 
deliveries  should  be  back  to  normal 
some  time  in  1991. 


Airbus  is  also  taking  unusually 
calmly  the  publicly  announced  plans 
of  Indian  Airlines,  following  a  crash, 
to  dump  its  existing  fleet  of  A320s. 
The  crash,  it  seems  from  initial  inves- 
tigations, was  caused  by  pilot  error. 
But  quiet  sniping  from  U.S.  sources 
hints  that  the  complexity  of  the  so- 
called  fly-by-wire  cockpit  system  of 
the  A320  might  have  contributed.  (In 
a  fly-by-wire  system  the  pilots  control 
the  aircraft  via  computers,  instead  of 
directly  through  pulleys  and  wires 
that  actuate  hydraulic  rams  on  the 
aircraft's  control  surfaces  on  the 
wings  and  tail  plane.)  Boeing  has  cho- 
sen a  different  version  of  this  technol- 
ogy for  its  new  777. 

The  Airbus  fly-by-wire  cockpit  is 
an  example  of  Airbus'  willingness  to 
push  the  latest  technology  further 
than  its  U.S.  rivals.  This  willingness 
has  also  produced  a  new  modular  as- 
sembly    technique,     which     Airbus 


claims  is  more  efficient.  It  is  to  be 
used  to  build  two  new  related  planes, 
the  twin-engine  A330  and  the  four- 
engine  A340,  on  a  common  assembly 
line,  where  most  of  the  detailed  work 
will  be  done  in  a  dock,  with  the  air- 
craft stationary.  This  breaks  with  the 
conventional  Henry  Ford-like  system, 
where  the  aircraft  moves  down  the 
line  at  each  stage  of  assembly. 

The  major  plane  components — the 
wings,  fuselage  sections  and  tail  sur- 
faces— are  made  in  the  partners'  fac- 
tories and  shipped  by  air  to  Toulouse. 
In  a  much  more  automated  process 
than  is  common  today,  the  major  ele- 
ments of  the  aircraft  will  be  bolted 
together  into  a  plane  that  can  be 
moved  on  its  own  wheels,  though 
without  engines.  The  plane  will  then 
proceed  to  a  nearby  bay,  where  it  will 
stay  until  all  system  tests  and  the 
remaining  structural  assembly  have 
been   completed.   The   workers   will 
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FENDI 

The  tofest  Roman  JUasterpiece 


Swiss  Made  Timepieces  From  $250  to  $750  •  Water  Resistant  to  5ArM  (i65ft)  •  Quartz 

ABRAHAM  &  STRAUS  •  BARCLAY  •  BLOOMINGDALE'S  •  BULLOCK'S  •  BULLOCK'S  WILSHIRE  •  DAYTON'S  •  DILLARD'S  •  EATON'S  •  EMPORIUM  •  FENDI  BOUTIQUES— 
NEW  YORK,  BAL  HARBOUR,  HOUSTON  •  FILENE'S  •  FOLEY'S  •  G.  FOX  •  HECHT'S  •  HENRY  BIRKS  &  SONS— CANADA  •  HIGBEE'S  •  HOLT  RENFREW  •  HUDSON'S  ■ 
I  MAGNIN  •  JENSS  •  JOHN  WANAMAKER  •  JONES  &  JONES  •  JORDAN  MARSH  •  KAUFMANN'S  •  KENJO  •  LAZARUS  •  LIBERTY  HOUSE  •  LIHMAN  •  LORD  &  TAYLOR ' 
MAAS  BROTHERS  •  MACYS  •  MAISON  BUNCHE  •  MARSHALL  FIELD  •  MAY  D&F  •  MEIER  &  FRANK  •  REEDS  •  RICH'S  •  ROBINSON'S  •  SAKS  FIFTH  AVENUE  •  SIBLEY'S  < 
STRAWBRIDGE  &  CLOTHIER  •  THALHIMERS  •  VON  MAUR  •  WOODWARD  &  LOTHROP 
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move  to  the  plane,  rather  than  the 
other  way  around.  And  they  will  work 
on  either  type,  interchangeably. 

This  innovative  process  has  three 
key  results:  It  cuts  the  assembly  cycle 
time  by  about  20% ;  it  increases  man- 
ufacturing flexibility;  and,  finally,  as  a 
consequence  cuts  the  cost  of  the  final 
aircraft.  The  new  assembly  line,  for 
instance,  allows  changes  much  later 
in  production — between  the  two 
types  of  aircraft,  the  A330  and  A340, 
as  well  as  between  the  widely  differ- 
ent interiors  required  by  different  air- 
lines— than  on  a  conventional  line. 
"We  are  not  Boeing.  They  are  so  big 
they  can  resist  airline  pressure  for  late 
changes.  We  carmot,"  says  Claude 
Terrazzoni,  executive  vice  president 
of  Aerospatiale,  which  spearheaded 
the  new  manufacturing  technique. 

The  next  major  step,  Pierson  says, 
will  be  to  change  the  corporate  struc- 
ture, to  make  Airbus  more  like  a  nor- 
mal company  better  able  to  attract 
private  investment  capital  on  its  own. 
It  was  born,  for  instance,  as  a  peculiar 
French  creation,  called  a  Groupement 
Interet  Economique,  which  has  insu- 
lated it  from  normal  requirements 
such  as  publishing  any  kind  of  finan- 
cial statements.  There  are  problems 
converting  it  to  a  normal  public  limit- 
ed company,  though,  explains  Pier- 
son,  however  attractive  that  might  be 
in  theory.  Airbus  itself  owns  none  of 
the  assets,  the  factories  or  the  ma- 
chine tools  used  to  produce  its  planes. 
They  belong  to  the  partners  and,  in 
many  cases,  are  not  used  exclusively 
for  the  Airbus  program. 

One  possibility,  however,  might 
eventually  be  to  issue  stock  in  Airbus, 
with  a  majority  going  to  the  partners 
according  to  their  share  of  the  pro- 
gram. The  remainder  could  be  sold,  to 
workers  and  on  the  market.  Pierson 
thinks  that  would  open  Airbus  ac- 
counts to  greater  scrutiny  and  that  it 
could  lead  to  much  more  open — and 
competitive — bidding  for  work  be- 
tween the  partners,  instead  of  the 
work  allocation  that  now  occurs. 

Would  Airbus  stock  be  a  good  in- 
vestment? Much,  of  course,  depends 
on  the  price,  but  it  has  its  potential 
appeal.  A  massive  market  for  civilian 
airliners  exists.  Airbus  has  technol- 
ogy as  good  as  its  American  rivals'  and 
is  being  run  by  a  new  generation  of 
combative  bosses.  Typical  is  Richard 
Evans,  48,  chief  executive  of  partner 
British  Aerospace,  who  says:  "Airbus 
is  going  to  attack  the  Americans,  in- 
cluding Boeing,  until  they  bleed  and 
scream.  And  we  are  going  to  make  a 
lot  of  money  in  the  process."  Its  exec- 
utives wouldn't  have  talked  that  way 
a  half -decade  ago.  ■ 


44 


As  many  of  the  leveraged  buyout  deals  put  -.r 
together  by  financiers  are  hitting  the  walls,  l 
a  deal  put  together  by  managers  is  hitting  P 
new  levels  of  prosperity. 

A  buyout 
that  worked 


By  James  Cook 


JOSEPH  Neubauer,  who  in  late 
1984  led  the  insider  buyout  of 
what  is  now  Philadelphia's  ara 
Group,  Inc.,  works  alongside  some  de- 
manding employees.  "One  manager 
who  just  bought  mto  the  company 
came  up  to  me  a  while  back,"  relates 
Neubauer,  "and  he  pointed  a  finger 
right  at  me  and  said,  'Mr.  Neubauer, 
you  better  not  screw  it  up.'  " 

The  admonition  is  both  an  indica- 
tor of  why  ARA  is  so  successful  and  a 
reminder  of  how  far  the  company  has 
come  in  five  years.  When  Neubauer 
and  61  other  managers  closed  the 
buyout  in  December  1984,  ara  had 
bought  in  its  12  million  outstanding 
shares  for  $917  million  in  cash.  The 
recapitalized  company's  debt  came  to 
a  breathtakmg  $1.2  billion,  teetering 
on  a  $100  million  pinpoint  of  equity. 

But  there  was  hidden  stability,  too. 


Primary  in  this  regard  was  the  desire 
to  succeed  brought  to  their  jobs  by 
ara's  new  manager-owners.  Says 
Neubauer,  now  48,  who  had  been 
head  of  a  division  of  PepsiCo's  Wilson 
Sporting  Goods  before  he  joined  ara 
in  1979  as  chief  financial  officer: 
"This  wasn't  a  conventional  lbo.  We 
didn't  want  to  trade  public  ownership 
for  financial  ownership.  This  was  a 
management  buyout." 

And  so  it  was.  Altogether,  75%  of 
the  equity  came  from  outside  the 
company,  from  institutional  inves- 
tors and  from  interested  suppliers  like 
soft  drink  companies.  But  no  individ- 
ual outsider  got  more  than  6%  of  the 
stock.  The  largest  block  went  to  vari- 
ous company  insiders — to  members 
of  ara's  62-man  Executive  Corps 
(which  got  18%  of  the  equity)  and  to 
the  10,000  participants  in  its  employ- 
ee retirement  benefit  plan  (7%).  So, 
from  the  start,  25%  of  the  equity  was 


Sarah  Leen/Matnx 


ara's  Joseph  Neubauer  with  a  baker  at  an  ARA  cafeteria  in  Philadelphia 
"Mr.  Neubauer,  you  better  not  screw  it  tip." 
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Opportunity 
I  Found 

In  search  of  financial  security. 
Somewhere  amidst  the  rise 
and  fall  of  investment 
alternatives  there  exists  a 
steady  course,  but  how 
do  you  find  it?  At 
Van  Kampen  Merritt,  we 
believe  in  a  disciplined, 
prudent  approach.  We  call 
it  investing  with  a  sense 
of  direction. 

Our  innovative  investment 
products  are  created  with 
market  wisdom  and  carefully 
managed  to  help  put  you 
within  clear  view  of  your 
financial  goals. 

We  have  sponsored  over 
$21  billion  in  unit  trusts  and 
mutual  funds.  Whether  your 
objective  is  insured  tax-free 
income,  asset  management, 
municipal  or  even  health 
care  financing,  these 
products,  services  and 
programs  are  designed  to 
point  you  towards  a 
responsible  course.  And  as  a 
Xerox  Financial  Services 
Company,  we're  backed  by 
considerable  resources. 
Look  for  the  bright  light  of 
opportunity.  Look  to 
Van  Kampen  Merritt. 

For  more  information  on 
Van  Kampen  Merritt  invest- 
ment products,  including 
charges  and  expenses,  please 
contact  your  investment  repre- 
sentative for  a  prospectus.  Read 
it  carefully  before  you  invest  or 
send  money.  Or  call 
1-800-DIAL-VKMext.  1012. 
In  Georgia,  call 
1-800-633-2252  ext.  1012. 

Mutual  Funds,  Unit  Trusts, 
Mu n icipa land Hea Ith  Care 
Finance,  Capital  Markets, 
Asset  Management,  Precious 
Metals,  Xerox  Life  Products. 
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He  wrote  56  books,  vv| 

ed  his  country.  Not  bll 
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The  abihtv  to  do  more 

than  one  thin^  well  is  often 

the  diiierence  between 

competence  and  excellence. 

In  the  case  of  Winston 

Churchill,  it  was  the 

(liHerence  between 

excellence  and 

brilliance. 

As  a  war 
con'espondent 
he  won  renown 
for  his  courage 
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escaping  from  a  Boer  prison  camp  i 
South  Africa  and  crossing  300  mile 
of  enemy  territory.  As  an  outspoke 
Cabinet  Minister,  he  championed 
the  development  of  the  military  tanl 
As  a  historian  he  woi 
the  first  Nobel  pri/.e  for 
Literature  ever  aw^arded  foi  p 
the  quality  of  i\\^spokei  k 

word  as  w^ell  as  the 
written  word. 

As  a  politician  he 

personified  the  will  of  a 

nation,  leading  Britain 

to  her  finest  hour 
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the  Nobel  prize,  and 
for  an  amateur  painter. 


nl:  And  at  his  truest  love — painting — 
lb  talent  surprised  the  critics  and  his 
adscapes  were  hung  in 
e  prestigious  Royal 
cademy  of  Arts. 

Yet  it  wasn't  any  one 
i those  abilities,  but  all 
them  brought  together, 
at  made  Churchill 
!e  stuff  of  which  legends 
e  bom. 

And  if  you  understand 
»w  that  combination  of 
aly  remarkable  talents  can  lead  to 
cellence,  you'll  understand  the  vision 
BellSouth. 

Individually,  the  companies  of 
dlSouth  are  counted  among  the  best 
their  field.  And  when  brought 
ether  to  help  you,  they  can  provide 


Wrtising  Services 


integrated  solutions  to 
a  surprising  variety  of 
^^    problems, 
i^p  Senior  industry 

executives  named  BellSouth  the  most 
admired  telecommunications  company 
in  America  (or  the  past 
two  years  in  an  annual 
Fortune  maga/Jne  survey. 
Which  means  if  you're 
looking  at  your  own 
business  and  personal 
communications  needs, 
the  companies  of 
BellSouth  may  be  just 
the  kind  of  partner 
you're  looking  for. 
After  all,  when  i    ji 

vou  can  surround 
a  problem  with 
remarkable 
talent,  successful 
solutions  can't  be 
far 


HERE'S  HOW  THE  COMPANIES  OF 

BELLSOUTH  INTEGRATED  MANY  TALENTS 

TO  HELP  MULTILOCATION  BANKS. 

Developed  a  cash  management  service  utili/jng 
public  vidcotext  network  capahilitv. 

Assisted  in  acquisition,  implementation  and 
maintenance  of  advanced  technology  for  retail 
deliver\'  system  in  btvnch  locations. 

Integrated  automatic  number  identijication 
technology  allowing  customer  access  to  his  data- 
base records  through  bank-lxised  s\'Stems  integration 
software  focused  on  in-bound  telemarketing, 
customer  service  and  technical  support. 

Offered  I.  S44  megabit  data  transport  between 
large  banking  centers  and  headquarters  mainframe 
for  cost  effective  reliable  data  communications. 


away. 


BELLSOUTH 


Everything  You  Expect  From  A  Leader' 


Kuropean  style.  A  Uashington  tradition  Full 
health  club  facilities,  1-i  hour  concierge  and 
valet  ser\  ice,  multi-line  speaker  phones,  in 
the  heart  of  Viashinglon.  D.C  ,  at  Kith  and  M 
Streets 


The  Jefferson 

WASH  I  NCTON.  D.C. 


THE  JEFFERSON 

Al  loih  and  M  Streets  in  Washinnlon,  DC 
(800)368-5966     •     (202)347-2200 

HOTEL  MAISON  de  VILLE 

In  the  heart  ot  New  Orleans  French  Quarter 
(8001o3-)-lo00     •     (50)1 5oI-5858 

THE  LANCASTER 

In  Houston  s  Financial  &  Theattr  District 
(800)  231-0336     •     (7131  228-9500 

Lancaster  Group  Hotels 


MEMBERS  OF  SMALL  LUXURY  HOTELS  &  RESORTS 


held  inside  the  company,  in  contrast 
to  RjR  Nabisco  and  other  1980s-era 
Wall  Street  deals  in  which  outside 
financiers  took  the  lion's  share  of  the 
action,  spread  a  few  equity  crumbs 
among  the  company's  managers,  and 
walked  off  with  enormous  fees  and 
profits. 

It  also  helped  matters  that  ara's 
businesses  are  more  stable  than  most. 
From  its  mixture  of  food  services 
(60%  of  sales),  uniform  and  linen  rent- 
al (14%),  nursing  homes  and  child 
care  (17%),  and  magazine  and  book 
distribution  (9%),  ara  could  predict 
its  prospective  cash  flow  fairly  accu- 
rately. Thus,  despite  an  increase  of 
roughly  $100  million  in  its  mterest 
charges  as  a  result  of  the  buyout,  ara 
stayed  in  the  black  from  the  very  be- 
ginning. So  accurate  were  the  cash 
flow  projections,  in  fact,  that  within 
two  years  Neubauer  was 
able  to  reduce  ara's  debt 
by  $200  million — without 
sacrificing  its  capital  pro- 
gram or  selling  off  any  of 
its  core  operations. 

"We  did  not  want  to 
dismember  the  compa- 
ny," Neubauer  says,  "and 
we  didn't  have  to."  Neu- 
bauer did,  however,  re- 
move some  gangrene.  He 
sold  a  trucking  business, 
for  example,  which  was 
losing  $20  million  a  year. 
But  that  would  have  gone 
anyway. 

He  also  cut  the  number 
of  nursing  homes  by  20% 

in  five  years.  "We've  been    

trimming  around  the  edges,"  Neu- 
bauer says.  "We  can  reduce  volume 
and  improve  profitability  by  getting 
rid  of  marginal  assets." 

As  ara's  operating  margins  began 
to  rise  (they  have  widened  from  8.6% 
to  10,6%  today),  Neubauer  concluded 
that  ARA  had  better  things  to  do  with 
its  financial  resources  than  reducing 
its  debt.  He  began  borrowing  again  in 
order  to  expand  the  company.  In  two 
years  he  laid  out  nearly  $400  million 
on  a  half-dozen  major  acquisitions  to 
strengthen  its  basic  food  service,  lin- 
en rental  and  day  care  businesses. 

At  the  same  time,  Neubauer  accel- 
erated ara's  growth  by  taking  over 
businesses  its  new  customers  had  pre- 
viously operated  themselves — a  $16 
million  food  service  contract  with  the 
University  of  Virginia,  for  example, 
and  a  $24  million  contract  to  feed 
105,000  schoolchildren  in  the  Duval 
County,  Fla.  school  system. 

As  the  acquisitions  began  to  pay  off, 
the  debt  underlying  the  company  be- 
came more  and  more  manageable.  To- 


ARA  distribution 

Cashflow 

stabUity. 
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tal  debt  still  runs  around  $1.2  billion, 
as  it  did  when  the  buyout  took  place, 
but  sales  will  hit  $4.5  billion  this  fis- 
cal year,  while  earnings  before  inter- 
est and  taxes  will  go  from  $150  mil- 
lion to  $250  million. 

"We're  doing  $1  billion  more  busi- 
ness and  earning  $100  million  more 
than  we  did  the  day  we  took  the  com- 
pany private,  and  we've  done  that  on 
the  same  asset  base;  that's  what  our 
strategy  is  all  about,"  says  Neubauer, 
adding:  "High  debt  levels  are  not  what 
cause  corporate  problems.  It's  how 
you  manage  the  debt  and  the  busi- 
ness, and  the  ability  to  control  and 
live  with  debt  is  something  we 
worked  on  very,  very  hard." 

Determined  to  share  ara's  values 
with  the  people  who  were  actually 
creating  those  values,  Neubauer  in 
1988  bought  back  50%  of  the  stock 
held  by  outsiders;  they 
were  paid  $265  for  shares 
that  cost  them  $55  two 
years  earlier.  With  the  re- 
purchased equity,  he  be- 
gan widening  the  base  of 
managers  eligible  for  own- 
ership from  an  original  62 
to  over  300  in  1987  and 
nearly  900  this  year. 

As  inside  stockholders 
retire  or  leave  the  compa- 
ny, ARA  buys  them  out  at  a 
price  set  by  outside  ap- 
praisers. Last  year  that 
came  to  $18.50  a  share  on 
average,  this  year  to 
$22.50.  Not  bad  for  stock 
that  cost  the  original  in- 

vestors    $3.50    a   "share. 

Neubauer  owns  over  11%  of  ara's 
stock;  at  last  appraisal,  that  was 
worth  nearly  $35  million. 

Is  Neubauer  planning  to  take  the 
company  public  again?  He  vigorously 
denies  it,  insisting  that  the  company 
has  nothing  to  gain  from  tapping  new 
public  owners,  ara  has  no  trouble 
borrowing  money,  as  it  demonstrated 
in  April  with  a  $125  million  deben- 
ture offering.  Moreover,  Neubauer  fig- 
ures ara  can  cultivate  its  opportuni- 
ties better  in  private. 

Which,  after  all,  is  why  Neubauer 
engineered  the  buyout  in  the  first 
place.  "A  former  ara  chief  executive 
made  a  run  at  us,"  he  says,  "and 
though  he  eventually  went  away,  our 
stock  was  no  longer  in  very  safe 
hands,  so  we  decided  to  take  the  com- 
pany private." 

The  situation  today  could  not  be 
more  different.  "Inside  the  company," 
says  Neubauer,  "we  now  own  two- 
thirds  of  the  stock  and  over  92%  of 
the  voting  control,  so  we  are  indeed 
masters  of  our  destiny,"  ■ 
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Quality  Stationery  Papers 
from  Recycled  Stock 

'Resource'  Stationery  from  the 
Regal  Press  helps  save  America's 
precious  resources  and  reduces 
costly  waste  disposal  problems. 
And  just  as  important  to  corpora- 
tions, Regal  'Resource'™  stationery  is  printed  on 
Strathmore  Renewal"  recycled  paper,  a  premium 

grade  paper  that's  ideal  for 
all  types  of  printing  proc- 
esses, in  sheet  or  web  form. 
It's  made  by  Strathmore 
Paper  Company,  the  first 
name  in  quality  station- 
ery papers  for  close  to  one 
hundred  years. 


Resource  Stationery  is  printed  on  fine 
Strathmore  Renewal  paper,  ideal  for 
letterheads,  envelopes  &  business  cards 


FREE  Samples  Display  all 
types  of  Printing  Processes 

Call  toll  free  1-800-HI-REGAL 

and  ask  for  'Resource'.  You'll 
receive  a  booklet  with  different 
samples  of  Strathmore  Renewal"^ 
recycled  papers  &  samples  show- 
ing the  qualities  of  different  printing  processes,  in- 
cluding: Lithography,  Thermography,  Engraving, 
Foil  Stamping,  Embossing  &  Die-Cutting. 
Commitment  To  Art  &  Environment 
Regal  Press  has  made  a  major  commitment  to  help 
save  America's  environment.  'Resource'  Station- 
ery is  a  step  in  that  direction.  If  you'd  like  to  help, 
look  for  the  Recycle  Watermark  logo  on  'Resource' 
stationery  and  all  other  printed  pieces.  After  all,  it's 
good  that  Mother  Nature  likes  your  letterhead. 


Call  1-800-HI-REGAL 

for  samples  of  Resource  Stationery 

'WcR^al'J^ssInc. 

It's  not  just  a  letterhead.  It's  your  reputation. 

129  Guild  St.,  Norwood.  MA  02062  (617)  769-3900  •  West  Coast  facilities  1-800-447-3425 

Strathmore  Paper  Company  is  the  supplier  of  Regal  Press '  Resource '  Stationery  papers. 

Strathmore  Renewal  is  a  registered  trademark  of  Strathmore  Paper  Company,  Resource  is  a  trademark  of  the  Regal  Press,  Inc. 
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SPARCstatiori"  SLC.  By 
breaking  the  $5,000 
barrier,  it  turns  the  eco- 
nomics of  computing 
absolutely  upside  down. 
And  lets  you  give  your 
people  a  system  that 
runs  circles  around 
PCs  and  minicomputers 

Up  till  now,  for  this 
price  you'd  have  to 
settle  for  a  386  with 
one  or  two  little 
extras.  Or  a  share 

5j19W  Sun  Microsystems,  Inc  *Sun  Micrus 


of  a  minicomputer  Or 
maybe  an  X  terminal 
with  an  underpowered 
processor. 

But  now,  you  can 
give  everyone  a  high- 
performance  RISC  work- 
station for  the  same 
price.  Complete  with 
12.5  MIPS  of  process- 
ing power  The 
V  --'^UNIX* 

I^P    operating 
system. 


8  MB  of  memory.  Even  built-in  Ethem 
But  more  than  a  hot  machine,  you 
can  give  them  all  the  strategic  advan- 
tages that  come  with  our  SPARC" 
technology. 

First,  our  workstations  were  meani 
to  be  networked.  So  you  can  have 
whole  groups  working  on  the  same 
project.  In  perfect  synch.  And  every 
user  has  serious  processing  power. 
Right  at  the  desktop  level.  Second, 
there's  the  OPEN  LOOK "  user  inter- 
face. Which  lets  people  learn  to  use 
UNIX  in  no  time  flat.  Finally,  there's 


ot  Sun  Miciusystems,  Inc  SPARCsl 


,  SPARC,  and  SPARCw 


B  trademarks  of  Sun  Microsyslems.  Inc  OPEN  LOOK  is  a  trademark  of  AT&T  UNIX  is  a  registered 
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We  CAN. 


rnffvJIX  itself.  With  UNIX,  your  people 
n  create  applications  that  would  take 
ifetime  to  develop  any  other  way.  In 
:t,  there  are  over  2,000  SPARC  ware " 
■plications  that  are  ready  to  run 
;ht  now.  So  you  have  the  added 
vantage  of  choosing  the  world's 
•gest  standard  for  RISC/UNIX  soft- 
ire  compatibility. 
How  did  we  design  all  this  into  a 
,000  system?  Since  1982,  we've  built 
)thing  but  UNIX  workstations.  So 
2've  learned  a  few  things.  We  com- 
etely  eliminated  the  processor  box. 


By  building  the  electronics  into  the 
back  of  the  monitor  We  gave  it  a  high- 
resolution  monochrome  display.  And 
since  SR^RCstation  SLC  is  designed 
for  workgroups,  all  the  files  can  be 
stored  in  a  central  server.  Or  on  a  local 
disk,  if  you'd  rather 

For  a  lot  of  companies,  introducing 
a  machine  like  this  would  be  next  to 
impossible.  But  at  Sun,  it's  not  exactly 
our  first  breakthrough.  And  this  is  no 
announce-it-today,  ship-it-next-year 
product,  either.  SPARCstation  SLC  is 
available  in  quantity  today. 


SPARCstaHon  SLC.  If  you'd  like 
to  see  how  it  compares  to  every 
other  system  you  could  buy,  just  call 
1-800-624-8999  ext.  2066.  From  any- 
where in  the  U.S.  and  Canada.  And  get 
ready  to  move  your  people  a  quantum 
leap  ahead. 

Because  now  you  can. 


♦  sun 


microsystems 


mark  ot  AT&T  Fthemet  is  a  registered  trademark  of  Xerox  CoT?»>ration   'U  S  List  PnceQuanht\  I,  S4.W5  Includes  a  17-inch.  high-resulutiDi 


nixhrnme  display,  8  MB  of  r 


',  integral  Ethernet,  SCSI,  and  serial  interfaces,  and  the  Sun  Operating  Systci 


The  Up  &  Comers 


How  John  Everhart  combined  his  love  of  golf  with  his  experience 
in  the  direct  mail  insurance  business  to  hit  a  hole  in  one. 


The  best  of  both 
possible  worlds 


Clurk-s  ThaidKT 


By  Rita  Koselka 


John  Everhart  of  the  National  Hole  in  One  Association 
"I'm  just  an  insurance  guy  who  likes  to  play  golf.' 


Don't  read  this  story  if  you're 
an  avid  golfer  who  also  hap- 
pens to  be  a  smart  busi- 
nessman with  lots  of  opportunistic 
ideas:  It'll  make  you  mad.  Or  at  least  a 
little  envious. 

The  reason  is  that  John  Everhart, 
52,  an  avid  golfer  who  also  happens  to 
be  a  very  savvy  Dallas  insurance  exec- 
utive, has  come  up  with  a  double- 
eagle  idea  to  make  lots  of  money  out 
of  something  every  duffer  dreams 
about:  making  a  hole  in  one. 

Exploiting  direct  mail  marketing 
techniques  he'd  learned  creating  a 
successful  Dallas  insurance  agency 
that  specializes  in  niche  insurance, 
Everhart  has  built  a  thriving — and 
profitable — business  insuring  spon- 
sors of  hole-in-one  prizes  won  by  play- 
ers at  tournaments  at  local  country 
clubs  and  larger  fundraising  events. 

It  works  like  this:  Not  many  tour- 
nament sponsors  can  afford  to  give 
away  a  $50,000  Mercedes  or  an  $8,500 
Rolex  every  time  some  lucky  thrasher 
connects  on  an  extremely  unlikely 
shot.  So  Everhart  charges  the  sponsor 
or  organizer  a  premium  of  between 
2%  and  5%  of  the  prize  value. 

On,  say,  a  $40,000  car,  that's  about 
$1,600.  Since  the  odds  of  a  hole  in  one 
happening  are  pretty  low — about  1  in 
12,600 — Everhart  and  his  underwriter 
rarely  have  to  pay  out.  The  result  is 
that  over  the  last  eight  years,  of  about 
$18  million  in  premiums  he's  collect- 
ed, only  $8  million  has  been  paid  out 
in  claims.  Not  bad. 

Everhart's  success  is  a  classic  case 
of  applying  a  sort  of  keen-grasp-of- 
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Performance.  Consistenq^.  Stability. 


From  The  Power  Of  The  Pacific 


Three  essentials  for 
financial  success. 
Alone,  each  is  impres- 
sive, but  together  they 
speak  of  the  highest 
quality. 

The  quality  found  at 
Pacific  Financial 
Companies. 

Performance.  Our 
proven  performance 
places  us  among  the 
nation's  leading 
financial  institutions. 
With  innovative  pro- 
ducts and  insightful 
strategies. 

Consistency.  Growing 
w^ith  America  for  over 
120  years,  assets  under 
management  now  total 
over  $35  billion.  With 
more  than  $26  billion 
of  life  insurance  in 
force. 

Stability.  Secure  in 
the  ability  to  deliver 


tomorrow  on  what's 
invested  today  we've 
earned  the  industry's 
highest  ratings.*  Year 
after  year. 

In  Personal  Financia 
Services,  Employee 
Benefits,  and  Asset 
Management.  We 
provide  the  power  to 
manage  vour  future. 

Performance. 
Consistency  Stability 
Demand  it.  And  get  it 
from  Pacific  Financial 
Companies.  The  Power 
of  the  Pacific. 

Pacific  Mutual 


"Standard  &  Poors  AAA,  AM  Best  A+. 


Pacific  Financial 
companils 

THE  POWER  OF  THE  PACIFIC 
1  800  544-3600 

700  Newport  Center  Drive,  Newport  Beach,  CA  92660 


the-obvious  solution  to  a 
broad  need.  More  impor- 
tantly, he  did  it  on  a 
shoestring,  with  simple 
common  sense.  Buying 
some  mailing  lists.  Set- 
ting up  an  800-number. 
Offering  payment  by 
credit  card.  And  using 
nothing  more  exotic 
than  a  Compaq  comput- 
er with  a  special  pro- 
gram he  designed.  By 
plugging  in  things  like 
the  length  of  the  hole, 
the  number  and  ability 
of  the  golfers  and  the 
value  of  the  prize,  Ever- 
hart  can  give  sponsors  an 
instant  quote  on  what 
their  premium  will  be. 

It  all  began  in  1981, 
when  Everhart  was 
asked  to  work  on  the 
Men's  Golf  Associa 
tion's  Florida  Scramble 
tournament  for  Brook- 
haven,  his  local  country 
club.  The  tournament 
organizers  wanted  to  of- 
fer large  prizes  for  any 
holes-in-one  shot  on  the 
par-three  5th  hole.  But 
Everhart  couldn't  find  a 
sponsor  willing  to  lose 
something  as  valuable  as 
a  $20,000  car.  To  placate 
potential  sponsors,  he 
tried  to  insure  the  prize. 
But  the  only  insurance 
he  could  find  was 
through  Lloyd's  of  Lon- 
don at  about  10%  of  the 
prize's  value,  or  through 
a  shifty-looking  stock- 
broker willing  to  self-in- 
sure it  for  less.  Neither 

option    was    appealing,      

but  he  gambled  on  the  second.  Luck- 
ily, no  one  had  an  ace  that  day. 

This  year  his  National  Hole  in  One 
Association,  part  of  J. P.  Everhart  & 
Co.,  will  insure  15,000  tournaments. 
Recently  he  chipped  out  $108,000  for 
a  custom  Mercedes  won  at  Las  Vegas 
Indian  Wells  Country  Club  by  Chi 
Chi  Rodriguez,  a  player  on  the  Profes- 
sional Golf  Association  Senior  Tour 
(Rodriguez  later  donated  the  money 
to  a  children's  charity).  Even  with 
such  payouts,  the  business  is  lucra- 
tive. Everhart  doesn't  like  to  talk 
numbers,  but  Forbes  estimates  his 
earnings  are  about  $  1  million,  or  some 
20%  of  his  $5  million  in  revenues. 

Everhart  is  already  diversifying. 
Through  direct  mail,  he  sells  golf  mer- 
chandise, tournament  planning  and 
the  National  Hole  In  One  Associa- 


Cbi  Chi  Rodrigue/..  recent  winner  of  a  Mercedes  Hole  in  One  prize 
Making  money  on  go\fs  perfect  shot. 


tion,  a  club  of  sorts  where  an  ace 
shooter  can  register  and  swap  hole- 
hitting  tales  through  a  newsletter. 
He's  even  selling  rain  insurance.  The 
Junior  League  of  Shreveport,  La.  re- 
cently arranged  through  Everhart  to 
insure  their  annual  fundraiser  for 
$25,000.  There  was  a  $1,700  premi- 
um. And  a  deductible — 1  inch  of  rain 
per  12  hours.  It  didn't  rain. 

Everhart's  timing  couldn't  be  bet- 
ter, given  the  exploding  popularity  of 
golf.  There  are  over  13,000  golf 
courses,  and  the  National  Golf  Foun- 
dation says  the  number  of  people  who 
play  golf  has  almost  doubled  during 
the  decade,  to  25  million.  While  many' 
of  them  aren't  serious  golfers,  they  are 
still  eager  to  get  out  in  fundraising  or 
social  tournaments.  And  many  luxu- 
ry-product companies  are  eager  to  get 


Tom  nip.ice  FiKus  on  Spons 

their  well-heeled  atten- 
tion by  sponsoring 
prizes. 

Everhart  doesn't  self- 
insure,  but  buys  the 
prize  insurance  from 
Aetna,  charging  them  a 
commission.  Robert 

Ebersold,  the  Hartford- 
based  Aetna  assistant 
vice  president  who  got 
the  company  involved  in 
the  golf  program  and  is 
an  avid  golfer  himself, 
says,  "We  felt  fortunate 
that  we  met  John's  re- 
quirements." He  adds, 
"We've  been  tickled 
pink  with  the  way  it's 
going." 

Everhart's  parents  had 
their  own  insurance 
agency,  first  in  New 
York  and  later  in  Florida. 
After  spending  three 
years  at  the  University 
of  Florida,  Everhart 
loined  the  family  busi- 
ness in  1959,  but  his 
plans  took  a  dogleg 
when  his  parents  di- 
vorced two  years  later. 
Unwilling  to  take  sides 
in  their  battle  for  the 
business,  Everhart  de- 
cided to  leave  Florida 
and  move  to  Dallas,  a 
major  U.S.  center  for  in- 
surance companies. 
Within  a  few  weeks 
Everhart  got  a  job  with 
Aetna  in  their  commer- 
cial risk  business.  He 
spent  seven  years  learn- 
ing the  business  and 
making  local  contacts, 
and  he  earned  his  Char- 
tered  Property  &.  Casual- 
ty Underwriter  designation  before  go- 
ing off  to  form  his  own  agency  on 
April  Fools'  Day,  1970. 

After  several  years  of  scraping  by 
doing  standard  life  and  auto  insur- 
ance, Everhart  spotted  a  unique  and 
overlooked  opportunity.  In  1975  the 
state  of  Texas  was  raising  the  amount 
of  the  bond  notary  publics  had  to  post 
with  the  state.  That  bond,  which  pro- 
tected the  state  from  any  malfea- 
sance, was  provided  by  buying  insur- 
ance, and  its  cost  would  be  rising  as 
well.  It  was  a  measly  $10  at  that  time 
and  is  now  a  still  less-than-lofty  $50. 
Everhart  sensed  opportunity.  He 
knew  this  was  nothing  more  than  nui- 
sance business  for  a  big  insurance 
company  but  that  it  could  mean  a  lot 
to  him.  By  buying  a  list  of  all  the 
Dallas  County  notary  publics  from 
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Shell  never 
forget  your  fifth 

anniversary 

if  you  put 
a  little  reminder 

around  her 
finger. 


The  Diamond  Anniversary  Band. 
This  year,  tell  her  youd  marry  her  all  over  again. 

A  diamond  is  forever. 


&ted  retail  price  for  rings  $3,200-$3,700.  For  more  information,  call  800  922-9877. 


SINC:  1850 


rear  suspenaa 


It  N'oird  like  to  find  out  what  makes 
the  new  Aceord  ride  so  smoothly,  then  by 
all  means,  ha\  e  a  seat. 

ITie  seats  are  larger  in  front,  seulpted 
to  take  full  advantage  of  the  spaeious 
new  /\ecord/rhey  have  longer  eushions 
and  higher  seatbacks  for  a  more  natural 
driving  position. 

You  will  find  padded  side  bolsters 
and  an  adjustable  lumbar  support  on  EX 
models  that  help  you  relax  even  more. 

Ample  rear  seats  round  to  the  shape 
of  the  rieh  interior.  And  your  passengers. 
There  is  more  leg  and  foot  room,  too. 

rWi  %  IW  \jmncan  Ikmdj  \l..t(»(l..  Inc 


No  matter  where  you're  sitting,  the  rid( 
is  smoother  and  more  eomfortable. 

In  order  to  handle  the  increased  size 
of  the  new  Accord,  Hondas  four-wheel 
double  wishbone  suspension  system  has 
teen  appreciably  improved. 

The  advanced  design  calms  the  roac 
allowing  greater  suspension  travel  to 
soak  up  more  dips  and  bumps.  Througl 
the  curves,  the  Accord  stays  even. 

New  speed-sensitive  power  steering 
is  more  responsive.  It  automatically 
and  progressively  adjusts  the  amount  of 
assistance  needed  for  better  road  feel 


u 


dour 
system. 

Je  tnd  handling  at  all  speeds,  slow  or  fast. 
;  A  powerfijl  fuel-injected  engine 
juiets  vibrations.  Unicjue  balance  shafts 
ancel  inertial  forces  that  cause  other 
ngines  to  quiver  and  shake.  You'll  have 
3  drive  it  to  lielieve  it. 

4  To  that  end  we  invite  you  to  sit  back 
nd  enjoy.       HHEESJE! 

The  New  Accord 


I 


^ 


Reverso. 
Ahead  of  its  time  since  1931. 


Pure  art   deco 
lives  on   in  this 
uncommon 
timepiece   which 
has   been   hand- 
crafted  by 
our    master 
watchmakers 
for   more  than 
50   YEARS.      The 

REVERSIBLE     CASE 
IS     ABSOLUTELY 
UNIQUE.       An 
ENGRAVED     MONO- 
GRAM    MAKES     THE 
REVERSO    A    JEWEL 
OF    A    WATCH.        A 
CHERISHED     COL- 
LECTOR'S    ITEM 
SINCE     1931. 


tjAEGER-LEC0ULTRp> 


Another   unique 
timepiece   from 
Jaecer-Le- 
CouLTRE.  The 

FAMOUS    ATMOS 
CLOCK.    WHICH 
RUNS    ON     SLIGHT 
TEMPERATURE 
CHANCES    IN    THE 

AIR.   Almost 

perpetual 

motion! 


The  Reverso 
has  a  unique 
twist:      it  turns 
into  a  refined 
piece  of  jew- 
ELRY. 


■    BOSTON  -  Dorfman   •   Chicago  -  Watchworks 

Glendale  -   Eduard'S      Honolulu   -  Buoux 

•  La  Jolla  -  Little   Switzerland      long  island  -  Wallach   Sons 

.  Los  Angeles  -  Morgan   &   Co.,   Chong   Hing      Miami  -  Mayor's 

Minneapolis  -  Facets   Fine   Jewelry  •   Newport  Beach  -   Traditional   Jewelers 

■   New  York  -  Wempe   Jewelers      San  Francisco  -  Shreve   &   Co. 

St    Louis  -   GOODMAN 

Or 
Call   1-800-JLC-TIME 
For   Dealer   Nearest  You 
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the  county,  he  could  directly  target 
his  efforts. 

Everhart  went  over  to  his  old 
friends  at  Aetna,  where  he  negotiated 
a  50%  commission  instead  of  the  usu- 
al 30%.  Next  he  sent  out  his  letters, 
35,000  in  all.  He  received  orders  from 
4,200  notary  publics,  an  overwhelm- 
ing 12%  response  rate.  By  the  end  of 
the  following  year  he  had  bought  an 
early  Digital  Equipment  PDP-8  for 
what  seemed  an  exorbitant  $20,000  to 
automate  the  process.  He  now  has 
50,000  notary  publics  as  his  custom- 
ers and  has  added  merchandise — such 
as  the  stamps  and  record  books — to 
his  direct  mail  order  form. 

He  followed  a  similar  process  with 
bonds  for  Texas  used  car  salesmen 
also  required  by  the  state,  later  for 
hole-in-one  insurance  and  more  re- 
cently with  insurance  for  jet  skis. 

The  most  common  prixes 
are  cars  and  jewelry,  but 
Everhart  has  also  insured 
a  stallion,  a  crop  duster  and 
a  bulldozer. 


For  the  golf  insurance  he  was  able 
to  buy  the  1982  list  of  all  the  12,000 
golf  courses  from  the  National  Golf 
Foundation.  In  his  mailings  he  sug- 
gests hole-in-one  prizes  as  a  way  to 
generate  more  excitement  at  their  lo- 
cal tournaments,  heart-stopping  as 
they  already  are.  The  most  common 
prizes  are  cars  and  jewelry,  but  Ever- 
hart has  also  insured  an  Arabian  stal- 
lion, a  crop-duster  airplane  and  a 
bulldozer. 

Clearly,  prize  or  tournament  spon- 
sors such  as  Nissan's  Infiniti  car  divi- 
sion like  the  demographics  of  golfers. 
The  company's  early  ads  didn't  show 
the  car  at  all,  just  "rocks  and  wind," 
says  Jeff  Harris,  Infiniti's  regional 
marketing  manager.  "We  needed  to 
get  people  to  see  the  car."  Harris  has 
sponsored  about  50  tournaments  so 
far  this  year  and  buys  most  of  his 
insurance  from  Everhart.  Infiniti  pays 
about  $5  to  $6  a  head  premium  per 
tournament  player,  or  about  as  much 
as  some  direct  mail  pieces.  "And  we 
put  a  car  right  out  on  the  golf  course, 
where  they  can  climb  all  over  it  if 
they  want,"  Harris  says. 

Others  have  already  caught  on  to 
Everhart's  success.  At  least  two  other 
insurance  companies — Chubb  &.  Son 
and  Firemans  Fund — and  their  bro- 
kers now  offer  hole-in-one  insurance. 
But  Everhart  seems  to  have  main- 
tained his  lead.  And  he  clearly  enjoys 
what  he's  doing.  "I'm  just  an  insur- 
ance guy  who  likes  to  play  golf,"  he 
says.  "It's  the  best  of  both."   ■ 
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(  Durlcsv.  Gcursi.i  [)cp.irlfiicnl  o(  An  liiu-Ndnd  liivl<ir> 


Maybe  One  Reason  So  Many  Companies  Have  Come  To 
Georgia  Is  That  We^ve  Always  Made  It  So  Easy  To  Leave. 


Since  the  day's  of  the  pole  barges  and  the 
riverboats,  Georgia  has  been  in  the  business 
of  getting  people  and  products  where  they 
needed  to  go. 

It  was  from  here  that  the  first  transatlantic 
steamship  sailed  in  1819.  it  was  here,  not 
long  afterward,  that  America's  fir^t  railroad 
got  its  start. 

And  it's  here  that,  today,  you'll  find  the 
undisputed  transportation  center  of  the 
Southeast. 

Think  transportation,  of  course,  and  you 
think  immediately  of  Atlanta's  Hartsfield 
International  Airport.  As  the  worid's  largest 
hub  for  connecting  domestic  and  interna- 
tional flights,  it  allows  you  to  reach  some 


80%  of  the  U.S.  fx)f)ulati()n  in  two  hours 
or  k^.  And,  just  as  important,  it  allows  your 
own  people  to  reach  you  with  equal  ease. 

But,  as  it  happens,  there's  a  lot  more  to 
Georgia  than  Atlanta.  Nine  other  commer- 
cial airports,  for  iastance.  Two  mcxlenn 
deep-water  .seaports.  And,  even  (cxlay,  the 
most  extensive  rail  system  in  the  S(jutheast, 
crisscrossing  the  state  with  more  than  5,200 
miles  of  track  and  providing  expedited  inkT- 
modal  service  from  the  Port  of  Savannah  to 
Atlanta  and  beyond. 

All  things  considered,  it's  not  ,surfjri.sing 
that  Georgia  has  attracted  more  than  $23 
billion  in  new  indastnal  investment  since 
1970.  a  that  432  of  the  Fortune  500 


mainLiinolliccsherc. 

To  learn  more,  just  write  on  your  k-tter- 
head  or  send  your  business  card  k)  John 
Ba)thby,  Georgia  Department  of  Industry, 
Trade  &  T)uri.sm,  [)(>[)!.  FBS,  P.O.  Box 
1776,  Atlanta,  GA  30301.  Or  (all  us  al 
404-656-9306. 

You  II  find  that,  these  days,  Georgia's 
tran.sfX)rtation  system  make.s  il  even  easier 
k)  k'ave.  Which,  of  course,  makes  it  even 
more"  f)rofitable  to  slay. 

GEORGIA 

The  State  of  Business  Today 


The  Up  &  Coiners 


By  Richard  Phalon 


Lessons 


Lindal  Cedar  Homes  got  in  trouble  by 
getting  into  areas  where  it  didnt  have 
experience.  Now  it's  back  on  track. 


The  dangers 
of  diversifying 


ne  Liiuliil jciDiily  on  licLh 

"Dad  wanted  us  all  in  the  business  and  to  grow  with  it.' 


It's  one  of  the  oldest  lessons  in 
the  building  trade:  Not  everything 
that  looks  good  on  paper  neces- 
sarily squares  into  true  lines  and  tight 
joints.  Seattle's  Lindal  family  learned 
the  lesson,  but  only  after  consider- 
able pain. 

The  Lindals  run  Seattle-based  Lin- 
dal Cedar  Homes  (1989  revenues,  $50 
million)  and  own  some  60%  of  the 
public  company's  stock.  Starting  w^ith 
founder  and  chairman  Sir  Walter — the 
"Sir"  is  an  Anglicized  version  of 
"Skuly,"  his  Icelandic  first  name — 
the  family  has  been  in  the  pre-cut 
housing  business  for  almost  50  years. 

Until  fairly  recently  Lindal  was  a 
classic  small  company  success  story. 
It  continued  to  move  steadily  upmar- 
ket from  the  modest  log-cabin-type 
vacation  homes  of  its  post-World  War 
II  origins  to  beautifully  crafted,  pre- 
mium-priced primary  homes;  these 
now  account  for  about  75%  of  gross 
revenues.  All  the  while,  family  mem- 
bers were  trained  and  integrated  into 
all  phases  of  the  business. 

Thanks  to  shrewd  marketing  and  a 
carefully  cultivated  dealer  base,  sales 
more  than  tripled  between  1983  and 
1987,  to  $39  million,  while  net  in- 
come climbed  to  over  $2  million  from 
a  barely  break-even  $190,000.  During 
the  same  period  return  on  equity 
moved  to  28%  from  7%.  Lindal  com- 
mon, hard-hit  like  most  over-the- 
counter  stocks  in  the  1983-84  market 
break,  climbed  to  8%  from  a  low  of  %. 

But  two  years  ago  things  began  to 
fall  apart.  Two  1986  diversifications 
that  had  looked  great  on  paper — mak- 
ing hardwood  floors  and  pine  window 
frames — turned  out  to  be  disasters.  A 
lack  of  management  experience  in  the 
new  businesses  and  some  industry 
price-cutting  combined  to  send  prof- 
its tumbling. 

The  Lindals  realized  they  were  in 
over  their  heads  and  cut  back  the 
moneylosing  operations — but  not  be- 
fore the  stock  had  fallen  to  4.  The 
trauma  lasted  less  than  two  years, 
"but  it  seemed  like  forever,"  says 
Robert  Lindal,  42,  a  structural  engi- 
neer who  took  over  as  chief  executive 
nine  years  ago  after  stints  as  a  distrib- 
utor, production  manager  and  general 
manager.  "With  60%  of  the  company, 
we  were  feeling  a  lot  of  pain." 

That  the  Lindals  faced  up  to  their 
mistakes  and  moved  forcefully  to  cor- 
rect them  is  a  reflection  of  the  hands- 
on  management  style  of  Walter  Lin- 
dal, now  71,  and  his  four  children 
(three  sons  and  a  daughter),  all  of 
whom  began  working  for  the  compa- 
ny during  high  school  summer  vaca- 
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Hotels  8^  Resorts 


The  grandest  hotel  is  lecognized  in  the  smallest  details. 


Success  in  any  enterprise,  however  grand, 
depends  upon  the  specifics  of  its  execution. 
And  so,  in  the  world  of  Westin — from 
Houston  to  Hong  Kong,  Tulsa  to  Tokyo, 
Seattle  to  Sing-apore — our  people  render 
the  arts  of  personal  service 
with  a  subtle  eye  to  detail. 
And  travelers  look  forward 
to  an  experience' uniquely 
caring,  comtbnai)le,  civilized. 


ACAPUl.CX)  •  AII.AN  I A  •  BOSION  .  CAIXiARV  •  CANCL'N  •  CHICACU) 

CHICAGO  (OHARK)  •  CINCINNAII  •  DALLAS  •  l)tN\KR  •  l)t  IROIl  •  LDMONLON 

KLI'ASO.  K)RI  LAlUKKDAt  K  •  (.LA1)ALA|ARA  •  (.LA  I  KMALA  CI  n  •  IIILION 

HKAl)  ISLAM)  .  HONC.  KONC.  •  HOLSION  •  INDIANAPOLIS  •  IXIAI'A  •  KANSAS 

c:i  LV  .  KAUAI  •  KYOK)  •  LOS  AN(;KLKS  •  MANILA  •  MANZANILLO  •  MAUI 

MAZAII.AN  •  MFXICX)  CI  1  V  •  MON  IKRRKY  •  NAPLl'^S.  KL  •  NKW  ORLKANS 

NF.W  YORK  •  0RAN<;K  COLN  I  Y  •  ORLANDO  •  Ol  I AWA  •  PHOKNIX  •  PI  I  ISBL'RCill 

PLKRK)  VAI  lARIA  •  PUSAN  •  RANC:H( )  MIRAC.K  (PALM  SPRINC.S  ARI- A) 

SAI.I  II.I.O  •  SAN  LRANCISCO  •  SAN  FR.\NCIS(:0  AIRPORl  •  SAN  SALVADOR  •  SLAl  I  W 

SLOL'L  •  SHAN(;HAI  •  SINCAPORK  •  lOKYO  •  lORON  LO  •  lUCSON  •  I  LI.SA 

VAIL  •  VANCOUVER  •  WASHIN(;  ION,  D.C.  •  WINNIPW; 


Call  your  travel  consultant  or  800-228-3000. 

Earn pamts  luward exiitmg  Westm  vacatiims  byjomiyig  We'^tin  Premier, ourjrei/utiil 

guesl  program.  United  Airlines  Mileage  Plm.  Air  Canada  Aeroplan,  Morthwesl 

Airlines  WORLDPKRKS.  and  VSAir  Frequent  Traveler  members  earn  miles  ai 

participating  Westin  Hotels  <ir  Resorts. 


THE  WAY  TO  GET  AHEAD 


AT  THE  OFFICE 


IS  TO  STAY  AWAY 


FROM  THE  OFFICE 


Roa«.leri  Oigesi  is  a  registered frtfdcmart.  af  thcRcaJc^'';  ^%;iv<-t  Association,  Inc  OMPaih  is  a  trademark  ofIBM.©l*'90ROLM  Company. 


Its  not  that  were  cramped  for  space 
at  ROLM.  Very  simply,  we  be  - 
lieve  that  every  moment  our  field 
force  spends  in 
our  office  is  a 
moment  that  they 
could  be  spend- 
ing with  you. 
Learning  your 
business.  Asking 
questions.  Find- 
ing out  what  they 
need  to  know  to 
make  your  tele- 
communications 
system,  and  your 
company's  opera- 
tions, as  effective 
as  possible.  From 
combining  voice 

8:56  a.m.:  the  ROLM  representative  reporting  to  work 
and  data  facilities    ^^  READER'S  DIGEST  World  Headquarters. 


new  applications  like  CallPath.™ 
You  see,  at  ROLM  we  make  it 

our  business  to  know  yours.  And 

that's  something 
we  can't  do  sit- 
ting behind  a 
desk.  Or  stand- 
ing around  the 
coffee  machine. 
Which  means  as 
a  ROLM  cus- 
tomer, you'll  be 
seeing  a  lot  more 
of  our  people 
than  we  do.  And 
that's  fine  with 
us.  Because  we'll 
always  know  just 
where  to  find 
them.  And  so 
will  you.  For 


into  one  integrated  system  and  more  information,  please  call  us  at 

explaining  to  each  employee  exactly         1-800-624-8999  extension  235. 
how  to  use  it. To  improving  your 
call  center  productivity  through 


WE  ASK  BETTER  QUESTIONS. 
YOU  GET  BETTER  ANSWERS. 

An  IBM  and  Siemens  Company 


tions.  "Dad  wanted  us  all  in  the  busi- 
ness, and  he  wanted  us  to  grow  with 
it,"  says  son  Robert.  His  father  spends 
much  of  his  time  on  the  vital  business 
of  recruiting  dealers. 

That  blueprint  of  heavy  family  in- 
volvement had  been  taking  shape  ever 
since  Walter  got  out  of  the  Canadian 
army  in  1945.  An  ordnance  specialist, 
he  spent  most  of  the  war  years  in  the 
U.S.  and  Canada  testing  captured  ene- 
my weapons.  Among  other  things,  the 
travel  gave  Lindal  a  chance  to  check 
out  army  prefabrication  building 
methods — broadening  experience 
he'd  gained  earlier  working  for  an  un- 
cle in  the  lumber  business. 

Postwar,  Lmdal  set  up  shop  on  his 
own  in  Toronto,  studied  architecture 
at  the  University  of  Ottawa  part  time, 
and  got  one  of  his  first 
lessons  in  the  perversi- 
ties of  marketing.  "Dad 
always  jokes  that  To- 
ronto was  the  worst 
place  in  the  world  for 
anyone  who  wanted  to 
get  started  in  prefab 
frame  housing,"  says 
Robert.  "The  houses 
are  all  brick." 

There    was    another 
problem:  Lindal 

couldn't  get  enough  of 
the  right  grades  of  ce- 
dar he  needed  in  To- 
ronto at  favorable 
prices;  and  transporta- 
tion costs  limited  what 
had  now  become  a  bus- 
tling four-plant  business  to  a  shipping 
radius  of  around  300  miles.  Beyond 
that  radius,  shipping  costs  priced  Lin- 
dal out  of  the  market. 

In  1962  Lindal  solved  both  prob- 
lems in  one  stroke,  says  son  Robert, 
"by  putting  the  kids  in  the  Cadillac 
and  driving  cross-country  to  Vancou- 
ver." There  was  red  cedar  in  abun- 
dance, a  sawmill  to  be  built  on  Lin- 
dal's  expanding  asset  base,  and  lower- 
cost  long-haul  freight  advantages  to 
be  capitalized  on. 

The  company  moved  to  Seattle  in 
1966  to  get  closer  to  bustling  U.S. 
markets,  and  went  public  in  1971. 
Shortly  thereafter  it  started  moving 
its  product  line  upscale,  to  prefabri- 
cated houses  from  cabins.  The  kids 
started  coming  into  the  company  full 
time:  Robert  (operations),  Douglas 
(sales),  Bonnie  (marketing),  Martin 
(administration).  "We  all  gravitated  in 
the  direction  of  our  own  interests," 
says  Robert  Lindal. 

Any  M.B.A.  worth  his  casebook 
would  probably  have  endorsed  the 
twin  diversification  moves  the  Lindal 
board  (five  family  members,  five  out- 
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A  Lindal  Cedar  bot?je 
Not  modest  log  cabins 
anymore. 


siders)  approved  in  late  1986.  One  was 
a  decision  to  produce  oak  and  maple 
flooring — for  Lindal 's  home  packages 
and  for  sale  in  the  outside  market. 
"We  had  a  vacant  plant,  we  had  some 
equipment,  we  had  the  kilns,"  says 
Robert  Lindal.  "Hardwood  had  good 
margins  in  it.  It  looked  like  a  good 
way  to  build  volume  with  compara- 
tively little  investment." 

Much  the  same  rationale  was  be- 
hind the  second  decision:  to  expand 
into  pine  and  fir  window  frames  and 
pre-hung  doors  through  the  1986  ac- 
quisition of  WindowVisions,  Inc.  for 
about  $1.3  million.  The  company  had 
been  making  frames  for  Lindal,  so  the 
objective  was  "to  get  control  of  the 
supply  and  at  the  same  time  expand 
the  market,"  says  Lindal.  He  adds:  "It 
looked  like  a  good  fit. 
They  never  made  any 
money,  but  they  usual- 
ly broke  even,  so  we 
bought  It  for  book  val- 
ue. We  figured  we 
could  put  our  volume 
and  theirs  together, 
grow  it,  and  make 
money." 

But  soon  losses  be- 
gan to  pile  up  in  floor- 
ing, when  industry  ca- 
pacity multiplied  and 
prices  dropped  into  the 
basement.  Losses  piled 
up  in  windows  and 
doors,  too,  as  the  Lin- 
dals  were  drawn  into  a 

market      they      didn't 

have  the  experience  to  manage. 

So  a  company  that  earned  85  cents  a 
share  in  1987  netted  66  cents  a  share 
in  1988  and  only  37  cents  last  year. 
After  writeoffs  of  better  than 
$400,000  in  each  of  the  last  two  years, 
Robert  Lindal  says,  "all  of  the  bad 
news  we  can  see  is  out  of  the  way." 

The  hardwood  business  is  now 
gone — shut  down  in  January,  equip- 
ment and  inventory  liquidated  at  a 
loss.  Since  May  1989  the  window 
business  has  been  shrunk  to  about 
one-quarter  of  its  original  size,  with 
the  output  once  again  ticketed  mainly 
to  Lindal's  own  home  packages. 

Lindal  common  is  back  up  at 
around  8;  at  that  price,  the  family's 
holdings  are  worth  around  $12  mil- 
lion. The  rebound  appears  to  be  recog- 
nition of  the  Lindals'  refocusing  and 
the  continuing  growth  of  the  compa- 
ny's core  housing  business. 

All  of  which  goes  to  show  that  "log- 
ical" diversification  might  not  always 
be  the  best  course.  For  the  Lindals,  it 
certainly  wasn't.  Says  Robert  Lindal: 
"We've  got  to  stick  to  doing  what  we 
know  best."  ■ 
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International  guarantee. 
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Taxing  Matters 


Edited  by  Laura  Saunders 


Can  you  depreciate  a  recipe  for  pizza 
crust?  Corporate  acquisitOrs  are  attempt- 
ing jiASt  such  writeoffs.  The  Internal  Reve- 
nue Service  is  not  amused. 

A  little 
too  creative 


CALL  IT  THE  dumbbcll  deduc- 
tion. According  to  the  Internal 
Revenue  Service,  one  unidenti- 
fied media  firm  is  taking  tax  deduc- 
tions for  the  fact  that  its  competition 
isn't  very  smart.  Another  is  claiming 
deductions  because  its  market  is 
shrinking,  and  still  another  because 
its  market  is  growing  but  is  going  to 
level  off.  Other  firms  are  deducting 
such  things  as  a  pizza  crust  recipe  and 
the  business  advantage  of  having  a 
nonunion  work  force. 

Unhappily  for  the  tax 
collector,  courts  are  up- 
holding a  lot  of  the  deduc- 
tions. "In  both  dollars  and 
cases,  this  is  one  of  our 
biggest  issues,"  says  irs 
Chief  Counsel  Abraham 
(Hap)  Shashy. 

The  issue  here  is  what 
Shashy  calls  "creative  in- 
tangibles." Currently  the 
IRS  is  trying  to  disallow 
nearly  $9  billion  of  deduc- 
tions taken  by  hundreds 
of  companies  that  are  am- 
ortizing— gradually  writ- 
ing off — intangible  assets. 
Some  of  these  writeoffs 
are  legitimate.  The  irs,  for 
example,  would  not  chal- 
lenge a  deduction  for  a 
patent  or  a  copyright.  But 
a  pizza  recipe? 

Imaginative  deductions 
for  intangibles  tend  to 
arise  when  one  company 
buys  another.  That's  be- 
cause the  original  owner 
of  an  intangible  asset,  by 
and  large,  has  nothing  to 
amortize.  Any  costs  it  in- 


curred in  creating  the  asset  were  im- 
mediately expensed.  That  is,  it  has 
already  written  off  the  labor  costs  of 
creating  a  new  formula  for  pizza 
dough,  strengthening  a  baseball  team 
or  building  up  a  customer  base. 

The  trouble  comes  when  a  new 
owner  buys  the  pizza  company  or  ball 
club  or  whatever.  In  buying  the  com- 
pany, the  acquisitor  obviously  was 
buying  the  recipe  as  much  as  it  was 
buying  the  pizza  ovens  and  restaurant 
leases.  The  new  owner  wants  to  as- 


sign some  of  the  purchase  price  to 
intangible  assets  that  have  limited 
life  spans.  Then,  it  writes  off  that  part 
of  the  purchase  price  over  the  life  of 
the  asset.  The  irs  would  prefer  that 
any  part  of  the  purchase  price  that 
cannot  be  assigned  to  hard  assets — 
factories,  realty,  machinery — be  as- 
signed to  goodwill  or  going-concern 
value.  Under  U.S.  tax  law,  these  can 
never  be  written  off,  even  when  they 
are  dwindling  assets. 

The  situation  is  complicated  by  the 
blurring    line    these    days    between 
goodwill  and  other  intangibles  at  a 
time  when  service  businesses  now 
dominate  the  economy.   And  some 
businesses  have  intangibles  worth  far 
more  than  their  tangible  assets.  Look 
at  New  York  Stock  Exchange-listed 
United  Asset  Management,  a  Boston- 
based  holding  company  for   money 
management  firms.  When  this  com- 
pany acquires  smaller  money  man- 
agement firms,  it  acquires  next  to  no 
depreciable    hard    assets — perhaps    a 
few  desks  and  filing  cabinets.  What  is 
it  paying  millions  of  dollars  for,  then? 
The  IRS  might  like  to  believe  that  the 
acquired  asset  is  pure  goodwill.  But 
United  Asset  says  it's  buying  custom- 
er accounts,  and,  since  customers  are 
not  forever,  it  amortizes 
them  over  several  years. 
Without   the    tax   deduc- 
tions, the  $15  millibn  of 
net  earnings  the  firm  re- 
ported    to     shareholders 
could  have  been  halved. 
That's  because  customer 
accounts     likely     would 
still  have  had  to  be  rapidly 
amortized  for  shareholder 
reporting  purposes. 

The  rub  is  that  there  are 
no  clear  statutes  defining 
intangibles,  so  the  area  is 
"\  a  wild  and  woolly  frontier 

for  taxpayers.  To  qualify, 
notes  Lehman  Brothers 
tax  expert  Robert  Willens, 
an  asset  only  has  to  have  a 
definite  value  and  a  limit- 
ed useful  life  that  can  be 
estimated  fairly  accurate- 
ly. Some  intangibles  easi- 
ly qualify:  player  con- 
tracts, below-market 
leases  and  mortgage  ser- 
vicing contracts.  Then 
there  are  the  outrageous 
ones.  The  dumbbell  de- 
duction was  claimed  by  a 
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And  you  thought  your  teenagers  were  rough  on  a  car. 


Or 


me  of  the  reasons  a  Ran^e  Rover  with 
stands  the  rigors  of  normal  driving 
conditions  so  stupendously  is  that  it  was 
designed  to  withstand  the  rigors  of 
decidedly  abnormal  ones. 

The  sands  of  the  Sahara.  The  snows  of, 
Kilimanjaro.  Jungles.  Craters.  Mud-covered 
savannahs. 

With  a  unique  14  gauge  steel  chassis, 
Range  Rovers  not  only  get  through  mile 


after  mile  of  arduous  terrain,  the\'  get 
through  year  after  year  of  it. 

In  fact.  Range  Rovers  in  their  third 
decade  are  still  climbing,  wading  and 


iiiig 


GRANGE  ROVER 


generally  conquering  adversity  all  over 
the  world. 

So  if  the  idea  of  an  e.\tni\;igantly 
hi.xurious,  undauntaiih'  rugged  vehicle 
appeals  to  you,  call  ISOO  FINE  4WD 
for  the  name  of  a  dealer  near  you . 

It's  not  surprising  that  even  at  roughly 
838, OOO  many  people  consider  a  Range 
Rover  well  worth  the  price. 

It  is,  after  all,  a  jungle  out  there. 


When  we  developed  the  world's  fastest 
software,  we  had  other  speed  records  in  mind. 


Some  airplanes  now  on  the 
drawing  boards  are  so  fast,  our 
wind  tunnels  can't  blow  air  fast 
enough  to  test  them. 

So  in  order  to  support  the  design 
of  faster  jetliners,  we  recently  cre- 
ated the  world's  fastest  computer 


software.  It  will  help  us  better  sim- 
ulate ultra-high-speed  airflow.  And 
quickly  analyze  aircraft  parts  for 
better  efficiency  and  strength. 

On  a  Cray  supercomputer,  a 
Boeing  team  achieved  computing 
speeds  of  over  1.5  billion  calcula- 


tions per  second,  nearly  quadrulic] 
pling  previous  records.  Fast  enou^  ise 
to  earn  a  prestigious  Gordon  Be 
Award,  computing's  answer  to 
the  Oscar 

We  did  it  through  a  new  tech-fcc 
nique  called  parallel  processingjsn 


mp. 


hich  gets  the  computer  to  work 
|i  separate  parts  of  a  problem  at 
e  same  time,  assembly  line  fashion. 

Sound  complicated? 

How  does  it  sound  to  some- 
ly  close  a  deal  in  Japan  over  lunch, 
en  get  home  in  time  for  dinner? 


Mo  deposit 
great  returns. 


Planagement  Recruiters. 

Mo  excuses,  no  alibis. 

Just  maximum  recruiting 

performance. 


Cn 


MANAGEMENT 
RECRUITERS* 

The  search  and  recruMing  specialists        ■»* 
Over  dOO  oMices  nationwide 
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A  SIMPLE  APPROACH  TO  MARKET  TRACKING 


Spartan  Market 
Index  Fund 


SM 


Fidelity  introduces  a  no-load  stock  fund  designed  to  offer  you  a  simple  way  to 
track  the  performance  of  one  of  the  leading  market  indexes.,  .the  S&P  Index.  Why? 
Because  over  the  past  10  vears  the  stocks  comprising  the  S&P  500  have  returned  a 
remarkable  408.35%'! 

With  the  Spartan  Market  Index  fund,  you  can  diversify  your  portfolio  across 
500  of  America's  leading  companies  through  a  single  fund.  The  minimum  invest- 
ment is  $10,000  and  there's  no  sales  charge! 

Lower  Management  Expenses  Guaranteed 

Fidelity  guarantees  to  limit  fund  expenses  to  just  .28%  into  1991* 

*Spartan  guarantee  through  May  1, 1991  'S&P  500  return  for  the  period  ending  3/.M/90  and  includes  change  in 
share  price,  and  reinvestment  of  dividends  and  capital  gains.  "S&P  500  Index"  and  "S&P  500"  are  service  marks 
of  the  Standard  &  Poor's  Corp.  and  have  been  licensed  by  Fidehty  Distributors  Corp.  Past  performance  is  no 
guarantee  of  future  results,  share  price  and  return  will  vary  and  you  may  have  a  gain  or  loss  when  you  sell  your 
shares.  Fidelity  Distributors  Corporation  (General  Distribution  .Agent). 


Call  Fidelity  Today!  For  more  complete  information,  including 
management  fees  and  transaction  expenses  including  the  fund's  0.5% 
redemption  fee  on  shares  held  less  than  six  months,  call  or  write  for  a 
free  prospectus.  Read  it  carefully  before  you  invest  or  send  money. 

Call  24  hours  ^^  Fiaelitv 

1-800-544-8888      %h^  mvesimems 

2r  CODE:  FORB/SMI/072390 
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broadcaster  on  the  ground  that  its 
competition  was  too  dumb  to  copy  its 
own  better  format,  but  that  in  time  it 
would.  Similar  arguments  were  used 
by  the  firms  claiming  assets  based  on 
both  growing  and  declining  markets 
and  nonunion  status. 

For  the  irs,  intangible  cases  are  a 
nightmare  to  litigate.  Each  turns 
largely  on  the  facts,  meaning  that  par- 
ties show  up  in  court  with  wheelbar- 
rows full  of  computer  printouts  and 
platoons  of  expensive  expert  witness- 
es. Even  if  the  Service,  outgunned  and 
outspent,  manages  to  win  a  case,  it 
usually  produces  no  useful  precedent, 
notes  Grant  Thornton  tax  expert 
Thomas  Ochsenschlager. 

In  fact,  the  irs  has  a  dismal  record 
in  court.  It  has  lost  half  a  dozen  big 
intangibles  cases,  most  prominently 
Citizens  i!k  Southern  v.  irs  (bank  de- 
Congress  could  decree  that 
the  original  owner  of  an 
intangible  asset — say,  the 
Discover  card  customer 
list — must  capitalize  the 
cost  of  developing  the  asset. 
That  would  mean  Sears, 
Roebucic  couldn't  deduct  all 
of  its  advertising  costs 
imm.ediately. 

posits)  and  Newark  Morning  Ledger 
Co.  V.  irs  (subscriber  lists).  An  unfor- 
tunate result,  according  to  Shashy,  is 
that  "the  courts  have  practically  pro- 
vided a  road  map  for  how  to  get  these 
deductions." 

Is  it  good  news  for  business  that  the 
courts  are  upholding  their  deductions 
against  the  irs?  Not  necessarily.  If  it 
keeps  losing  in  court,  the  Treasury 
will  be  tempted  to  lobby  Congress  for 
a  "reform"  in  the  next  tax  bill.  Law- 
makers, desperately  seeking  new  rev- 
enue and  usually  happy  to  bash  busi- 
ness, might  pass  a  devastating  new 
law,  one  that  would  wind  up  curtail- 
ing advertising  deductions. 

Here's  what  could  happen.  Con- 
gress buys  the  argument  that  all 
intangible  assets  should  be  treated  as 
capital  items,  depreciable  over  their 
life  spans.  Pursuing  this  logic  to  its 
conclusion.  Congress  decrees  that  the 
original  owner  of  the  asset — say,  the 
Discover  card  customer  list — must 
capitalize  the  cost  of  developing  the 
asset.  That  would  mean  that  Sears, 
Roebuck  could  not  deduct  all  of  its 
advertising  costs  immediately.  Such 
a  dramatic  shift  in  the  tax  law  would 
cost  businesses  billions  of  dollars. 
Gaining  the  right  to  amortize  intangi- 
bles could  be  a  Pyrrhic  victory  in- 
deed.—L.S. 
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The  Right  Kind 
of  Growth 


Telecommunications  Unitel's 
network  control  centre  in  Toronto 
helps  ensure  reliability  and  cost 
effectiveness  of  sophisticated 
voice,  message  and  data  services. 

Microwave  tower  is  part  of  nation- 
wide communications  system 
which  includes  fibre  optic,  digital 
microwave  and  satellite  networks. 

Waste  Services  and 
School  Bussing  Laidlaw 
transports  more  than  one 
million  students  a  day  to  and 
from  schools  in  communities 
across  North  America. 

Laidlaw  provides  solid  waste 
collection  and  disposal  services 
to  more  than  1. 7  million 
commercial,  industrial  and 
residential  customers  in 
North  America. 

Manufacturing  United  Dominion 
Industries,  a  diversified  manufacturing 
company,  produces  pre-engineered 
buildings  at  Varco-Pruden  plant  in 
Evansville,  Wl. 


At  Canadian  Pacific,  the  right 
kind  of  growth  means  building 
on  the  inherent  strengths  of  the 
businesses  we  know  best — our 
major  core  businesses  in 
transportation,  energy  and 
forest  products. 

It  also  means  investing  in  related 
businesses  that  have  significant 
development  potential — 
recession-resistant,  growth 
businesses  that  will  contribute 
added  value  and  synergies  to 
our  portfolio. 

That's  why  we  have  taken  a  major 
North  American  position  in  waste 
services  and  school 
bussing;  why  we  are 
aggressively  developing 
our  Canada-wide 
telecommunications 
network;  and  why  we 
are  strengthening  our 
competitive  position  in 
manufactured  products 
and  engineering/ 
construction  services. 

The  right  kind  of  growtl 
also  means  profitable 

growth  that  produces  higher 

returns  and  better  quality 

earnings  for  our  shareholders. 

That's  our  ultimate  goal  at 

Canadian  Pacific. 

For  more  information  write: 
Vice-President,  Investor  and 
Industry  Relations,  Canadian 
Pacific  Limited,  P.O.  Box  6042, 
Station  A,  Montreal,  Quebec, 
Canada  H3C  3E4. 


Canadian  Pacific  Limited 


We  helped  Dollai 


and 


conquer, 


D  DID  L 

DG'QD 


What  do  you  call  a  bank  that^s  everything  you  see  here? 

Profitable. 

Dollar  Dry  Dock  had  a  new  idea— to  become  a  one-stop 
financial  center.  And  that^s  where  NYNEX^came  in. 

We  gave  them  a  digital  network  that  makes  their  new  identity 
possible.  It  hooks  up  over  1^000  terminals  with  instant  information^ 
so  every  teller  can  sell  every  product  in  the  shop. 

And  with  our  24-hour  support^  their  one-stop  center  can 
go  non-stop. 

NYNEX  would  like  to  work  with  you^  too.  In 


©  1990  NYNEX  Corporation 


w 


Dry  Dock  divide 


addition  to  the  solutions  our  New  York  Telephone^  NYNEX 
Business  Information  Systems  and  Telco  Research  Companies 
gave  Dollar  Dry  Dock^  we  offer  you  the  computer  and  tele- 
communications networks  of  New  England  Telephone^  along 
with  the  software  and  services  of  the  other  NYNEX  companies. 
CaU  us  at  1  800  535-1535. 

Once  youVe  discovered  the  answer  is  NYNEX^  you 
won^t  have  to  keep  shopping  around. 

Need  to  communicate? Need  to  compute?  The  answer  is 

NYNEX 


The  Money  Men 


Being  a  'value'  investor  a  la  Ben  Graham 
isnt  as  easy  as  it  sounds.  You  II  often  miss 
out  on  some  of  the  hottest  action — as  in 
this  years  bull  market. 

"Dont  bend 
the  discipline" 


By  Thomas  Jaffe 


JUST  ABOUT  every  money  man- 
ager says  he  is  looking  for  "un- 
dervalued" stocks,  but  only  a 
minority  of  managers  can  truly  be 
called  value  investors.  These  are  the 
ones  who  buy  shares  of  a  company 
when  its  market  valuation  is  discern- 
ibly  lower  than  what  the  whole  com- 
pany could  be  sold  for.  They  don't 
attempt  to  anticipate  the  mood  of  the 
market  or  predict  which  companies 
will  become  growth  stars.  They  pay 
little  or  no  attention  to  a  stock's  price 
history,  nor  do  they  follow  trends: 
Being  a  value  investor  is  tough  in  a 


market  like  1990's,  which  to  date  has 
risen  in  the  face  of  weak  corporate 
earnings  and  historically  high  prices. 

All  a  true  value  investor  cares  about 
IS  the  value  of  a  corporation  as  a  going 
business.  Is  that  value  proportionate- 
ly higher,  by  a  comfortable  margin, 
than  what  I  pay  to  get  a  small  piece  of 
the  company?  If  so,  then  I  will  buy 
that  small  piece. 

This  isn't  the  only  way  to  go  about 
choosing  stocks,  but  it  is  a  conserva- 
tive and,  over  long  periods,  reliable 
way.  If  you  want  to  know  more  about 
how  to  do  it,  listen  to  Scott  Black,  a 
young  and  very  successful  money 
manager  in  Boston.  His  portfolio  at 


first  blush  appears  more  eclectic  than 
disciplined,  but  look  closer  and  you 
will  see  a  coherence  to  it. 

Under  the  name  Delphi  Manage- 
ment, Inc.,  Black,  43,  runs  $870  mil- 
lion for  23  clients.  His  clients  are  a 
loyal  bunch,  believing  that  Black's 
style  of  management  will  prevail  over 
a  long  period,  even  though  it  has  fall- 
en behind  lately.  "It's  painful  right 
now  to  be  a  value  investor,"  says 
Black.  "Asset  plays  are  in  the  dol- 
drums. Last  year  we  were  up  23%;  the 
s&p  was  up  over  31%.  That  hurts." 

Black  himself  isn't  hurting.  With 
management  fees  averaging  about 
0.8%  and  with  next  to  no  overhead, 
he's  making  something  like  $6  mil- 
lion a  year.  But  there's  no  doubt  that 
Black's  portfolio — which  includes  a 
heavy  weighting  in  conglomerates, 
media  and  energy — hasn't  prospered 
in  the  current  market,  cda  Invest- 
ment Technologies,  which  rates  mon- 
ey managers  by  tracking  their  quarter- 
ly disclosures  of  stock  positions,  as- 
signs a  15%  average  annual  return  to 
Delphi's  U.S.  stock  picks  over  the  five 
years  ended  Mar.  3 1 .  The  s&p  500  was 
up  an  average  17.5%.  But  over  the 
decade  since  Black  opened  his  shop  he 
has  averaged  a  21%  return,  4  points 
ahead  of  the  market. 

How  does  a  value  investor  build  a 
consistent  portfolio  at  a  time  when 
Ben  Graham-type  bargains  are  hard  to 
find?  Black  has  two  measures  of  val- 
ue: earnings  and  assets. 

Black's    earnings    group    includes 


Sus.in  Lipideb 


Scott  Black  of  Delphi  Management,  Inc. 

"A  true  value  player  h<is  to  set  tibsolute  boundaries  and  stick  unth  them. 
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companies  selling  for  less  than  ten 
times  what  he  estimates  they  will 
earn  in  1990.  In  addition,  they  must 
have  a  return  on  equity  of  15%  or 
better,  and  more  than  keep  their  earn- 
ings up  with  inflation  over  a  three-to- 
five-year  period.  This  is  where  Loews, 
his  largest  holding,  fits  in.  This  tobac- 
co and  property/casualty  company 
should  earn  $12  this  year,  yet  it  trades 
at  112'/4.  Other  1ow-p/e  stocks  he 
likes  are  Salomon  Brothers,  Litton  In- 
dustries, American  Brands  and  Hafs- 
lund  Nycomed,  a  Norwegian  medical 
imaging  company. 

His  second  group  are  asset  plays. 
Here  Black  applies  different  guide- 
lines: He  must  be  able  to  buy  the 
company  at  a  substantial  discount  to 
what  he  estimates  its  acquisition  val- 
ue to  be.  Earnings  may  not  matter  in 
this  case;  often  an  acquirer  will  rede- 
ploy assets,  selling  some  and  improv- 
ing the  returns  on  others. 

Coca-Cola  Enterprises,  the  bottling 
arm  of  Coca-Cola,  fits  in  here.  Coke 
bottlers  are  local  monopolies  and 
worth  a  large  sum  based  on  the  size  of 
their  territories.  If  a  corporate  ac- 
quirer did  pay  attention  to  the  profit- 
ability of  these  bottling  plants,  it 
would  look  not  at  their  aftertax  in- 
come but  at  their  operating  income — 
earnings  before  depreciation  and  am- 
ortization,  interest  and  taxes.   This 


particular  company  takes  a  large  am- 
ortization charge,  on  paper,  to  write 
down  Its  own  acquisitions  of  bottling 
companies  in  recent  years.  But  its  op- 
erating income  is  large — about  $600 
million  this  year.  Now  compare  that 
sum  with  the  market  value  of  Coca- 
Cola  Enterprises'  stock  plus  the  debt 
that  an  acquirer  would  assume,  or 
$3.7  billion.  On  this  basis  the  compa- 
ny is  valued  at  six  times  operating 
income,  which  is  on  the  low  side  for  a 
soft  drink  bottler. 

Other  stocks  that  Black  thinks  are 
cheap  on  an  asset  basis  include  Cal- 
mat,  U.S.  Cellular,  Deutsche  Bink, 
Crown  Central  Petroleum,  Lafarge, 
U.S.  West  New  Vector.  Litton,  al- 
ready on  his  first  list,  is  on  the  second 
list  as  well. 

In  recent  years  this  second  catego- 
ry— acquisition  targets — has  pro- 
duced some  of  Black's  biggest  win- 
ners. He  was  an  early  buyer  of  such 
prominent  takeover  and  restructuring 
targets  as  Federated  Department 
Stores,  RjR  Nabisco,  Levi  Strauss,  Pay- 
less  Cashways  and  Ogilvy  Group. 

The  takeover  game  has  slowed,  but 
it  is  a  measure  of  Black's  fondness  for 
this  kind  of  stock  that  he  still  holds 
dozens  of  them  in  his  portfolio.  Says 
Black:  "You  never  know  when  value 
will  be  recognized."  Indeed,  half  of 
the  1 15-odd  stocks  he  now  owns  have 


been  there  since  the  bottom  of  the 
market  in  1982.  Say  this  for  the  man, 
he  is  nothing  if  not  consistent. 

Black  has  little  patience  for  the 
many  self-styled  "value  investors" 
who  get  carried  away  by  the  bidding 
on  Wall  Street  and  either  bend  the 
value  rules  out  of  all  recognition  or 
abandon  them  for  something  trendier. 
"People  buy  Wal-Mart  at  26  times 
earnings  and  tell  you  it's  a  value  rela- 
tive to  its  growth  rate,"  he  says.  "The 
same  goes  for  other  new  Nifty  Fifty 
types,  like  the  Limited,  Toys  "R"  Us, 
Waste  Management  and  Browning- 
Ferris.  Don't  get  me  wrong.  They're 
all  nice  companies.  But  when  you 
have  to  pay  25  or  30  times  earnings  for 
them,  that's  ridiculous. 

"1  try  to  be  opportunistic,"  Black 
continues,  "but  I  don't  like  to  bend 
the  discipline.  Times  Mirror's  stock 
may  be  down  to  31%  [from  a  high  of 
45],  but  It  will  earn  just  $2.30  to  $2.40 
a  share  this  year.  That  still  makes  for 
a  13  p/e.  a  true  value  player  has  to  set 
absolute  boundaries  and  stick  with 
them  come  hell  or  high  water." 

If  Toys  "R"  Us  is  too  expensive  at 
28  times  earnings,  why  are  the  cellu- 
lar and  cable  sectors  cheap  when  they 
aren't  even  earning  money?  Because, 
Black  says,  "you  can  buy  companies 
for  40  or  50  cents  on  the  dollar."  He 
comes  to  this  conclusion  by  the  fol- 


,  Minimum 
Investment 


Compare  these  features 

Mazda 
929S 

Acuta 
Legend  LS 

Lincoln 
Continental 

Engine  (size/type) 

3.0  literA'e 

2.7liter/V6 

3.8  liter/V6 

Horsepower  (SAE  net  @  rpm) 

190 

160 

140 

4-speed  automatic  transmission 

• 

optional 

• 

Drivetrain 

rear-wheel 

front-wheel 

front-wheel 

Anti-lock  Brake  System  (ABS) 

• 

• 

• 

Automatic  climate  control 

• 

• 

• 

AM/FM/cassette  stereo  system 

• 

• 

• 

Basic  warranty  (months/miles) 

36/50,000 

36/36,000 

12/12,000 

EPA  interior/cargo  room  (cu.  ft. ) 

96/15 

95/14 

104/19 

For  just  $385*  per  month,  the  Mazda  929  S 
lease  plan  yields  significant  dividends.  You'll  enjoy  the 
responsive  190-hp  V6,  and  the  security  of  an  Anti-lock 
Brake  System  (ABS).  Its  elegant  interior  is  matched  by 
the  comfort  of  a  36-month/50,000'mile  warranty." 

It's  a  special  offer  available  at  your  nearby  Mazda 
dealer  right  now.  So  lease  the  new  929  S.  You'll  realize 
the  returns  every  time  you  turn  the  key. 


standard 


♦Five-year  closed-end  lease  offer.  60  equal  monthly  payments  of  $385. 59.  Total  Payment  of  $23,123.40.  Payments  based  on  negotiated  Agreed  Value  of  MSRP  for  1990  929S  ($24,800)  plus  transportation 
fee  and  customer  capital  reduction  of  $4,400.  Final  Agreed  Value  set  hy  dealer.  Registration  fees,  state  and  k)cal  taxes,  insurance,  options,  license  not  mcluded  in  Agreed  Value.  Lease  subject  to  apptoval 
of  Mazda  Ametican  Credit  at  parricipating  dealers  and  car  availability  Mazda  American  Credit  offer  not  available  in  Hawaii.  First  month's  payment,  refundable  security  deposit  and  $4,400  capital 
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What  is 

value? 

Money  manager  Scott  Black  defines  value  in  two  alter- 
native  ways:   earning   power   and   liquidation   value. 

American  Brands  is  trading  for  10  times 
1990  earnings,  Lafarge  for  half  its  breakup 

its  expected 
value. 

Company /business 

Recent 
price 

1989  revenues 
($mil) 

1989 
EPS 

1990 
EPS* 

P/E  based  on 
1990  EPS 

Book 
value 

Breakup 
value 

Earning  pbi^ 

American  Brands/tobacco,  consumer  prods 

63% 

$11,921 

$6.51 

$7.00 

9.1 

$32 

$97 

Hafslund  Nycomed/medical  imaging 

30% 

464 

2.19 

2.50 

12.2 

11 

45 

Loews/tobacco,  prop/casualty 

1  12'/4 

11,437 

12.07 

12.00 

9,4 

64 

145 

Salomon/investment  banking 

24 '/4 

8,999 

3.26 

3.50 

6.9 

25 

40 

Asset  plays 

Calmat/cement 

33% 

690 

2.52 

1.75 

19.3 

17 

45 

Coca-Cola  Enterprises/beverage  bottling 

15'/4 

3,882 

0.41 

0.60 

25.4 

13 

25 

Crown  Central  Petrol  CI  Bt/oil  ref  &.  marketmg      33'/k 

1,403 

2.21 

2.75 

12.1 

31 

81 

Deutsche  Bank/banking 

478 

6,232 

28.15 

32.50 

14.7 

189 

718 

Lafarge/cement 

l/i/s 

1,497 

1.98 

1.90 

9.0 

16 

34 

Litton  Industries/defense  contracting 

69% 

5,023 

7.05 

7.30 

9.6 

55 

125 

US  Cellular/cellular  telephone  svcs 

26 

33 

-0.65 

-0.40 

NM 

3 

43 

US  West  New  Vector/cellular  telephone  svcs 

32-'/4 

190 

-0.22 

-0.20 

NM 

3 

44 

•Estimates.     tB  shares,  nonvoting.     NM;  Not  meaningful. 

Soitnv  Dc/phi  Management,  Inc 

lowing  arithmetic.  Forgetting  earn- 
ings, he  looks  at  what  cellular  sys- 
tems bring  when  they  are  sold.  By  this 
method  he  values  U.S.  Cellular's  po- 
tential urban  and  rural  customers  at 
$150  and  SlOO  apiece,  respectively. 
Minus  the  debt,  he  says,  the  company 
is  worth  $42  a  share.  Recent  price:  28. 


Another  giveaway,  he  says,  is 
American  Television  &  Communica- 
tions, a  cable  operator  controlled  by 
Time  Warner  Communications.  Last 
summer,  during  the  height  of  the 
Time-Wamer-Paramount  fracas,  it 
rose  to  the  low  .SOs,  but  it  now  trades 
in  the  mid-30s.  Black  values  atc  at 


$2,250  per  subscriber,  subtracts  debt 
and  deferred  tax  liabilities  and  arrives 
at  a  breakup  value  of  $78  a  share. 

Mention  atc's  parent,  however, 
and  Black  burns.  "How  can  a  manage- 
ment turn  down  $200  a  share  in  cash 
from  Paramount  and  tell  the  world 
they've  got  a  plan  to  run  their  busi- 


Maximum  Yield. 


It  Just  Feels  Right." 


;  iction  contribution  to  he  paid  at  the  beginning  of  lease,  plus  applicable  taxes,  registration  and  title  fees  required  under  local  law.  Purchase  option  available  before  lease  end  lor  Initial  Lea.se  Balance  less 
reciation  credited,  or  at  expiration  tor  Estimated  Whiilesale  Value  of  Vehicle,  plus,  in  either  case,  a  purchase  fee  and  any  official  fees  or  taxes.  Lease  based  on  a  total  of  65.000  miles.  At  lease  expiration, 
!e  liable  for  return  fee  and  per  mile  excess  charges  at  10  cents  per  mile.  See  lease  agreement  for  full  details.   **See  your  Mazda  Dealer  for  limited-warranty  details.   ©  1990  Maida  Motor  of  America,  Inc. 
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ness  better  when  the  stock's  still  un- 
der 110;  It's  outrageous." 

When  does  Black  sell?  "When  it 
comes  to  companies  with  consistent 
earnings  power,  we'll  normally  con- 
sider it  when  a  stock  trades  at  a  30% 
premium  to  the  market  multiple,"  he 
says.  "The  exceptions  are  banks,  in- 
surance and  tobacco  companies, 
which  always  carry  lower  multiples. 
These  days,  it  means  that  at  14  or  15 
times  [expected  1990]  earnings,  we'll 
review  a  stock,  and  if  nothing's 
changed,  we'll  sell  it." 

Black,  who  majored  in  mathemat- 
ics at  Johns  Hopkins  University  and 
graduated  from  the  Harvard  Business 
School  in  1971,  credits  his  ability  to 
analyze  companies  to  his  business  ex- 
perience. From  1972  to  1975  he 
worked  in  finance  at  Xerox  and  Sea- 
gram Co.,  at  Seagram  helping  to  re- 
view takeover  candidates. 

Black  later  worked  on  internal  di- 
versification strategy  at  Merrill  Lynch 
and  on  financial  controls  at  Los  Ange- 
les-based William  O'Neil,  the  statisti- 
cal publishers.  Black  made  $100,000  a 
year  at  O'Neil  and  used  the  money  to 
start  his  money  management 
service. 

Thus  to  Black,  a  stock  is  not  just  a 
piece  of  paper,  as  it  is  to  many  techni- 
cians and  speculators,  but  a  propor- 
tionate interest  in  a  business.  If  this 
approach  to  the  marketplace  makes 
sense  to  you,  but  you  don't  have  the 
discipline  to  apply  it,  look  for  a  fund 
manager  who  does.  Delphi  doesn't 
take  accounts  of  less  than  SIO  mil- 
lion, but  there  are  several  practition- 
ers of  value  investing  whom  Black 
admires  who  run  mutual  funds.  Mario 
Gabelli  shares  Black's  fondness  for  ca- 
ble and  cellular  companies  and  likes 
to  put  acquisition  price  tags  on  corpo- 
rations, often  by  working  from  operat- 
ing income.  He  runs  the  Gabelli  Asset 
Fund  as  well  as  Gabelli  Equity  Trust, 
a  closed-end  that  trades  on  the  New 
York  Stock  Exchange. 

Another  value  investor  is  Michael 
Price,  who  shares  Black's  tastes  in 
asset  plays  like  Lockheed.  Price  runs 
the  Mutual  Beacon  Fund  ($50,000 
minimum);  the  better-known  Mutual 
Shares  funds  are  closed  to  new  ac- 
counts. John  Neff  aims  particularly 
for  1ow-p/e  stocks.  His  well-known 
Windsor  Fund  is  closed  to  new  inves- 
tors, but  you  can  get  his  closed-end 
Gemini  II  fund  on  the  New  York 
Stock  Exchange  for  only  1%  more 
than  its  net  asset  value. 

But  don't  go  for  value  investing  if  it 
makes  you  ill  to  lag  m  a  market  like 
1990's.  Value  investing  is  for  the  long 
term.  It  is  certainly  not  a  method  for 
all  seasons.  ■ 


Statistical  Spotlight 


Real  estate  is  in  trouble,  and  so  are  bank 
stocks.  That  creates  bargains  among  the 
regionals.  Here's  a  shopping  list. 

Tarring  'em  all 

with  the 

same  brush 


By  Sazanne  LoefTelhcdz 

Tl  HOUGH  BAD  NEWS  OU  bauks 
makes  the  newspapers  daily, 
could  It  be  that  regional  bank 
stocks  have  bottomed?  We  put  the 
question  to  James  McDcrmott,  39,  ex- 
ecutive vice  president  and  director  of 
research  at  Kcefe,  Bruyctte  &  Woods, 
Inc.  He  replied  that  he  thinks  some 
regional  banks  have  already  taken 
their  medicine  and  arc  poised  to  come 
back  with  their  local  economies. 


McDermott's  firm  tracks  165  com- 
mercial banks  for  institutional  inves- 
tors. He  thinks  there  are  bargains  out 
there  among  banks  that  have  already 
taken  big  writeoffs  to  cover  potential 
losses  and  whose  shares  sell  below 
book  value.  He  doesn't  expect  the  re- 
covery of  bank  stocks,  large  or  small, 
to  be  either  immediate  or  smooth. 
The  bullish  case  looks  out  two  or 
three  years.  However,  he  thinks  the 
gains  could  be  good  enough  to  justify 
patient  holding. 


shirlf\  K.incda 
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Buyer  beware;  what  you  don't  know 
■an  hurt  you.  Product  liabilities,  asbes- 
DS  removal,  long-tail  claims  and  law- 
uits  can  seriously  threaten  equity.  And 
ley  can  take  years  to  surface. 
I  AM-RE  MANAGERS,  INC.  can  evalu- 
.te  your  prospective  acquisition  as  part 
if  the  due  diligence  process.  Whether 


your  target  is  an  insurance  or  commer- 
cial concern,  we  give  you  access  to  the 
top  talent  of  one  of  the  world's  largest 
reinsurance  companies.  With  experts  in 
Underwriting,  Finance,  Claims,  Actuar- 
ial, Tax  and  Data  Processing,  we  can 
thoroughly  evaluate  your  target.  Our 
process  engineering  staff  can  also 


advise  you  on  possible  exposure  to 
environmental  losses. 

Call  the  Due  Diligents  of  AM-RE 
MANAGERS.  So  you're  not  the  casualty 
For  more  information,  call  (609)  275-2100. 


AMRE  MANAGERS! 

The  American  Ffe-Source 


A  subsidiary  of  American  Re-Insurance  Company 

American  Re  Center,  685  College  Road  East,  Princeton,  N  J  08543-5241     (609)  275-2000 


lanta.  Bogota.  Boston,  Cairo,  Cnicago,  Columbus,  Dallas,  Harttord,  KansasCity,  London,  Los  Angeles.  Melbourne.  MexicoCity.  Minneapolis.  Montreal.  NewNbrk.  Philadelphia.  Princeton,  San  Francisco,  Santiago.  Singapore.Sydney.  Tokyo.  Toronto 


An  eclectic  list  of  i 

regional  banks 

James  McDermott  has  no  simple  formula  for  choosing    assets  are  all  desirable.  But  you  won't  find  all  those 
bank  stocks.  A  low  P/E,  a  discount  to  book  value  and  a    virtues  in  one  stock.  Thus,  the  list  includes  some  cheap 
loan-loss  reserve  larger  than  the  total  of  nonperforming    weak  banks  and  some  expensive  strong  ones. 

Recent 
Company/headquarters                                         price 

Assets           1989 
(Sbil)            EPS 

1990 
EPS' 

P/E 
based  on 
1990  EPS' 

Price/ 
book 

Non- 
performing 
assets  as  % 
of  loans 

Loan-loss 

reserve  as  % 

of  nonperforming 

loans 

Affiliated  Bankshares  of  CO/Denver                     12'/« 

$2.6              0.54 

0.75 

16.2 

70 

8.0% 

66% 

Constellation  Bancorp/Elizabeth,  NJ                   14'/2 

3.1             3.21 

1.50 

9.7 

49 

4.8 

33 

CoreStates  Financial/Philadelphia                       SPVs 

22.2             5.03 

5.05 

7.9 

150 

1.3 

112 

First  City  Bancorp  of  Texas/Houston                  31'/2 

13.7             4.26 

6.60 

4.8 

86 

2.5 

96 

First  Commerce  Corp/New  Orleans                    19'/8 

4.5              2.26 

2.65 

7-2 

99 

2.8 

135 

First  Fidelity  Bancorp/Newark,  NI                        17's 

30.2              2.51 

0.90 

19.9 

75 

3.1 

74 

First  Interstate  Bancorp/Los  Angeles                   39 ''4 

57.4            -3.89 

6.30 

6.2 

107 

5.5 

114 

First  Union  Corp/Charlotte,  NC                          18'/4 

39.1              2.40 

2.75 

6.6 

92 

1.9 

106 

First  Wachovia/WinstonSalem,  NC                    41% 

23.9              3.82 

4.15 

10.0 

162 

0.6 

242 

Mercantile  Bancorp/St  Louis                               24i/) 

69              003 

3.50 

6.9 

95 

2.2 

152 

NBD  Bancorp/Detroit                                             31% 

25.7               3.46 

3.80 

8.3 

132 

0.9 

205 

Shawmut  National/Boston                                      12'/2 

24.9            -1.77 

1.75 

7.1 

66 

6.8 

78 

Summcorp/Fort  Wayne,  IN                                     15% 

2.4             2.01 

2.45 

6.5 

91 

2.1 

74 

SunTrust  Banks/Atlanta                                       20'/4 

30.9             2.61 

2.80 

7.2 

121 

1.9 

108 

United  Banks  of  CO/Denver                                  1 8  >  ■ 

S.9              1.04 

1  15 

15.9 

69 

5.7 

ii 

'Estimate 

Sni/rce  Keefe. 

Bniyctte  &  Woods,  Inc 

With  that  proviso  for  patience, 
McDermott  puts  CoreStates  Finan- 
cial, First  Wachovia  and  nbd  Bancorp 
on  his  recommended  hst  of  regionals. 
They  all  have  strong  capital  bases — 
with  total  capital  cushions  well  above 
the  federally  mandated  6%  of  assets — 
and  reasonably  sound  loan  portfolios. 
At  Philadelphia-based  CoreStates, 
nonperforming  assets  represent  only 
1.3%  of  loans,  as  compared  with  the 
average  3.3%  among  McDermott 's 
picks.  A  recent  acquisition  by  Core- 
States  of  First  Pennsylvania  Corp. 
should  eventually  yield  $90  million 
in  annual  cost  savings. 

McDermott  also  likes  banks  with 
weaker  balance  sheets,  provided  they 
are  available  at  either  a  low  multiple 
of  earnings  or  a  good  discount  to  book. 
The  objective  here  is  to  find  a  bank 
where  new  management  has  put  most 
of  the  loan  problems  behind  it  and 
stands  to  profit  from  an  improvement 
in  the  regional  economy.  "Bank  stock 
investors  make  the  most  money  an- 
ticipating regional  economic 
changes,"  says  McDermott.  He  be- 
lieves the  economies  of  New  England, 
New  Jersey  and  Pennsylvania  are 
good  bets  for  a  recovery. 

New  Jerseys  First  Fidelity  is  a 
McDermott  favorite.  No  sooner  did 
First  Fidelity  merge  with  Pennsylva- 
nia's Fidelcor  in  1988  than  loan  prob- 
lems surfaced  and  management  scat- 
tered. The  new  chief  executive,  An- 
thony    Terracciano,     helped     turn 


around  Mellon  Bank.  At  the  end  of  the 
second  quarter  he  may  add  as  much  as 
$300  million  to  First  Fidelity's  loan- 
loss  reserve,  which  now  covers  74% 
of  its  nonperforming  loans.  Then  he 
aims  to  cut  costs  through  efficiencies 
not  previously  realized  in  the  merger. 

Shawmut  National  is  based  in  Bos- 
ton, a  town  that  makes  Wall  Street 
wince.  "We  don't  view  Shawmut  as 
out  of  the  woods  yet,  but  when  the 
economy  stabilizes,  Shawmut  should 
be  among  the  first  to  emerge,"  says 
McDermott.  Shawmut 's  nonperform- 
ing assets  are  6.8%  of  total  loans,  and 
the  provision  for  loan  losses  is  only 
78%  of  nonperforming  loans.  Unfor- 
tunately, about  50%  of  Shawmut's 
$19  billion  of  loans  are  in  real  estate, 
which  continues  to  weaken  in  New 
England.  Here's  the  value:  Shawmut 
sells  at  7.1  times  estimated  1990  earn- 
ings and  at  a  34%  discount  to  book 
value.  Shawmut,  McDermott  thinks, 
is  so  cheap  that  investors  should  do 
well  even  if  there's  more  bad  news. 

Summcorp,  a  smallish  kidiana 
bank,  goes  on  McDermott's  list  as  a 
takeover  candidate.  One  planned 
merger  fell  through  in  1988,  but  an- 
other is  possible.  McDermott  expects 
Summcorp's  earnings  to  grow  22% 
this  year,  giving  the  bank  a  multiple 
under  7.  A  takeover  would  certainly 
be  at  a  substantially  higher  p/e. 

SunTrust  Banks  in  Georgia  was 
long  priced  on  a  par  with  the  very 
cream    of    regional    banks    until    it 


bought  Third  National  in  Tennessee, 
where  problem  real  estate  loans  sur- 
faced. A  higher  loan-loss  provision  in 
1990  is  likely,  cutting  earnings. 
Nonetheless,  McDermott  forecasts  a 
net  of  $2.80  a  share  this  year,  giving 
the  stock  a  7.2  multiple.  Wall  Street  is 
worried  about  a  regulatory  examina- 
tion. McDermott  thinks  SunTrust 
will  get  a  clean  bill  of  health. 

First  Interstate  Bancorp,  which  lost 
a  lot  of  money  last  year,  is  undergoing 
a  restructuring  plan,  and  has  sold  $5 
billion  of  weak  assets.  If  management 
doesn't  continue  to  improve  its  own 
operation,  McDermott  thinks  another 
bank  will  do  it  for  them. 

First  Interstate  and  Summcorp 
aren't  the  only  regional  bank  stocks 
that  could  be  takeover  candidates. 
When  the  big,  national  banks  get  over 
their  own  hangovers — from  lending 
too  much  to  the  Third  World,  lever- 
aged buyouts  and  Donald  Trump — 
they  will  be  poised  to  resume  the  na- 
tional integration  of  the  banking  in- 
dustry. They  will,  McDermott  thinks, 
go  hunting  for  good  regional  banks. 

Is  it  too  early  to  bargain  hunt 
among  banks?  After  collapsing  15% 
in  the  first  four  months  of  1990,  re- 
gional bank  stocks  began  a  recovery 
that  has  since  taken  them  toward 
year-end  1989  levels.  Further  bumpi- 
ness  may  lie  ahead,  but  bargain  hunt- 
ers must  expect  some  bumpiness.  By 
the  time  the  road  has  gotten  smooth, 
the  bargains  have  vanished.  ■ 
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«1990NorfoUcSouthemCorpoiahon. 
ThieeCommeicial  Place,  Norlolk, 
VA  23510-2 191 ,  Norlolk  Southern 
Corporation  is  a  Virgirua-based 
holding  company  that  owns  all 
the  common  stock  oJ  and  oontrols 
two  major  operating  railroads. 
Norlolk  and  Western  Ratlway 
Company  and  Southern  Rcnlway 
Company,  and  a  motor  corner. 
North  American  Van  lines,  mc 
The  two  railroads  lorm  a  single 
i  interterntorial system,  extending 
I  over  15,600  miles  ol  road  in  2U 
^  states  primarily  in  the  Southeast 
I  and  Midwest ,  and  the  Province  ot 
r  Ontario,  Canada  North  Amen- 
y  can  provides  household  moving, 
■  tnickload  general  Ireightcmd 
specialized-handling  freight 
services  in  the  United  States  and 
'(■  Canada,  and  also  oilers  certain 


motor  carrier  services  worldwide 
Triple  Crown  Services,  Inc .  is  a 
subsidiary  ot  Norlolk  Southern 
Corporation  RoadRailerls the 
registered  trademark  of  The 
Chamberlain  Group ,  Inc  lor  the 
transportation  equipment  used 
and  certain  related  terminal 
services. 
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Edited  by  Joshua  Levine 


How  a  sweaty,  macho  trademark  for  box- 
ers was  turned  into  a  big  seller  in  the 
apparel  trade,  creating  a  retail  knockout. 

Swimsuits,  yes; 
perfumes,  no 


By  Joel  Millman 


BACK  IN  1917,  a  young  fighter 
named  fack  Dempsey  stopped 
in  to  ask  a  favor  of  Jacob  Go- 
lomb,  a  retailer  and  maker  of  men's 
bathing  suits.  The  protective  head- 
gear Dempsey  had  been  using  for 
training  wasn't  holding  up.  Golomb's 
products  had  the  reputation  of  out- 
lasting everyone  else's.  Hence  the 
name,  Everlast.  Could  Golomb  make 
Dempsey  some  training  gear  that 
w^ould  last  longer  than  15  rounds? 
Why  not,  said  Golomb. 

Dempsey  went  on  to  flatten  Jess 
Willard  in  1919  for  the  heavyweight 
title — wearing  a  pair  of  Everlast  box- 
ing gloves.  Suddenly,  Golomb  had  a 
new  market  for  his  distinctive  con- 
cave logo,  which  wound  up  on  the 
headgear,  trunks  and  boxing  gloves  of 
a  long  line  of  champions,  riglit  down 
to  Muhammad  Ali,  Joe  Frazier  and 
Mike  Tyson. 

Seven  years  ago  the  Everlast  trade- 
mark starting  appearing  on  swimsuits 
again.  As  well  as  on  jogging  suits,  T 
shirts,  pullovers,  thermal  underwear, 
mittens,  scarves,  tank  tops  and  other 
sportswear. 

Based  in  New  York's  tough  South 
Bronx,  Everlast  Sports  Manufacturing 
Co.  doesn't  make  swimsuits  any- 
more. Or  any  of  the  other  sportswear 
products  now  carrying  its  name.  It 
just  licenses  the  logo.  But  that  logo,  it 
turns  out,  packs  a  trademark  wallop 
other  marketers  can  only  dream  of. 
"Everlast  is  in  a  category  by  itself.  It's 
an  icon,"  says  Peter  Harleman,  whose 


Landor  Associates  tracks  trademark 
recognition  for  advertisers  and  con- 
sumer-oriented companies. 

U.S.A.  Classic  Inc.,  Everlast's  larg- 
est licensee,  sold  over  $14  million 
worth  of  Everlast  clothing  in  the  last 


year  and  expects  to  clear  $20  million 
in  1990.  Nearly  a  dozen  smaller  li- 
censees market  things  like  swim- 
wear,  sports-equipment  bags  and 
sneakers.  Together  their  sales  should 
top  $5  million  this  year.  And  Everlast 
is  expanding  overseas:  New  licensees 
will  sell  Everlast  footwear  in  Finland, 
accessories  in  Mexico  and  children's 
apparel  in  Japan. 

Everlast  captures  6%  of  these  sales 
without  so  much  as  lifting  a  glove. 
Since  it  began  licensing,  in  1983,  it 
has  earned  at  least  $2  million  in  royal- 
ties. That  may  not  look  like  much, 
but  it's  crucial  to  Everlast,  which  has 
seen  its  boxing  equipment  sales  level 
off  in  recent  years.  The  family-run 
company  won't  disclose  figures,  but 
sales  of  its  core  products  are  thought 
to  be  in  the  area  of  $20  million.  Insti- 
tutional sales  to  gyms  and  schools  of 
equipment  like  punching  bags,  wres- 
tling mats  and  vaulting  horses  have 
held  up.  Such  sales  make  up  a  big 
chunk  of  the  company's  business. 

With  more  than  half  of  the  estimat- 
ed $10  million  retail  market  in  boxing 
products,  Everlast's  share  has  been  an 
attractive  target  for  bigger  firms.  Be- 
set by  competition  from  foreign  copy- 
cat products,  Everlast's  traditional 
sales  base — mom-and-pop  sporting 
goods  stores — has  also  been  hurt  by 
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Everlast  Chairman  Dan  Golomb 

"We  never  realized  how  attractive  our  name  was. 
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the  rise  of  big  retail  chains  hke  Her- 
man's World  of  Sporting  Goods. 
These  stores  typically  carry  a  broader 
range  of  competing  products  and  of- 
ten relegate  boxing  gear  to  the  less 
prominent  fitness  departments. 

The  times  are  changing,  too.  Once, 
owning  a  pair  of  boxing  gloves  was  as 
much  a  rite  of  American  youth  as 
owning  a  baseball  mitt.  Today  boxing 
is  often  considered  too  brutal,  and 
you're  more  likely  to  find  a  tennis 
racket  in  most  boys'  closets.  "Our 
problems  are  the  same  as  any  small 
manufacturer  in  a  changing  market," 
says  Everlast  Chairman  Dan  Golomb, 
69,  the  son  of  the  founder  "We  could 
never  survive  on  boxing  alone." 

So  licensing  is  helpmg  the  company 
grow.  Riding  the  crest  of  the  sports 
boom  that's  put  the  logos  of  baseball, 
football  and  basketball  teams  on  ev- 
erything from  sweatshirts  to  beer 
mugs,  Everlast's  pull  is  its  socko 
name— one  that's  not  tied  to  a  partic- 
ular season  or  one  team's  success. 
Think  Everlast  and  you  think  of 
washboard  stomachs,  sweat-matted 
hair,  million-dollar  purses — the  grit 
and  glory  of  the  ring.  But  the  closest 
most  buyers  of  Everlast  merchandise 


A pn'tt\-  f^trl.  (I  fnoosc.  and sodw  boxing  gkncs 
Everlast  gets  a  free  ride  on  Madison  Avenue. 


have  gotten  to  a  smoke-filled  gym  is  a 
movie  ticket  to  Raging  Bull.  These  are 
the  same  sorts  of  folks  who  buy  four- 
wheel-drive  Jeeps  to  pick  up  the  oat- 
bran  muffins  on  a  Sunday  morning. 
Sort  of  macho  by  association. 

They  buy  their  Everlast  sweats  at 
stores  like  Bloomingdale's,  Macy's 
and   Nordstrom.    "You'll    never   see 


Everlast  apparel  in  a  K  mart  or  Ames," 
sniffs  Joan  Hansen,  a  consultant  who 
oversees  Everlast's  licensing. 

At  first,  Everlast  didn't  aim  at  the 
carriage  trade — and  stumbled  badly. 
Its  first  licensee,  a  New  York-based 
apparel  maker  named  Gerson  &.  Ger- 
son,  Inc.,  tried  to  sell  shiny  women's 
shorts  and  robes  as  a  novelty  item.  To 


rrcdcritk  Charles 


USA  Classic  litie  on  display  at  Macy's  in  Neu>  York  City 

The  rag  trade's  tottghest  logo  earns  mUlions  in  license  royalties. 
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If 


local  afifeirs 


II  managmg  iocai  anairs 

from  aferworfed,  there  might 

still  be  a  British  Empire. 


King  George  III  and  a 
few  of  his  royal  descendants 
would  probably  agree,  some 
things  just  can't  be  run  from 
a  distance.  A  lesson  from  the 
history  books  that  appUes  to 
working  with  provider  net- 
works in  any  multistate 
managed  care  program. 


The  last  (hinj;  \<)i(  need  is  to  put  down  ui\ 

employee  revolt  over  a  provider  network  that's 

here  today  hut  gone  tomorrow. 

Because  once  there  are 
contracts  with  local  doctors 
and  hospitals,  someone 
needs  to  be  there  to  manage 
the  networks  expertly.  To 


understand  what  access 
means  to  people  locally.  To 
work  face  to  face  with  doc- 
tors on  the  quality  of  care 

We  know,  because 
for  the  past  60  years 
we've  had  more  experi- 
ence managing  provider 
networks  than  anyone  ^ 
else.  Blue  Cross  and  Blue 
Shield  Plans  are  located  in 
communities  throughout 
the  country,  with  experts 
who  manage  the  local  health 
care  delivery  system  firsthand 

Experience  has  taught 
us  that  you  can't  build  a  cost 
effective  provider  network 
without  being  selective 
with  doctors  and  hospitals. 
So  we  have  contracting  guide- 
lines that  consider  their 


what's  customary  in  New  York 
isn't  nt(css((rilv  their  cup  of  tea 
m  Kansa'i  City 


credentials,  performance, 
and  patient  access. 

And  because  we  have 
over  15  million  people  who 
currendy         ^miMK^^ 
receive  care 
under  our 
national 
managed 
care  programs,  we  have  the 
leverage  to  maintain  effective 
provider  relationships.  That 
gets  us  better  cooperation  in 
utilization  management  and 
quality  assurance  programs. 
AU  of  which  adds  up  to 
a  program  that  deUvers  more 
cost  effective  health  care 
through  a  provider  network 
your  employees  can  feel 
comfortable  using.  And  our 
most  recent  managed  care 
survey  showed  a  member 
satisfaction  rate  of  95%. 

But  while  managing 
local  provider  networks  is 
our  forte,  our  experience  in 
organizing  these  net- 
works into  programs 
for  over  100  major 
national  employers 
is  unparalleled. 

V\  i(/i  our  managed  tare  program^,,  your 
(•m;)|()y(  c  s  i;<(  efjicienl  delivery  oj  health 
lare  coverage,  no  matter  where  they  hve 

So  if  your  company  has 
employees  in  more  than  one 
state,  and  you're  looking  for 
a  specialist  who  can  experdy 
manage  your  program  across 
the  country,  just  call  1-800- 
426-2583.  After  all,  if  man- 
agement from  a  distance 
was  such  a  good  idea,  we 
might  all  be  taking  tea  in  the 
after- 


noon. 


Blue  Cross- 
Blue  Shield. 


Why  Compaq  will  m 

that  simpM 


Before  creating  anything, 
we  start  with  a  clean  slate, 
and  talk  to  personal 
computer  users  like  you. 


The  way  we  see  it,  the  so-so,  the  pretty 
good  and  the  just  plain  average  are  things  for 
someone  else.  Not  for  us. 
And  most  certainly  not 
for  you. 

That's  the  reason  why 
every  COMPAQ  personal 
computer  product  ever 
introduced  has  been  de- 
signed to  deliver  on  a  sim- 
ple promise:  to  simply  work  better,  it's  what 
makes  our  high-performance  PCs  different 
from  all  the  others. 

The  whole  process  starts  with  you. 
Before  we  design  our  products,  we  sit 
down  and  talk  with  computer  users  like  you. 
To  see  what  you  want.  And  what  you  need. 
Then  we  take  these  ideas  and  combine 
them  with  the  latest  technology  and  our  own 
innovative  thinking. 

The  result  is  a  line  of  PCs 
with  the  right  performance 
for  whatever  you  want  to  do. 
Performance  that  comes 
from  more  than  just  the  pro- 
cessor, it  includes  features  like 
high-speed  disk  drives  and 


VGA  graphics.  Room  to  customize  and  upgrade 
with  expansion  cards  and  peripherals.  And  the 
compatibility  to  work  with  the  best  of  industry- 
standard  technology. 

This  attention  to  detail  is  one  reason  why 
our  PCs  consistently  earn  the  highest  marks  for 
quality  from  computer  ex- 
perts. And  unsurpassed 
marks  for  satis- 
faction from 
PC  users. 

You'll  see 
this  thinking  in 
every  COMPAQ 
laptop,  desktop, 
portable  and  PC  system  we  introduce. 

The  new  COMPAQ  DESKPRO  386N  and 
COMPAQ  DESKPRO  286N  are  the  first  COMPAQ 
personal  computers  designed  with  specific 

network  features.  They're 
optimized  to  work  in  com- 
bination with  the  COMPAQ 
SYSTEMPRO  PC  System 

The  new  COMPAQ  SLT386S/20, 
like  all  our  laptops,  is  designed  to 
fit  where  you  work.  Whether 
you  're  on  the  35th  floor  over- 
looking Manhattan  or  at  35, 000 
feet  over  the  Rockies. 


COMPAQ  personal  computers  earn  an 

impressive  number  of  industry  awards. 

But  it's  all  the  things  you  can  do  with 

our  PCs  that's  really  impressive. 


COMPAQ,  DESKPRO,  Registered  US  Patent  and  Trademark  Office  SYSTEf^PRO  is  a  trademark  of  Compaq  Computer  Corporation  Product  names  mentioned  tierein  may  be  trademarks  and/or  registered  trademarks  of  otfler  companies 


^er  introduce  a  PC 
works  OK. 


or  powerful  COMPAQ  desktop  servers. 

The  COMPAQ  SYSTEMPRO  brings  an  un- 
precedented combination  of  performance  and 


And  for  the  ultimate  in  portability,  the 
8V2"  X 11"  COMPAQ  LTE  and  COMPAQ  LTE/286 
put  the  performance  of  a  desktop  personal  com- 


No  matter  what  you  do,  there's  a  COMPAQ  PC  system, 

expandability  to  connected  environments. 

The  new  COMPAQ 
DESKPRO386S/20  de- 
livers power  at  the  office 
without  taking  over  your 
whole  desk. 

Every  COMPAQ  product  is  meticulously  designed.  Ideas  that 
don't  measure  up  will  wind  up  here,  not  in  your  office. 

The  new  COMPAQ  SLT  386S/20  laptop  lets 
you  put  that  same  high  performance  to  work  on 
the  road  or  on  your  desk.  Without  compromising 
functionality  or  size. 


desktop,  portable  or  laptop  that  will  help  you  work  better 

puter  in  your  briefcase.  With  room  to  spare. 

All  told,  every  COMPAQ 
PC  ever  introduced  offers  the 
difference  between  simply 
working  OK  and 
simply  working  better. 

For  more  informa- 
tion and  the  location  of 
an  Authorized  COMPAQ 
Computer  Dealer,  call  1-800-231-0900,  Operator 
117.  In  Canada,  1-800-263-5868,  Operator  117. 

comma 

It  simply  works  better. 


A  worldwide  network  of 

Authorized  Dealers  is  ready 

and  waiting  to  help  you. 


Use  of  electronic  equipment  on  board  commercial  aircraft  is  at  tfie  discretion  of  eacti  airline    ©  1990  Compaq  Computer  Corporation.  All  rights  reserved 


One  number. 

Six  uncompromising  hotels  &  resorts. 


THE  REGISTRY  HOTELS: 
Charlotte,  North  Carolina 
Denver,  Colorado 
Minneapolis/ St.  Paul, 
Minnesota 

THE  REGISTRY  RESORTS: 
The  Don  CeSar,  St.  Petersburg 

Beach,  Florida 
Naples,  Florida 
Scottsdale,  Arizona 


U.S.  &  CANADA 

1-800-247-9810 


REGISTRY. 

f^  Hotels  &ResortS' 


attention:  executives, 
Managers  and  Investors 

For  More  Advertiser  Information 
See  Page  360a 

FORBES  offers  readers  an  easy  and  free  way 
to  get  more  information  about  our  advertisers— 
Reader  Service  Cards. 

In  this  issue  of  FORBES,  you'll  find  a  listing 
of  advertisers  on  two  post-paid  cards.  Simply  fill 
out  and  return  one  card  to  us  and  you'll  receive 
additional  advertiser  information... from  annual 
reports  to  product-specific  sales  brochures. 

Get  the  advertiser  information  you  need. 
Send  us  a  card*  today! 


Forbes 

Capitalist  'E)or 


hawk  the  stuff,  models  in  trunks, 
tank  tops  and  gloves  shadowboxed  in 
department  stores.  To  many  shop- 
pers, the  soft-pom  approach  seemed 
only  slightly  more  upscale  than  mud- 
wrestling.  "We  misread  the  image," 
concedes  Matthew  Gerson,  president. 
The  venture  flopped  the  same  year. 

Everlast  learned  an  important  les- 
son: If  you're  selling  macho  by  associ- 
ation, go  light  on  the  macho.  Capital- 
ize on  the  scrappy  image  without  of- 
fending the  target  market  with  lurid 
images  of  boxing  mayhem. 

So  Everlast's  apparel  ads  take  a  low- 
key  approach:  The  logo  runs  across 
two  magazine  pages  with  a  line  or  two 
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/  /    1                  Success 

£^/                         Knowing 
•"if                           ^  Your 

«j^         Opponent. 

4            V^W        Wiv„--rH 

.fl^BSt!^             Oatallmes 

l/iM/Slt-4W4 

Staying  power 

A  scrappy  appeal. 


of  punchy  copy  underneath.  "To  the 
generation  that  grew  up  believing  in 
'dress  for  success,'  we  remind  you 
that  there  are  times  when  it  is  perfect- 
ly acceptable  to  wear  what  you  damn 
well  please,"  reads  one  ad  designed  by 
Goldsmith/Jeffrey  Agency. 

Everlast's  apparel  line  gets  a  lot 
more  exposure  than  its  modest 
$500,000  ad  budget  can  buy.  Whenev- 
er big-time  boxers  get  their  pictures  in 
the  press,  it's  usually  not  hard  to  spot 
the  large  Everlast  logo  on  their  gloves 
or  trunks.  And  there  are  the  ads  run 
by  other  companies  that  feature  the 
firm's  products.  Says  trademark  ana- 
lyst Harleman,  "Everlast  gets  enor- 
mous free  play,  just  like  Rolls-Royce 
and  Tiffany." 

Using  the  added  visibility  its  licens- 
ing ventures  have  given  it,  Everlast  is 
now  expanding  its  own  manufactur- 
ing efforts  into  a  broad  range  of  exer- 
cise and  weight-lifting  equipment  for 
the  home.  Meanwhile,  hardly  a  week 
goes  by  when  Golomb  doesn't  get  an- 
other request  for  a  license.  Everlast 
men's  cologne  and  Everlast  lingerie 
are  among  items  he's  recently  reject- 
ed. "We  never  realized  how  attractive 
our  name  was,"  he  says.  "Now  the 
goal  is  to  keep  it  that  way."  ■ 
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In  telecommunications, 
a  new  order  of  smart, 
aggressive  companies 


IS  emerging. 


Strong  financial 
performance  doesn't 
just  happen;  it  takes 
good  strategic  planning. 

Our  business  plan 
calls  for  growing  our 
core  business  -  local 
telephone  service.  As 
well  as  aggressively 
pursuing  new 
opportunities  in  high- 
growth  fields  like  cellular 
telephones. 

ALLTEL,  in  fact,  has 
established  a  major 
cellular  presence  in  21 
states  with  6.4  million 
"pops"  (potential 
customers). 
As  a  result,  ALLTEL  has  enjoyed  a  five-year 
average  annual  total  return  of  36%  -  out  performing 
the  S&P  and  Dow,  as  well  as  the  average  of  our  peer 
group,  the  15  largest  telecommunications  companies. 

The  future  also  looks  bright.  And  we  invite  you 
to  join  us  for  what  promises  to  be  a  singularly 
rewarding  journey. 


WCIIIXEI 


CORPORATION 


For  more  information,  call  (501)  661-8999  or  write  to:  ALLTEL  Investor  Relations  •  P.  O.  Box  2177  •  Little  Rock,  AR  72203 


The  new  skyline  of  Falmdale,  Calif,  from  the  Antelope  Valle}'  Freeivay 

Just  seven  years  eigo  an  outbactc  on  the  edge  of  the  Mojave  Desert. 


Regions/Palmdale 


Why  would  anyone  live  on  the  edge  of  the 
San  Andreas  fault,  commute  four  hours 
daily  and  endure  summer  temperatures 
that  rarely  dip  below  100  degrees? 

Trading  free  time 
for  better  housing 


By  Ellen  Paris 


ICHAEL  LovATTO,  28,  3  prop- 
erty controller  at  trw  in  Re- 
dondo  Beach,  Calif.,  recently 
bought  his  first  house.  He  paid  an 
impressively  low  $85,000  for  a  new, 
two-bedroom,  two-bath  house  with  a 
large  backyard,  appliances,  carpeting 
and  central  air-conditioning  included. 
The  same  home  would  easily  sell  for 
$350,000  elsewhere  in  the  Los  Ange- 
les area. 

The  catch  is  that  Lovatto's  new 
home  is  in  Rosamond,  Calif.,  some  88 


miles  north  of  Los  Angeles  in  the  high 
desert  of  the  Antelope  Valley.  Rosa- 
mond is  1  Vi  hours  by  car  from  trw  in 
Redondo  Beach — if  there  is  no  traffic. 
Lovatto  moved  into  his  new  house 
earlier  this  month.  Even  though  he 
leaves  home  by  4:30  a.m.  in  his  new 
Nissan  Sentra  and  returns  between 
6:30  and  7:30  p.m.,  he  faces  a  mini- 
mum four-hour  commute  each  day. 

"If  you  want  to  own  a  house  in 
California  today,"  he  says,  "you  ei- 
ther have  to  have  cash  or  the  time  to 
commute.  I  don't  have  the  cash,  but 
I've  got  the  time."  One  needn't  be  an 


economist  to  see  what  Lovatto  is  do- 
ing: trading  20  hours  a  week  for  an 
extra  bedroom  and  a  nice  backyard. 

In  southern  California,  where  the 
median  price  of  a  house  is  around 
$200,000,  many  aspiring  homeowners 
feel  exactly  the  same  way.  In  the  last 
four  years  almost  85,000  people  have 
fled  to  Antelope  Valley — barely  an 
outback  at  the  edge  of  the  Mojave 
Desert  even  seven  years  ago — in 
search  of  a  comfortable  home.  More 
than  250,000  people  now  live  in  the 
valley,  where  summer  temperatures 
often  reach  100  degrees.  It  is  3,000 
flat,  sun-scorched,  dusty-brown 
square  miles  of  brush  and  scrub  on  the 
edge  of  the  most  dangerous  earth- 
quake fault  line  in  the  U.S.  At  least 
80%  of  the  new  residents  now  com- 
mute more  than  I  hour  and  15  min- 
utes each  way  on  the  already  clogged 
Antelope  Valley  Freeway  to  jobs  in 
metropolitan  Los  Angeles.  What  they 
lose  in  free  time  and  suffer  in  aggrava- 
tion they  more  than  gain  in  housing 
comfort. 

Ray  Watt,  chairman  of  Los  Angeles- 
based  Watt  Enterprises,  a  large  real 
estate  developer,  is  building  two  proj- 
ects with  over  200  homes  in  the  val- 
ley. He  will  soon  break  ground  on 
California  Springs,  a  6,000-acre 
■  planned  community  that  will  have 
21,000  homes.  Estimated  average 
price:  $125,000  to  $175,000. 

Palmdale,  home  of  Northrop 's 
Stealth  bomber,  and  nearby  Lancaster 


FORBES,  FULY  23,  1990 


-y* 


Naairal  gas. 

Energy  diat  can  change 

the  course 

of  natural  history. 

Natural  gas,  efficient  and  abundant,  is  the  energy  choice 

for  a  cleaner,  safer  world.  Clearly,  natural  gas  should 

be  the  fuel  of  the  1990s.  And  Enron  will  be  there 

to  provide  it. 

With  $10  billion  in  revenues  and  backed  by  $9  billion 

in  assets,  Enron  Corp.  operates  the  nation's  largest 

natural  gas  transmission  system  and  markets  gas  and 

liquid  fuels  nationally  and  worldwide.  We  also  are  a  large 

independent  producer  of  natural  gas  through  Enron 

Oil  &  Gas  Company  and  are  active  in  cogeneration 

and  independent  power  production. 

»  Working  natural  u  'otiders  in  the  energy  world. 
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Houston,  Texas 
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Lave/ki.  Michael  cuul  Slercn  Lorutto  auJ  their  neu-  home  (above)-  Directory, 
just  off  the  Antelope  Valley  Freeway,  of  neiv  homes  for  sale 
"I  don't  have  the  cash,  hut  I've  got  the  time." 
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Lancaster 


Paimdale 
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are  the  big  population  centers  in  the 
south  valley.  Palmdale's  population 
has  more  than  doubled  in  just  the  past 
four  years  to  an  estimated  56,600.  In 
the  same  period  Lancaster  has  jumped 
to  88,700  from  60,870. 

Where  there  are  Califomians,  there 
are  malls.  The  first  regional  shopping 
mall  will  open  in  September  in  Palm- 
dale,  a  sprawling,  744,000-square-foot 
complex  with  Sears  and  J.C.  Penney 
as  anchor  tenants  and  125  other  retail 
establishments.  About  80%  of  the 
space  is  already  committed.  Califor- 
nia's first  Wal-Mart  will  open  in  Lan- 
caster in  August. 

With  so  many  commuters,  there  is 
already  a  growing  demand  for  jobs 
closer  to  home.  When  Skywest  Air- 
lines recently  began  flying  from  Palm- 
dale  to  Los  Angeles  International  Air- 
port, it  advertised  that  it  had  six  job 
openings  in  Paimdale.  It  got  300  re- 
sumes. The  area's  skilled  labor  pool 
and  cheap  land  are  already  drawing 
the  next  wave  of  development:  light 


industrial  and  back-office  jobs  such  as 
assembly  operations  and  regional  pro- 
cessing centers  for  insurance  compa- 
nies and  banks. 

Anderson-Barrows  Metals  Corp., 
which  manufactures  brass  fittings  for 
the  plumbing  industry,  recently  put 
up  a  62,000-square-foot  building  in 
Paimdale.  "Many  of  my  employees 
had  already  moved  to  the  area,"  says 
Chairman  Dave  Anderson.  When  the 
company  opened  its  doors  in  Palm- 
dale,  there  were  ten  positions  open; 
1,300  people  applied. 

Lockheed  recently  laid  off  200 
workers  at  its  Paimdale  plant,  but 
there  will  be  no  net  job  loss.  Lockheed 
is  planning  to  move  its  supersecret 
"Skunkworks"  operation  to  Paimdale 
from  Burbank.  "For  the  long  term," 
says  Lockheed  spokesman  Jim  Rags- 
dale,  "we  expect  to  increase  employ- 
ment in  the  Antelope  Valley  and  have 
more  jobs  there  than  now."  Unless 
California's  environmental  fanatics 
get  in  the  way,  jobs  and  more  business 


will  undoubtedly  follow  the  people  to 
the  area. 

For  how  long  will  the  Antelope  Val- 
ley continue  to  offer  cheap  housing? 
Prices  have  begun  creeping  upward. 
About  IVi  years  ago  a  small  improved 
lot  m  Paimdale  sold  for  $25,000,  com- 
pared with  around  $50,000  today.  Be- 
tween the  end  of  1988  and  year-end 
1989,  home  prices  increased  over 
30%.  Sales  are  so  strong  for  homes 
priced  under  $140,000,  that  for  real 
bargains  you  now  have  to  drive  20 
minutes  north  of  Paimdale  to  Rosa- 
mond, where  the  Lovattos  live,  and 
even  a  bit  beyond.  Kaufman  &.  Broad, 
the  California  home  builder,  is  selling 
homes  in  Rosamond  from  $88,000  to 
$115,000.  These  are  scarcely  man- 
sions, ranging  from  950  square  feet  to 
1,531,  but  that's  cheap  by  California 
standards. 

Cheap  enough  to  persuade  people 
like  first-time  homeowners  Maureen 
and  Duane  McCorkle  to  put  up  with 
Duane's  excruciating  commute  of  140 
miles  round-trip  to  his  job  near  Los 
Angeles  International  Airport.  The 
McCorkles  and  their  four  children 
had  been  renting  a  two-bedroom, 
$700-a-month  apartment  in  the 
crime-ridden  beach  city  of  Venice. 
They  bought  a  four-bedroom  house  in 
Paimdale  for  $139,000.  Monthly  pay- 
ments, $1,100.  "I  like  the  idea  of  a 
new,  family-oriented  community, 
and  I  want  my  kids  to  grow  up  in  a 
safe  environment,"  says  Maureen. 

In  addition  to  first-time  buyers  like 
the  McCorkles,  the  Antelope  Valley 
is  attracting  previous  homeov^ners 
who  are  indulging  in  a  bit  of  property 
arbitrage.  Take  Donna  and  Tom  Ra- 
den,  who  bought  their  2,258-square- 
foot  Paimdale  house  two  years  ago  for 
$145,000.  They  financed  it  by  selling 
a  much  smaller  house  in  Saugus, 
about  40  miles  south  of  Paimdale,  for 
$163,000.  "We  wanted  more  house  for 
the  money,  and  we  never  could  have 
afforded  to  buy  a  house  like  this  any- 
place else,"  says  Donna. 

Fortunately,  despite  its  desert  land- 
scape, the  Antelope  Valley  has  an  ade- 
quate water  supply — mainly  from 
groundwater  and  the  State  Water  Proj- 
ect. Wallace  Spinarski,  general  man- 
ager of  the  Antelope  Valley/East  Kern 
Water  Agency,  estimates  the  area  has 
enough  water  for  800,000  to  I  million 
people. 

Ten  years  ago  anyone  who  made  the 
barren  and  tedious  drive  to  the  edge  of 
the  Mojave  would  have  found  Ante- 
lope Valley  a  most  unlikely  location 
for  the  next  San  Fernando  Valley.  But, 
as  the  valley's  fast  development 
shows,  many  people  prize  good  hous- 
ing over  leisure  time.  ■ 
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The  Private  Bank 
at  Bankers  Trust 


The  advantages  of 

a  merchant  bankto  today's 

private  banking  dient. 


Today's  global  economic  environment  is  such  that  financial 
perspectives  vary  widely.  For  some,  it  is  a  rocky  terrain  where  one 
treads  with  prudence.  For  others,  it  is  a  fertile  field  of  opportunity. 

At  Bankers  Trust,  we  believe  that  financial  security  and  finan- 
cial sophistication  should  not  be  mutually  exclusive. 

As  a  bank  whose  traditional  foundation  is  that  of  a  personal 
trust  company,  our  purpose  is  to  protect  and  enhance  wealth. 
But  as  part  of  a  global  merchant  bank,  our  unique  strength  is 
the  ability  to  offer  wealthy  individuals  access  to  sophisticated 
resources  as  well— from  foreign  currency  to  merger  and  acqui- 
sition capabilities. 

We  are  a  highly  experienced  private  bank  dedicated  to 
performance  and  personal  service.  And,  as  an  integral  part  of 
the  leading  U.S.  merchant  bank,  we  offer  a  full  spectrum  of 
financial  services. 

For  those  seeking  such  a  distinct  blend  of  financial  expertise. 
The  Private  Bank  at  Bankers  Trust  invites  you  to  consider  its 
advantages. 


AAA 


Worldwide  Asset  Management  for  the  Wealthy  Individual 


New  York 

Chicago 

Los  Angeles 

San  Francisco 

Miami 

West  Palm  Beach 

London 

Channel  Islands 

Geneva 

Zurich 

Hong  Kong 

Singapore 

Taiwan 


c  1990  Bankers  Trust  Company  and  Bankers  Trust  Company  of  Florida,  N.A.  Members  FDIC. 


Regions/Denver 


After  six  veiy  rough  years,  Denver  s  bat- 
tered and  depressed  economy  is  finally 
beginning  to  show  signs  of  life. 

"You  can't  fell 
off  the  floor" 


By  Rick  Reiff 


AFTER  SIX  YEARS  of  flat  salcs  in  the 
Denver  area,  the  Newland 
b  brothers'  sheet  metal  and 
heating  duct  business,  Hercules  In- 
dustries, is  up  15%  this  year.  With 
revenues  expected  to  pass  $12  mil- 
lion, Hercules  is  planning  to  expand 
into  a  nearby  tax-delinquent  ware- 
house next  spring,  and  for  the  second 
straight  year  is  putting  $100,000  into 
nevs^  tools  and  equipment. 


Denver's  economy,  ravaged  by  the 
collapse  in  oil  prices  and  a  rash  of 
overbuilding,  went  into  the  tank  in 
1985.  The  downtown  vacancy  rate 
soared  to  almost  30%,  unemploy- 
ment reached  8%,  and  for  the  first 
time  in  20  years  more  people  were 
moving  out  than  moving  in. 

"We  had  a  party  here  in  the  1980s, 
but  it  had  a  false  base:  S30-a-barrel 
oil,"  says  Paul  Newland,  the  youngest 
brother  and  Hercules'  sales  manager. 
"Now  It's  coming  back  slowly.  After 


all,  you  can't  fall  off  the  floor." 

Free  markets  are  wondrous  things. 
In  adapting  to  troubled  times,  much 
Denver  business  learned  to  be  more 
efficient.  The  Newlands  got  through 
the  long  Denver  slump  by  squeezing  a 
15%  wage  concession  from  its  union 
and  using  the  savings  to  buy  new  ma- 
chinery and  develop  business  as  far 
away  as  Seattle  and  Las  Vegas.  A  fifth 
of  Hercules'  orders  now  come  from 
out  of  state,  up  from  zero  seven  years 
ago.  "It's  the  best  thing  we  ever  did, 
because  when  you  go  out  of  state  you 
have  to  get  more  efficient,"  Newland 
says,  smiling.  The  Newlands  have  ex- 
panded, while  a  number  of  their  Den- 
ver competitors  have  died  out,  leaving 
them  with  a  bigger  share  of  whatever 
local  business  remains. 

Now  these  trial-hardened  compa- 
nies are  shifting  from  a  survival  mode 
to  a  growth  phase.  Among  the  posi- 
tive signs:  A  reviving  construction  in- 
dustry, fueled  largely  by  public  works 
around  Denver  and  building  in  Colo- 
rado's growing  resort  towns,  has  add- 
ed 1,300  workers  this  year  after  five 
years  of  decline.  The  medical  center 
of  the  Rocky  Mountains,  Denver  has 
seen  health  services  employment  rise 
at  an  annual  5.5%  rate  in  the  first 
three  months  of  1990.  Overall,  area 
employment,  after  dropping  in  1986 
and  1987,  has  slowly  rebounded, 
growing  0.6%  in  1988  and  1.7%  last 


Hercules  Industries'  Paul  Newland 

In  troubled,  times,  you've  got  to  learn  to  he  more  efficient. 
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Even  at  a  cost  of  $120  million,  it's  already  a  success. 


year.  Airport  traffic  is  up  4%  after  a 
three-year  decline. 

No  longer  dreaming  of  an  oil  and 
gas  nirvana,  Denver  is  readjusting  to 
its  historic  role  as  a  regional  services 
and  government  center.  Holding  at 
about  1.9  million  people,  it  boasts  a 
central  location,  easy  v^estem  living 
and  a  mountain  landscape  that, 
thanks  to  cleaner  car  fuels  and  wood- 


burning  bans,  is  viewed  through  a  less 
polluting  smog  than  seven  years  ago. 
The  strong  national  economy  has 
boosted  Denver's  tourism  industry, 
up  5%  in  the  first  three  months  of  this 
year.  Agriculture,  which  constitutes 
about  7%  of  the  Colorado  economy,  is 
in  the  fourth  year  of  recovery,  follow- 
ing the  nation's  farm  economy  gener- 
ally. The  Denver  area's  winter  wheat 


harvest  is  expected  to  be  up  55%  over 
last  year,  while  local  cattle  farmers 
were  recently  fetching  a  record  $80 
per  hundredweight.  Even  energy-re- 
lated employment,  which  once  ac- 
counted for  nearly  10%  of  the  state's 
employment,  has  bottomed  out,  and 
is  up  almost  1%  this  year,  though 
now  generating  only  a  sober  4%  or  so 
of  the  state's  jobs. 

Like  many  other  busted  economies, 
Denver's  depression  has  sown  the 
seeds  of  its  recovery.  Downtown  of- 
fice vacancy  rates,  for  example,  which 
still  top  the  nation  at  25%,  have  driv- 
en rents  to  a  national  low  of  $13  per 
square  foot,  on  average,  and  renewed 
interest  among  relocating  companies 
and  bargain  hunters.  Merrill  Lynch, 
American  Express  and  Nordstrom 
have  moved  credit  card  processing  op- 
erations to  Denver,  adding  more  than 
1,000  jobs;  Texaco  moved  200  jobs 
from  Texas,  and  at&t's  new  long- 
distance communications  center  will 
employ  500. 

The  city  now  boasts  the  new  $126 
million  Colorado  Convention  Center, 
which  has  already  attracted  three 
times  the  bookings  of  creaky  old  Cur- 
rigan  Hall.  A  bevy  of  tony  retailers  is 
flocking  in.  The  Cherry  Creek  Shop- 
ping Center,  3  miles  from  downtown, 
will  open  in  August  with  Saks  Fifth 
Avenue,  Neiman  Marcus  and  Lord  &. 


T 


odoyfe  Force  m  tiucks,,, 


Froru  I  -ocjiies  to  award-wmnmg  Cargo, 
Ford  is  building  Americas  best-selling  line 
of  medium  duty  trucks. 

The  Ford  Workforce. 

Our  long-haul  aero  tractors. . . 
AeroMox,  long-nose  LTL,  cab-over  CL. . . 


are  the  luel-savmgest  big  Fords  ever  built. 
That's  the  Ford  AeroForce. 

And  how  does  Ford  envision  the 
future  in  big  trucks? 

We  see  rigs  with  one  smooth  line 
between  tractor  and  trailer. 
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Taylor  all  bringing  their  first  stores  to 
the  area.  Local  billionaire  Marvin  Da- 
vis has  announced  plans  to  build  an- 
other fancy  mall  on  the  southeast 
side,  anchored  by  Nordstrom. 

More  important,  in  terms  of  new 
jobs,  is  the  earth-moving  for  the  city's 
new  airport,  a  $2  billion  gamble  to  try 
to  become  the  second-busiest  air  hub 
after  Chicago.  While  there  is  no  assur- 
ance that  the  grand  facility,  scheduled 
to  open  in  late  1993,  will  be  the  suc- 
cess Denver's  city  fathers  expect,  the 
airport  will  generate  nearly  7,000  bad- 
ly needed  construction  jobs  in  the 
meantime. 

Tom  Walls,  owner  of  the  Trinity 
Grill,  a  financial  district  watering 
hole  of  the  powers  that  be,  is  so  up- 
beat about  Denver's  prospects  that  he 
is  adding  a  second  restaurant  down- 
town. "Five  years  ago  people  were 
looking  at  maps"  to  plot  their  way 
out,  he  says.  "Now  they're  talking 
about  trading  up  their  homes." 

Check  out  the  prices:  Paul  Smola, 
who  expects  his  own  home-remodel- 
ing business  to  match  its  1986  high  of 
$750,000  in  sales,  is  buying  a  ten- 
year-old  four-bedroom  home  with  a 
swimming  pool  in  suburban  Aurora 
for  $161,000— only  45%  of  what  it 
sold  for  five  years  ago.  Hercules'  Paul 
Newland  recently  bought  a  foreclosed 
home  at  Denver's  Columbine  Coun- 


Denrer's  new  ahport  under  const?  i  a  lion 

The  $2  billion  gamble  will  provide  nearly  7,000  construction  Jobs. 


try  Club  for  $260,000— that's 
$170,000  less  than  what  the  previous 
owner  paid  in  1987. 

Relatively  cheap  housing  was  just 
one  reason  that  Ncwmont  Mining 
Corp.  chose  Denver  over  ten  other 
western  cities  for  the  relocation  of  its 
corporate  headquarters  and  170  jobs 
from  midtown  Manhattan.  New- 
mont's  other  considerations:    excel- 


lent transportation  and  education  fa- 
cilities, and  an  unbeatable  lease — $10 
a  foot  per  year  for  ten  years. 

"Denver  is  to  hard  rock  what  Sili- 
con Valley  is  to  high  tech,"  says  New- 
mont  Vice  Chairman  Richard  Leath- 
er, a  relocated  Long  Islander  turned 
Denver  booster.  "I  don't  wear  a  hat 
these  days,  but  I  do  wear  a  western 
smile."  ■ 


T 


„ana  xomorrows, 


Drag  coefficients  lower  than  ever.  And 
better  fuel  economy  than  todays  best  numbers. 

Ford  is  now  the  only  full-line  U.S. 
manufacturer  in  every  class  of  big  trucks. 

One  reason  why  we're  today's  Force 
in  trucks.  And  tomorrows. 


The  Force 


\7/®KF®E' 


in  trucks 
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On  the  Docket 


You  tell  your  broker  to  buy  a  high-flying 
stock  for  you.  The  stock  bombs.  Can  you 
sue  someone?  Yeah,  the  broker. 

Ta  shouldn't  a 
let  me  do  it 


By  James  Lyons 


As  IF  GRASPING  lawyers  didn't 
have  enough  business,  a  Cah- 
i  fomia  state  court  recently 
ruled  that  stockbrokers  have  a  duty  to 
keep  their  clients  from  making  fool- 
ish investments.  Says  Thomas  LoSa- 
vio,  a  lawyer  who  has  defended  sever- 
al brokerage  firms,  "This  decision 
puts  brokers  in  the  same  category  as 
doctors,  lawyers  and  accountants." 

It  would  be  comforting  to  dismiss 
the  decision  as  a  fluke.  But  the  ruling 
is  being  used  right  now  as  a  precedent 
in  state  and  federal  cases  against 
stockbrokers — in  ar- 
bitration cases,  too. 

Forbes  would  be 
the  last  publication  to 
mount  a  blanket  de- 
fense of  all  stockbro- 
kers, some  of  whom 
are  notoriously  slea- 
zy. But  this  latest  rul- 
ing threatens  to  ex- 
pose brokers  to  a  rash 
of  silly  suits. 

The  case  that  start- 
ed all  this  was  Duffy 
v.  Cavalier,  which 
was  handed  down  by 
a  California  court  of 
appeals  last  Novem- 
ber. The  court  held 
that  a  broker  has  an 
obligation  to  deter- 
mine a  customer's 
"actual  financial  situ- 
ation and  needs"  and 
must  not  recommend 
"any  inappropriate 
transactions."  Exact- 
ly how  much  of  a  fi- 
duciary duty  brokers 


owe  their  customers  varies  with  each 
situation.  But  according  to  Duffy,  bro- 
kers have  some  fiduciary  duty  in  all 
circumstances. 

It  is  one  thing  for  the  courts  to 
punish  a  broker  who  puts  aged  pen- 
sioners into  gambles  or  even  executes 
orders  for  them  that  look  risky.  But 
does  the  typical  investor  need  to  be 
protected  against  himself? 

The  Duffy  case  began  way  back  in 
1979  when  a  Lehman  Brothers  broker 
named  King  Cavalier  placed  a  cold 
call  to  Elmore  Duffy.  Duffy  was  no 
duffer.  He  was  then  chairman  and  ma- 
jority owner  of  Capital  Wholesale 
Electric  Co.,  an  elec- 
trical supply  house 
with  $20  million  in 
annual  revenues  at 
the  time  and  100 
workers  on  the  pay- 
roll. Besides  running 
the  company,  Duffy 
managed  its  profit- 
sharing  plan — and 
managed  it  rather 
badly.  He  had  "inves- 
ted" some  of  the 
plan's  money  in  stock 
options,  resulting  in  a 
net  loss  of  $43,000. 

What  happened 
next  is  disputed,  but 
everyone  agrees  that 
King  Cavalier  began 
brokering  some  in- 
vestments for  Duffy's 
profit-sharing  plan, 
and  in  that  capacity 
he  lost  about  $90,000 
on  a  series  of  trades 
involving  Reynolds 
Metals  call  options. 
Basically  the  bet  was 


that  Reynolds  stock  would  rise,  but  it 
quickly  fell.  Duffy  now  says  that  he 
chose  options  trading  because  he 
thought  it  would  offer  higher  returns 
than  safer,  simpler  positions  in 
stocks.  Instead  of  getting  high  re- 
turns, Duffy's  account  with  Lehman 
was  almost  wiped  out. 

In  last  November's  ruling  the  Cali- 
fornia court  of  appeals  upheld  an  earli- 
er jury  verdict  that  Cavalier  and  Leh- 
man should  pay  Duffy  $300,000  in 
compensatory  and  punitive  dam- 
ages— in  spite  of  the  fact  that  Duffy 
had  a  previous  record  of  playing  the 
options  market  with  the  profit-shar- 
ing money.  Lehman  Brothers  ap- 
pealed the  verdict,  but  in  retrospect  it 
seems  it  should  have  left  well  enough 
alone.  On  appeal,  the  court  stated  flat 
out  that  brokers  have  a  fiduciary  duty 
to  all  customers,  be  they  sophisticat- 
ed or  naive. 

Only  in  California?  Defense  law- 
yers say  there  is  plenty  of  California 
craziness  in  the  opinion  by  Judge  Bet- 
ty Barry-Deal.  Former  Lehman  Broth- 
ers general  counsel  Saul  Cohen  quips 
that  the  appellate  court's  affirmance 
is  a  demonstration  of  the  California 
court's  own  "lack  of  sophistication  in 
securities  matters." 

True,  but  the  Duffy  ruling  is  already 
being  used  by  plaintiffs'  lawyers  as  a 
weapon  in  their  assault  on  brokers. 

Earlier  this  year  another  California 
appellate  court  cited  Duffy  in  rein- 
stating a  suit  brought  against  E.F. 
Hutton  by  two  investors  who  bought 
into  speculative,  high-technology 
limited  partnerships.  Hutton  hiain- 
tained  that  the  two  customers  should 
be  considered  sophisticated  investors, 
and  therefore  needed  no  nursemaid- 
ing  from  a  broker.  Hutton  had  a  good 
case:  One  plaintiff  was  the  financial 
vice  president  of  a  small  California 
company;  the  other  was  the  control- 
ler. Both  men  had  undergraduate  ac- 
counting degrees. 

But  skill  in  taxation  and  account- 
ing, the  court  found,  did  not  give  the 
customers  expertise  in  high-tech  re- 
search or  limited  partnerships.  Appar- 
ently these  plaintiffs  weren't  experts 
in  reading,  either.  The  offering  docu- 
ments for  the  limited  partnerships  in 
which  these  executives  bet  their 
money  clearly  noted  that  the  invest- 
ments entailed  a  high  degree  of  risk. 
What's  more,  before  doing  business 
with  Hutton,  both  investors  signed 
agreements  stating  that  they  consid- 
ered themselves  sophisticated  in  the 
ways  of  the  market. 

Isn't  it  all  wonderful?  Take  a  gam- 
ble and  win,  and  you  get  a  sore  arm 
patting  yourself  on  the  back.  Lose, 
and  you  sue  your  broker.  ■ 
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THE  25  MHz  SUPER-386N  FROM  HYUNDAI. 

■  GO  AHEAD,  MAKE  YOUR  DAY.     NATIONWIDE  NETWORK  OF  DEAL- 
ALL  THE  POWER  AND  SPEED  ANY     EPS.  24-HOUR  "SERVICE-ON- 


COMPANY  NEEDS  TO 
HANDLE  COMPLEX  AP- 
PLICATIONS AND  GET 
THE  WORK  DONE,  NOW 
ANDINTHEFUTURE.THE 
POWERFUL  386  SERIES 
OF  COMPUTERS  FROM 


SITE"  OPTION.  SUPER- 


386N:  80386  PROCES- 


SOR,  8/25  MHz,  2  MB  RAM 
INSTALLED  EXPANDABLE 
TO  16  MB,  64  KB  ROM, 
32  KB  CACHE,  SPACE 
FOR  5  HALF-HEIGHT  DISK 
HYUNDAI.  WITH  MS-DOS  4.01,  DRIVES:  5.25"  OR  3.5';  EIGHT 
GW  BASIC.  OS/2  AND  UNIX  COM-  EXPANSION  SLOTS.  16  BIT  VGA 
PATIBLE.  18-MONTH  WARRANTY.     WITHMOUSEPORT.    ■ 


•727- 
6972 


MS-OOS  and  UNIX  are  fEgisiered  trademarks  of  Micrasoh  Corp  and  AT6T.  respecuvety  OS/2  is  a  trademark  ol  Imernaiional  Business  Machines  Corporaiion   C)  1990.  Hyundai  Elecironics  America  All  nghis  reserved 

▲  HYUNDAI 


The  Larger  Context 


Americans  were  so  thrilled  by^  the  person- 
ality and  celebrity^  of  Nelson  Mandela 
they  forgot  to  ask  him  what  he  stands  for. 

NO  HARD 
QUESTIONS,  PLEASE 


By  Michael  Novak 


One  of  the  most  abiding  signs  of 
racism  in  the  media  is  its  applica- 
tion of  a  double  standard  to  blacks 
and  to  whites.  This  tendency  was 
quite  visible  during  the  recent  U.S. 
visit  of  Nelson  Mandela. 

Mandela  deserves  honor  for  the 
good  humor  with  which  he  has 
stepped  into  the  sunshine  of  world 
acclaim  after  enduring  27  long  years 
in  prison.  His  smile,  his  self-assur- 
ance and  his  purposiveness  com- 
mand our  respect.  His  gentle  man- 
ner wins  our  affection. 

But  none  of  this  puts  him  above 
criticism.  Since  he  came  to  the  U.S. 
billed  as  a  political  leader,  the 
media  should  have  done  a  great  deal 
more  than  merely  celebrate  him  as 
a  personality.  Nelson  Mandela  is 
the  most  visible  public  face  of  an 
otherwise  secretive  and  extremist 
organization,  the  African  National 
Congress.  Surely  the  substance  of 
the  ANc's  aims  is  germane.  Surely 
these  aims  should  be  discussed.  But 
they  were  hardly  mentioned  during 
his  visit  here. 

If  Mr.  Mandela  were  white — if  he 


Philosopher,  journalist  and  ex-US.  ambas- 
sador Michael  Novak  directs  social  and  po- 
litical studies  at  the  American  Enterprise 
Institute  in  Washington,  DC.  His  book  The 
Spirit  of  Democratic  Capitalism  has  been 
widely  translated  around  the  world. 


were  Margaret  Thatcher,  Helmut 
Kohl,  Fidel  Castro  or  even  Mikhail 
Gorbachev — his  substantive  views 
would  certainly  have  been  subject- 
ed to  criticism.  Yet  no  one  seemed 
to  wish  to  be  the  first  to  criticize  a 
black  hero.  This  was  cowardice, 
bom  of  a  double  standard. 

And  there  is  another  problem 
with  this  quite  admirable  and  at- 
tractive man:  He  maintains  a  close 
alliance  with  the  Communist  Party. 
Consistently,  he  exalts  collectivist 
over  individual  decision  making. 
He  boldly  and  openly  (on  Nigbtline, 
on  MaCi\eil-Lebn'r]  supports — in 
Marxist  terminology — "progressive 
forces";  Qaddafi,  Castro,  the  Cu- 
ban-backed Marxist  government  of 
Angola,  the  plo  and  others. 

As  David  Roberts  Jr.  wrote  in 
Commentary  two  years  ago,  "The 
important  point  is  that  the  current 
ANC  leadership — all  of  it — has  ac- 
cepted the  terminology,  definitions, 
political  program,  tactics  and  the 
entire  load  of  ideological  baggage 
that  make  up  the  essence  of  Lenin- 
ism." Hammer-and-sickle  banners 
drape  the  stage  at  every  anc  rally. 

Praising  Cuba  earlier  this  year, 
Mandela  said:  "There's  one  thing 
where  that  country  stands  out  head 
and  shoulders  above  the  rest.  That 
is  in  its  love  for  human  rights  and 
liberty."  Does  he  show  no  pity  for 
Armando  Valladares  and  those  pris- 
oners still  in  Cuba's  jails? 

The  "constitutional  guidelines" 
published  by  the  anc  in  1988  give 
immense  ideological  discretion  to 
any  future  anc  government  that 
might  wish  to  deprive  citizens  of 
their  rights,  as  the  New  Republic  re- 
cently noted.  Under  the  anc  the 
state  would  have  control  not  only 
over  social  and  economic  life,  but 


also  over  habits,  thinking,  con- 
sciousness and  behavior.  It  would 
have  every  instrument  of  control 
held  by  the  current  authoritarian 
government,  plus  new  ones. 

So  what  program  was  it  that 
Americans  were  being  asked  to  sup- 
port during  Mr.  Mandela's  whirl- 
wind tour— $200,000  from  the  Na- 
tional Council  of  Churches,  $5,000 
per  couple  from  a  1,000-people  din- 
ner in  Boston,  etc.?  What  will  hap- 
pen to  black  South  Africans  under 
an  ANC  regime?  It  could  be  what 
happened  to  dissenting  Cubans  un- 
der Castro.  On  this  point,  recent 
African  precedents  are  not  reassur- 
ing. Under  an  ideologically  rigid 
ANC,  South  Africa  could  well  suffer 
severe  economic  dislocations  from 
a  sudden  descent  into  socialism, 
and  thus  experience  damage  far 
more  severe  than  that  of  less-devel- 
oped economies. 

For  one  fact  about  current-day 
South  Africa  should  not  be  dis- 
missed: Execrable  and  humiliating 
as  its  apartheid  system  is.  South 
Africa's  economy  offers  brighter 
hopes  for  the  future  than  does  any 
other  economy  in  sub-Saharan  Afri- 
ca. The  ANC  could  easily  destroy 
this  hope,  if  its  present  thinking 
does  not  change. 

Five  years  ago  in  Cotmnetttary,  his- 
torian Paul  Johnson  noted  that  there 
were  more  black  women  in  South 
Africa  with  professional  qualifica- 
tions (more  than  100,000)  than  in 
the  whole  of  the  rest  of  Africa.  Only 
in  South  Africa  have  the  real  ip- 
comes  of  blacks  risen  substantially 
for  the  last  25  years.  There  are  more 
black-owned  automobiles  in  South 
Africa  than  private  cars  in  the  whole 
U.S.S.R.  All  by  itself.  South  Africa 
produces  75%  of  the  total  gnp  of  all 
of  Africa  south  of  the  Sahara. 

"If  the  Sahara  is  ever  socialized," 
goes  an  Eastern  European  joke,  "in 
two  years  there  will  be  a  shortage  of 
sand."  If  Nelson  Mandela  is  leading 
his  people  into  a  socialist  night,  he 
is  no  liberator.  And  his  name  will 
eventually  live  not  in  glory,  but  in 
infamy.  It  behooves  those  who 
would  be  his  friends  to  question 
him  closely  on  his  aims — and  to 
direct  his  attention  to  the  disasters 
that  have  befallen  socialist  regimes 
during  the  27  years  he  was  in  prison. 

If  we  would  not  wish  socialism 
upon  European  whites,  we  should 
certainly  not  wish  to  bring  it  down 
upon  South  Africa's  blacks,  who 
have  already  suffered  more  than 
enough.  ■ 
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Special  Advertising  Supplement 


ATLANTA:  AN  OLYMPIAN  CITY 


1  he  spirit  of  Atlanta  is  what  makes  it 
a  winner.  Yes,  it's  the  Southeastern  capital 
of  communications  and  commerce.  It  has 
beautiful  buildings,  a  great  airport,  lovely 
homes,  comfortable  weather.  It's  a  conven- 
ient place  to  do  business;  an  easy  place  to 
live.  But  it's  the  spirit  of  Atlanta  that  sets  it 
apart  —  a  spirit  of  openness,  idealism  and 


^ 


By  Faye  McDonald  Smith 

a  "we  can"  attitude. 

As  the  U.S.  designee  for  the  1996  Summer 
Olympic  Games,  Atlanta  represents  the  noble 
ideas  of  the  Olympic  philosophy.  It  is  a  city 
unafraid  to  reach,  to  explore,  to  do.  It  is  a 
city  of  connectedness,  of  people  from  dif- 
ferent backgrounds  and  cultures  coming 
together  to  make  dreams  real. 


TLAiNTA:  An  Olympian  City 


Out  of  the  ashes.  . . . 
leaping  to  new  heights 


s, 


hnct  its  infancy  Atlanta  has  been 
blessed  with  able,  visionary  leadership. 
Perhaps  it  was  the  burning  of  Atlanta  dur- 
ing the  Civil  War  that  set  in  motion  the 
legacy  of  strong  leadership  —  leadership 
with  an  eye  towards  the  future.  The  people 
of  Atlanta  rebuilt  their  city,  and  like  the 
mythical  symbolic  Phoenix,  the  bird  which 
rises  out  of  the  ashes,  the  new  Atlanta 
emerged  from  visionary  spirit  and  hard 
work.  That  same  vision  and  commitment 
has  propelled  Atlanta  to  the  apex  of 
technological  advances  and  business 
development. 

Atlanta   can   take   care   of  business. 
Blueprints  and  renderings  soon  transform 


City  of  Atlanta's  Official  Seal. 


Ronald  W.  Allen 

Chairman  of  the 
Board  &  CEO 
Delta  Air  Lines,  Inc. 

There  is  an  increas- 
ing awareness  of 
Atlanta  throughout 
the  world  as  a  key 
U.S.  international 
d  as  a  community  anxious 
business  relationships 


aviation  guts. va-,1 
to  strengthcji  iij 
throughout  the  ^  o 


We've  taken  pride  for  i ;  'fiv  5  ears  in  being  an 
'international  city,'  and  Atlania  dnc  and  com- 
munity leaders  have  backed  up  that  pride  with 
hard  work  and  commitment.  The  result  has 
been  diversified  economic  growth  for  our  ci- 
ty and  state. 


into  joyous  groundbreakings.  Effective 
political  leadership  paves  the  way  for  con- 
crete economic  results.  Mayor  .Maynard 
Jackson  works  closely  with  elected  officials 
and  business  leaders  to  create  a  strong  pro- 
business  environment.  Such  cooperation  is 
a  critical  anchor  for  the  success  of  several 
recent  accomplishments.  The  Sl4()  million 
I'nderground  Atlanta,  which  opened  last 
summer,  is  a  vital  downtown  retail  /entertain- 
ment complex.  The  deorgia  Dome,  a  SIM 
million  enclosed  stadium,  will  .seat  over 
70,000  people  when  it  opens  in  1992.  The 
199-4  Super  Bowl  will  come  to  Atlanta 
primarily  because  of  the  city's  strong  and 
enthusiastic  bid  to  handle  such  an  event.  And 
of  course,  Atlanta's  selection  as  the  U.S. 
candidate  city  to  host  the  1996  Olympics  is 
the  result  of  a  tremendous  investment  of 
time  and  resources.  Hundreds  of  business 
and  civic  leaders,  headed  by  former  UN 
Ambassador  Andy  '^'oung,  are  making  it  clear 
that  Atlanta  seeks  the  honor  of  carrying  the 
Olympic  torch. 

It's  this  kind  of  cooperative  spirit  between 
the  business  community  and  government 
officials  which  provides  an  ideal  atmosphere 
for  businesses  to  set  up  shop.  And  many 
have.  Atlanta  is  home  to  numerous  U.S.  cor- 
porations and  international  firms  who  have 
established  headquarters  or  regional  offices 
in  this  Jewel  of  the  South. 


Stan  Kabala 

Southern  Region 
Vice  President 
of  Marketing 
AT&T 

Thequality  of  life 
in  Atlanta  gives  the 
city  its  distinction. 
I  felt  comfortable 
the  minute  I  moved  here. 

The  people,  the  hospitality,  the  graciousness, 
the  diversity  of  cultures  and  the  climate  all 
combine  to  make  Atlanta  an  ideal  place  to  live 
and  do  business. 


Mayor  Maynard  Jackson, 
City  of  Atlanta 

Atlanta  is  my  hometown  and  I  am 
proud  to  serve  as  its  mayor.  The 
public  and  private  sectors  work 
well  together  to  get  things  done. 

We  are  a  city  on  the  cutting  edge. 


Crossing  Borders. 
Breaking  Barriers 


iltlanta  Hartsfield  International  Air- 
port brings  the  international  business  com- 
munity ever  closer.  Atlanta  is  a  major  con- 
necting point  and  stopping  point  not  only 
throughout  the  U.S.,  but  to  Europe,  the  Far 
East  and  Latin  America.  Last  year,  1,752,597 
international  passengers  came  through  the 
Atlanta  airport,  the  second  busiest  in  the 
world. 

With  about  2200  flights  per  day,  Hartsfield 
provides  direct  plane  service  to  28  interna- 
tional destinations  via  nine  foreign  flag  car- 
riers and  two  domestic  airlines.  International 
traffic  to  and  from  Atlanta  is  so  heavy  that 
Hartsfield  is  expecting  to  build  a  new  inter- 
national concourse  with  34  gates  instead  of 
the  current  14.  For  some  time,  Atlanta  has 
called  itself  "the  next  great  international 
city."  That  phrase  is  now  obsolete.  According 
to  the  Atlanta  Chamber  of  Commerce,  Atlan- 
ta has  1,075  foreign  facilities  (including  33 
international  banks);  14  career  consulates;  22 
honorary  consulates;  20  trade  and  tourism 
offices,  and  9  foreign  chambers  of  com- 
merce. Atlanta  is  an  international  city. 

The  United  Nations  Institute  for  Training 
and  Research  (UNITAR)  is  planning  to 
establish  a  major  training  center  in  Atlanta. 
The  center  will  offer  courses  to  diplomats, 
government  officials  and  business  executives 
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PMo  otner  airime  orings  any  otner  city  as  many  mgnts. 

In  fact,  Delta  and  The  Delta  Connection'  can  fly  you  to 

Atlanta  from  more  than  260  cities  around  the  world.  From  all 

across  the  U.S.,  as  weU  as  France,  England,  Germany,  Ireland, 

the  Netherlands,  Japan,  Korea,  Taiwan,  Bangkok,  Mexico, 

Canada,  Bermuda,  Puerto  Rico  and  the  Bahamas. 

We're  proud  to  call  Adanta  home. 
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in  such  areas  as  peacemaking,  socio- 
economic development,  environmental 
management  and  international  law.  The  In- 
ternational Business  Council  (IBC)  is  another 
Atlanta  resource  which  promotes  interna- 
tional economic  development.  A  part  of  the 
University  System  of  Georgia,  IBC  links 
leaders  in  business,  acadcmia  and  the  inter- 
national community.  One  of  its  initiatives  is 
the  International  Business  Fellows  Program, 
an  intensive  two-week  seminar  (part  of 
which  is  spent  in  Europe),  aimed  at  high- 
level  managers  who  need  or  want  more  in- 
ternational experience.  IBC  also  publishes  an 
international  services  directory  and  sponsors 
an  export  marketing  network  to  assist  com- 
panies with  overseas  shipments. 

Clearly,  Atlanta  recognizes  the  importance 
of  the  global  marketplace  in  which  it  plays 
such  a  major  role.  Time  and  again  it  has 
proven  that  not  only  can  it  meet  the 
challenges  of  international  business,  but  it 
sets  a  new  standard  of  leadership  in  this 
dynamic  world-wide  arena.  1 


ISFORLM  -  the  technology  solution  headquarters  at  the  Atlanta  Market  Center. 


We 


c  set  the  precedent  in 
oflcring  the  finest  in  architec- 
tural statuary,  period  furni- 
ture, important  works  of  art 
and  vintage  cars.  From  the 
great  palaces  of  Europe  to  the 
stately  homes  and  manors 
across  the  country,  come 
unparalleled  collections  of 
exquisite,  one  of  a  kind  items 
for  the  discriminating  collec- 
tor and  home  buyer. 


Don't  Miss  Our 

Next  Big 
Architectural 

Auction 
October  1990 


Featured  Item:  19th  century 
carved  marble  8'  Fountain. 


THE  LEGEND  CONTINUES.  .  . 

Call  For  Auction  Details  and  Compliincntarv  Catalog 
1-800-962-5229/404-457-1905     5070  Pcachtrcc  Ind.  Blvd.,  Atlanta,  GA  30341 


Soaring  Upwards, 
Outwards  &  In  Between 

If  you  want  stagnation,  don't  stop  here. 
Atlanta  is  a  city  on  the  move  —  growing 
taller,  stretching  further,  strengthening 
within.  Near  the  airport,  Hartsfield  Centre 
is  under  construction,  a  massive  three-phase 
hotel /office  joint  venture  between  Balfour 
Beatty  Developments  and  London  & 
Edinburgh  Trust.  In  the  business  district,  the 
World  Congress  Center  is  trying  to  expand 
its  already  sprawling  exhibition  space  of 
640,000  square  feet.  At  the  Atlanta  Market 
Center  (AMC)  a  $145  million  gourmet  gift 
mart  is  being  built.  It  will  join  AMC's  popular 
Merchandise  Mart,  Apparel  Mart,  Decorative 
Arts  Center  and  its  high-tech  arm  INFORUM, 
a  technology  solution  center  where  com- 
puter and  communications  manufacturers 
display  their  wares. 

Downtown  and  in  midtown,  new  office 
towers,  hotels  and  retail  marts  are  constant- 
ly changing  the  shape  of  the  city.  And  every 
six  months  or  so  photographers  worth  their 
fee  must  climb  their  favorite  perch  to  take 
yet  another  updated  picture  of  Atlanta's 
dazzling  skyline.         continued  on  pg  8 


To  ensure  life,  liberty  and  the  pursuit  of 
happiness  in  your  office,  we'd  like  to  propose  a 
system  that's  guaranteed  to  work.  The  Lanier 
copier  system.  Lanier  copiers  are  guaranteed  to 
be  up  and  running  98%  of  the  time.  You  get  a 
leaner  for  the  times  it's  not 


And  you  get  a  24-hour  toll-free  Hot  Line 
for  any  questions  you  have.  So  for  more 
productivity,  call  1-800-852-2679.  And 

make  a  declaration  that  you  wantthe  very 
best  copier  system  in  the  USA.  Lanier. 
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Some  restrictions  apply.  See  your  local  Lanier  copier  representative  for  full  details. 


ImpossMe  Deadlines. 
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Maybe  Not. 

The  AT&T  Calling  Card  cdn  make  the  tightest  deadlines  easier  to  deal  with. 
No  other  calling  card  even  comes  close  to  letting  you  call  so  many  places 
around  the  world  from  so  many  places  in  the  U.S. 

Or  offers  as  many  operators  to  speed  your  calls  through.  Or  gives  you 
as  much  service. 

No  other  calling  card  connects  you  to  a  worldwide  network  as 
reliable  as  ours.  And  does  it  all  with  the  ea.se  and  convenience  of  the 

world's  most  widely  accepted 


AKT 


311   555   HIHR   1111 

BOB  AOUILINA 
EST"  I H  31 !  555  4742  6 

AIKT.  How  can  we  help  you? 


calling  card. 

'    So  if  you  don't  have  the 
AT&T  Calling  Card,  here's  a 
deadline  you  should  meet 
right  away 

Call  1800  551-3131 
Ext.  4203  for  your  free 
AT&T  Calling  Card. 


ATgT 

The  right  choice. 
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Having  a 
Swimming 
Good  Time 


lAtlanta  is  a  fun  place  to  live.  It's  uplift- 
ing, embracing,  outrageous.  You  can  be 
among  25,000  runners,  joggers  and  Olym- 
pians who  sweat  trek  in  the  Peachtree  Road 
Race  each  4th  of  July.  You  can  join  the 
55,000  members  of  the  Atlanta  Lawn  Ten- 
nis Association  who  play  ball  as  hard  as  the 
pros.  You  can  mix  with  the  masses  and  flex 
your  vocal  chords  for  the  Haw  ks,  Bra\es,  and 
Falcons  and  the  collegiate  Georgia  Tech 
Yellow  Jackets  and  Georgia  Bulldogs  (uh, 
Dawgs). 

But  if  crowds  crowd  you  and  respite's 
more  your  speed,  try  boating  at  Lake  Lanier 
for  a  reflective  crui.se  around  the  bay.  Visit 
the  Martin  Luther  King,  Jr  Center,  the  Jimmy 
Carter  Library,  the  High  Museum  of  Art. 
Indulge  in  restaurants  where  dining  is  fine. 
Or  browse  for  a  while  at  Great  Gatsby's,  an 
architectural  antique  dealer.  There  you  can 
pick  up  exported  "trinkets"  like  a  Ferrari, 
Oriental  rugs,  or  garden  statuary  for  your 
backvard. 


The  Dorothy  Chapman  Fuqua  Conservatory  at  the  Atlanta  Botanical  Garden. 


For  some  of  the  best  music  in  town, 
patronize  the  parks.  At  Chastain,  savor  a 
champagne  and  caviar  picnic  to  the  sounds 
of  the  Atlanta  Symphony  Orchestra.  Or  take 
in  live,  free  jazz  at  Piedmont,  home  of  the 
renowned  Arts  Festival.  Piedmont  is  also  the 
site  of  the  Atlanta  Botanical  Garden  where 
you  can  get  an  eyeful,  and  then  some,  of  the 
most  exotic  flora  around.  While  there,  don't 
miss  the  Dorothy  Chapman  Fuqua  Conserva- 
tory, a  glas.sed  horticultural  delight.  This 
S5.5  million  gift  from  Atlanta  industrialist 
J.B.  Fuqua,  is  a  haven  for  thousands  of 
tropical,  desert  and  endangered  plants. 


Want  mountains?  Drive  north  to  Helen,  GA 
or  the  Great  Smoky  Range.  Crave  water?  Go 
south  to  Savannah /Hilton  Head  for  some  of 
the  best  beach  in  the  East.  Hike  at  Callaway, 
bike  to  Lenox,  raft  down  the  Chattahoochee 
and  tee  off  at  Bitsy  Grant,  one  of  the  city's 
gorgeous  greens. 

Atlanta  truly  has  something  for  everyone. 
Check  out  the  laser  show  at  Stone  Mountain, 
the  Sumatran  tiger  at  the  zoo,  a  concert 
at  the  Fox.  White  Water,  Six  Flags,  the  Atlanta 
Ballet.  Hop  a  ride  on  MARTA  and  the 
New  Georgia  Railroad.  And  don't  forget 
Underground. 

Soaring  Upwards 
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But  the  bricks,  mortar  and  glass,  im- 
pressive as  they  are,  comprise  only  the  glossy 
top  coat  that  makes  Atlanta  shine.  The  real 
foundation,  the  prime  layer,  is  the  winning 
attitude  of  Atlantans  who  work  enthusias- 
tically to  keep  their  city  a  frontrunner. 

As  one  of  the  nation's  top  convention 
centers,  Atlanta  has  the  infrastructure  in 
place  to  handle  large  numbers  of  people.  Not 
only  does  it  meet  the  needs  of  its  own 
diverse  metropolitan  population  of  2.5 
million,  but  it  plays  host  daily  and  graciously 
to  thousands  of  visitors.  Whether  welcom- 
ing 80,000  sporting  goods  delegates  to  the 
Super  Show,  or  80  relatives  for  a  family  re- 
union, Atlanta  offers  unparalleled  hospitality. 
Which  is  why  many  visitors  choose  to  stay. 
Stories  abound  of  folks  who,  "just  stopping 
over,"  end  up  putting  down  roots.  That's  the 
ultimate  compliment  for  any  city. 


So  how  did  the  LR.S.  like  your  new  office  furniture? 


I.R.S.,  C.RA.,  C.F.O.  The  way  to 
impress  the  people  with  letters  is  with 
the  right  numbers.  When  it  cx)mes  to 
office  furniture,  Aaron  Rents  &  Sells 
has  the  right  numbers. 

Start  with  this  one:  three.  Every  one 
of  our  price  tags  displays  three  options. 

One.  You  can  purchase  the  furniture 
outright  at  a  better-than-competitive 


price.  We  offer  famous  brands,  and  we 
also  manufacture  our  own. 

Two.  You  can  rent  it.  We're  America's 
furniture  rental  leader.  There  are  many, 
many  advantages  to  rental.  Talk  to  one 
of  those  lettered  people  about  it. 

Three.  You  can  take  advantage  of 
the  new  Aaron  Rent-To-Own  Program. 
It's  like  buying  your  office  fumiture- 


without  a  down  payment. 

Here's  another  number 
you'll  like:  24.  Your  new 
office  furniture  will  be  de- 
livered and  ready  for 
business  within 
24  hours. 

Callus. 
A.S.A.F 


Call  for  a  free  brochure. 

Four  location.^  in  A  tianta: 
Northwest,  955-6923 
Northeast,  458-%93 

Airport  Area,  991- 1665 
Midtown,  873-1455 


Because  Everybody  Shouldrit  Buy  Aaron  Rents  &  Sells 

Office  &  Residential  Furniture 
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BEFORE 

YOU  CLOSE 

ON  NEW 

OFFICE  SPACE 


OPENTHIS. 

For  your  free  copy  of  Georgia- 
Another  Perspective  send  your 
business  card  to  Georgia  Power 
Economic  Development,  PO. 
Box  F03,  Atlanta,  Georgia  30302 
or  call  (404)  526-2079. 


Georgia  Power 


A 


1990  Georgia  Power  Company 


We  Built  A  Better  Way 
Tt)  BUY  AND  Sell 

TECHNOLOGY 


INFORUM  makes  finding  the  right 
product  or  a  hot  prospect  easier  and 
more  cost  effective  than  ever  before. 
Call  us  to  find  out  how  we  can  do  it  for 
you.  In  Atlanta:  (404)  220-2707.  Outside 
Atlanta:  (800)  343-5048 

Atlanta,  Georgia 


"The  treeiioni  Quilt,"  a  mural  of  international  and  political  figures,  painted 
by  David  Ficbter  and  numerous  volunteers. 


Relaying  the  Best  of  The  Old  and  New 


ritlanta  is  a  marvelous  blend  —  of 
Southern  charm  and  ethnic  diversity.  Of 
rocking  chair  porches  and  high-tech.  Of  mint 
julep  and  Dom  Perignon.  It's  the  peaceful 
co-existence  of  the  old  and  new  that  makes 
Atlanta  unique. 

Developers  dialogue  with  preservationists 
to  make  sure  that  the  least  number  of  trees 
is  disturbed.  Trees  get  respect  in  Atlanta, 
where  over  500,000  forested  acres  grace  the 
metro  area.  And  houses.  Oh,  those  houses. 
From  majestic  mansions  to  modest 
bungalows,  Atlanta  architecture  is  a  sight  to 
behold.  More  than  120  homes  and  buildings 


Calvin  Carter 

Commissioner  of 
Aviation 

Hartsfield  Atlanta 
International  Airport 

Atlanta  has  the  sec- 
ond busiest  airport 
in  the  world  which 
gives  us  great  ac- 
cessibility throughout  the  U.S.,  Europe  and 
the  Far  East. 

We  welcome  visitors,  and  the  proactive 
stance  of  the  city  encourages  foreign  invest- 
ment . .  .We're  a  bustling  metropolis,  yet,  five 
miles  outside  downtown,  there's  farmland. 
When  you  fly  over  Atlanta,  you  see  a  lot  of 
green. 


in  Fulton  County  alone  are  listed  on  the 
National  Historic  Register.  And  it's  not 
unusual  to  find  imperial  condos  and  ante- 
bellum homes  in  the  same  eclectic 
neighborhood. 

Much  as  they  nurture  their  living  spaces, 
however,  Atlantans  aren't  ones  to  hibernate. 
They're  interested  in  the  total  environment, 
such  as  improving  public  education,  assisting 
the  homeless,  reducing  crime.  These  are 
among  the  main  challenges  facing  the  city. 
But  in  true  form,  Atlantans  are  jumping 
hurdles,  overcoming  obstacles  and  tackling 
the  tough  issues.       continued  on  pc;  12 


Wes  Cantfell 

President  &  CEO 
Lanier  Worldwide,  Inc 

Atlanta  has  people 
strength — a  diverse 
mix  of  well-educated 
professionals  as  well 
as  skilled  blue  collar 
workers.  That's  attractive  to  employers  who 
are  looking  for  good  workers  at  competitive 
rates. 

There's  an  upbeat  business  community  here. 
Like  many  companies,  we're  involved  in  the 
Adopt  A  School  program,  which  is  one  way  we 
can  assist  in  public  education. 


I 


Put 
Your  Business 
In  IhE  Center 
Of  ThE  World. 

In  the  air  and  on  the  ground,  Atlanta, 
International  Airport  places  the  world  at     , 
your  fingertips. 

In  the  air:  Every  day,  31  airlines  with 
2000  flights  provide  non-stop  service  to  the 
major  business  markets  in  the  United  States 
Unsurpassed  connections  get  you  to  and 
from  nearly  everywhere  in  the  world. 

On  the  ground:  We've  doubled  our 
cargo  capacity  expanded  our  international 
concourse— which  now  offers  14  gates  with 
quick  and  efficient  customs  clearance.  And 
our  Atlanta  Tradeport  has  been  designated 
a  foreign  trade  zone. 

Underground  trains  take  you  between 
the  terminal  and  concourses.  Then,  the 
MARTA  rapid  rail,  races  you  to  downtown 
Atlanta,  the  new  international  business 
center  of  the  southeast  United  States. 

No  wonder  we're  the  business 
travelers'  favorite  airport,    yy 

Atlanta  International  Airport  ^^T^ 

For  information,  write: 

JohnM.  Braden 

Director  of  Marketing 

Harlsfield  Atianla  International  Airport 

Atlanta, Georgia 30320,  USA. 

Telephone  404-530-6600,  Telex:  544078 

Telefax:  404-530-6803 

AtL'Vmta.TVieNe.xt 
Blsiness  Center  OfTIie  Wjrlix 
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TLANTA:  An  Olympian  City 


Old  and  New 
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Throughout  the  city,  Atlantans  are  in- 
volved in  philanthropy,  volunteerism  and 
lots  of  hard  work.  The  business  community 
has  been  extremely  responsive  in  doing  its 
part.  One  example  is  the  Atlanta  Gas  Light 
Company,  the  state's  oldest  corporation. 
Founded  13-4  years  ago  to  "light  the  streets 
and  buildings  of  Atlanta,'"  today  it  is  offer- 
ing much  more  than  gasoline.  Through  its 
Gatekeeper  Program  it  connects  elderly 
customers  and  other  clients  to  appropriate 
resources,  and  it  supports  school  projects 
through  business  education  partnerships. 
Another  major  utility.  Georgia  Power  is 
creating  jobs  for  Atlantans.  It  works  closely 
with  the  state  to  recruit  desirable  industry 
and  it  helps  communities  develop  strategies 
for  successful,  commercial  development. 

Through  Project  HOPli,  Georgia  Pacific  is 
building  affordable  housing  in  distressed 
communities,  enabling  the  working  poor  to 
own  their  homes.  The  (ioca-Gola  Company 
is  investing  SS  million  to  support  education 


Street  Level  Entrance 
to  Underground  Atlanta. 

projects,  particularly  at  black  colleges.  And 
the  list  goes  on.  .  . 

Individually  and  corporately  Atlanta  pulls 
together  to  glean  the  best  from  its  past  and 
present   To  make  the  most  of  its  future. 


Some  of  the  best  things 

in  downtown  Atlanta 
come  from  underground. 

^Natural  gas  is  an  inexpensive  and  efficient  energy  source  that  also 
heips  keep  Atlanta's^air  clean.  No  wonder  its  popularity  is  rising. 

^rw  Atlanta  Gas  Light  Company 


REACHING  FOR 
THE  GOLD 

itlany  adjectives  could  aptly  describe 
Atlanta  —  progressive,  daring,  accessible, 
friendly.  But  more  than  a  word  or  two,  what 
makes  Atlanta  special  is  its  community  spirit 
—  the  capacity  to  reach  a  consensus  and  do 
what's  right  for  the  city. 

Atlanta  has  set  and  surpassed  many 
records.  The  first  this,  the  first  that,  the  one 
that  got  the  prize.  Certainly,  its  latest  honor, 
as  the  I  .,S.  candidate  city  to  host  the  1996 
Olympics  is  added  proof  that  Atlanta  is  able, 
willing  and  ready  Atlanta  would  cherish  the 
privilege  of  bearing  the  Olympic  banner  But 
tributes  come  and  go;  pomp  and  ceremony 
fade  away.  What's  most  important  to  the 
people  of  Atlanta  is  to  maintain  their  win- 
ning spirit  of  community. 

First  and  foremost,  Atlantans  love  their 
city.  And  that's  what  makes  Atlanta  — 
Atlanta. 


Willi  Wittwer 

CEO 

U.S.  Organization 
Swiss  Bank 
Corporation    ' 

We've  been  in  Atlan- 
ta since  1978  and  it's 
been  very  good  for 
us.  Atlanta  has  ex- 
cellent flight  connections  which  is  important 
for  us  to  effectively  serve  our  customer  base. 

Atlanta  should  continue  to  attract  good,  clean 
industry.  The  state  of  Georgia  is  inter- 
nationally oriented;  few  places  are  as  en- 
couraging and  catering  to  international 
markets. 

Charles 
Loudermilk 

President  &  CEO 
Aaron  Rents,  Inc 

Nowhere  else  in  the 
world  do  blacks  and 
whites  sit  down  and 
talk  to  each  other  as 
often  and  honestly 

as  they  do  in  Atlanta,  Ga.  -  and  that  promotes 

a  good  business  climate. 

Atlanta  has  been  fortunate  for  the  leadership 
that  has  brought  its  talent  and  organization 
out  into  the  open.  Our  infrastructure  is 
doing  quite  well  and  the  whole  international 
scene  has  opened  up  to  world  trade.  We're 
riding  a  wave  of  good  fortune. 


Opening  Doors  Is  Our  Business 

If  you're  thinking  of  doing  business  in  Atlanta,  make  your  first  stop  the  Atlanta  Economic 
Development  Corporation.  At  AEDC,  we  develop  industrial  parks,  renovate  commercial 
districts,  revitalize  neighborhoods.  We  target  investment  opportunities,  coordinate  small 
business  loans,  provide  financial  incentives.  , 

As  a  public /private  developer,  we  cut  through  red  tape  and  get  the  ball  rolling  —  so  you 
can  get  the  job  done.  Come  see  us.  We  can  open  doors  for  you. 


AEDC 


230  Peachtree  Street,  NW  •  Suite  1650  •  Atlanta,  GA  30303  •  404/658-7000 
Walter  R.  Huntley,  Jr.,  President 


This  is  the  key 

to  the  symbol  that 

welcomes  the  world. 


This  is  the  key 

to  the  bonk  where 

the  world  is  welcome. 


The  key  to  the  Statue 
of  liberty.The  statue, 
a  gift  from  France 
commemorating 
the  1876  U.S.  cen- 
tennial celebration, 
IS  a  universally 
accepted  symbol 
of  freedom. 


With  offices  in  the  United  States  for  over  50  years, 
Swiss  Bank  "Corporation  can  ensure  you  a  warm 
welcome  right  here.  When  it  comes  to  knowing  Ameri- 
can business,  we  not  only  understand  your  banking 
needs,  we  possess  the  expertise  and  experience 
necessary  to  satisfy  them  at  home  and  abroad.  Be 
they  asset-backed  financing,  real  estate  and  project 
financing,  cross-border  financing  or  easy  access  to 
European  capital  markets. 

Plus,  Swiss  Bank  Corporation's  advanced  communi- 
cations and  information  systems  enable  our  skilled 
specialists  to  provide  you  with  personalized  service 
and  expert  advice  on  financial  matters  in  all  the 
major  markets. 

From  a  global  banking  perspective,  we're  the  Swiss 
bank  with  the  most  international  experience— and 
the  largest  international  network.  We're  at  home  in 
34  countries  around  the  world  and  at  work  as  mem- 
bers of  the  major  stock  exchanges  from  Tokyo  to 
New  York. 

Look  to  the  triple-A  rated  Swiss  Bank  Corporation  for 
any  of  your  banking  requirements— and  along  with  a 
warm  welcome,  you'll  find  your  key  to  success. 

Svfiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 

The  key  Swiss  bank 

New  York    •    Atlanta    •   Chicago    •    Dallas    •    Houston 
Los  Angeles    •    Miami    •    San  Francisco 
Toronto   •  Calgary   •   Montreal   •   Vancouver 


Environmentalism  is  not  so  much  a  cause 
as  it  is  a  religion  in  California,  but  its 
proponents  zeal  is  beginning  to  hit  the 
voters  where  it  hurts. 


Drought! 


By  Hare  Beaachamp 


GROUND  ZERO  in  the  great  Cali- 
fornia water  shortage  is  Santa 
Barbara  (pop.  77,000),  on  the 
coast  90  miles  northwest  of  Los  Ange- 
les. The  city's  main  reservoir  is  at  its 
lowest  level  ever,  and  new  pumps  will 
be  needed  to  suck  out  what  water  is 
left.  Another  reservoir,  from  which 
the  city  used  to  get  nearly  a  third  of  its 
water,  turned  to  mud  last 
November.  The  city  has 
made  it  illegal  for  resi- 
dents to  water  lawns 
(some  homeowners  are 
painting  their  dead  lawns 
with  green  dye).  A  team  of 
"drought  cops"  patrols 
the  streets. 

With  California  in  the 
fourth  straight  year  of 
drought,  and  no  letup  in 
sight,  Santa  Barbara  is 
only  the  worst  off.  San 
Francisco  has  imposed  a 
25%  cut  in  water  use.  Wa- 
ter is  metered  throughout 
most  of  California  so  us- 
age can  be  closely  moni- 
tored. Water  wasters  in 
San  Francisco,  for  exam- 
ple, are  slapped  with  cost- 
ly and  rapidly  escalating 
surcharges.  In  late  June,  as 
a  heat  wave  broke  records, 
Los  Angeles  residents 
were  facing  mandatory 
water  cutbacks  of  10%  of 
normal  usage.  The  Peo- 
ples Republic  of  Santa 
Monica  recently  began 
fining  households  with- 
out low-flow  shower- 
heads  and  low-flow  toilets 
$1  a  month.  (Low-flow 
toilets  use  1.6  gallons  per 
flush.  Normal  toilets  use 


3  to  5  gallons.) 

Yes,  rain  would  help.  But  no  matter 
how  drenching  the  rain  or  how  heavy 
the  winter  snowpack  in  the  Sierra  Ne- 
vada Mountains,  more  than  a  third  of 
the  water  that  could  be  captured  for 
the  state  cannot  be.  Simply  put,  the 
aqueducts  and  reservoirs  that  ship 
and  store  water  throughout  the  state 
have  been  kept  intentionally  too 
small.  Why?  Because  the  sacred  cause 


Gibraltar  Resen  'oir  near  Santa  Barbara 
Ground  zero  in  Caltfomia'a  drotight. 


of  environmentalism  decrees  they 
should  be  kept  small.  Environmental- 
ists have  used  the  courts  and  manipu- 
lative propaganda  to  impose  their 
wills  on  the  people  of  California. 

Water  could  well  be  the  issue  that 
brings  California  to  its  senses  on  envi- 
ronmental issues  in  the  1990s.  Keep- 
ing the  air  clean,  population  density 
down  and  saving  water  are  popular 
issues;  going  without  water  is  not 
popular.  In  1979  Santa  Barbara  resi- 
dents voted  down  a  bond  issue  that 
would  have  connected  the  city  to  the 
State  Water  Project,  which  Santa  Bar- 
bara helped  pay  for.  Why?  The  voters 
were  afraid  that  more  water  would 
make  more  development  possible. 
But  the  city  grew  anyway,  about  1%  a 
year.  Now  it  doesn't  have  enough  wa- 
ter to  meet  normal  needs. 

Southern  California's  semi-arid 
coastal  plain,  home  to  6.5  million  jobs 
and  a  $365  billion  economy,  is  pri- 
marily dependent  on  three  systems  of 
aqueducts  that  bring  water  from  dis- 
tant watersheds.  They  are  the  242- 
mile  Colorado  River  Aqueduct,  from 
the  California-Arizona  border;  the 
Eastern  Sierra  aqueducts,  fed  by  water 
from  the  Owens  Valley  and  the  Mono 
Lake  basin,  some  340  miles  north  of 
Los  Angeles;  and  finally 
the  State  Water  Project 
that  comes  in  from  the 
Sacramento-San  Joaquin 
Delta,  west  of  Stockton 
and  some  500  miles  north 
of  Los  Angeles. 

Supplies  from  each  of 
these  crucial  water  sys- 
tems have  been  or  arc  now 
slowing.  Over  the  next 
two  to  five  years  Los  An- 
geles' water  from  the  Col- 
orado River  Aqueduct  will 
be  halved,  as  the  state  of 
Arizona  begins  to  take  its 
share  of  the  Colorado  Riv- 
er runoff  under  a  1964  rul- 
ing by  the  U.S.  Supreme 
Court. 

Self-anointed  environ- 
mentalists went  to  court 
and  forced  a  two-thirds 
cut  in  water  shipments 
from  the  Owens  Valley 
and  Mono  Lake.  Their 
motive?  They  argued  that 
falling  water  tables  might 
kill  native  plant  life  in  the 
valley  and  harm  the  trout, 
brine  shrimp  and  migra- 
tory birds  in  and  around 
Mono  Lake.  A  long- 
planned  $2  billion  expan- 
sion of  the  State  Water 
Project  has  been  stalled 
for  a  decade  by  conserva- 
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The  new  Beech  Starship.  The  future  of  f Iyin4 


People  stop  and  stare,  because 
Starship  is  totally  unlike  any  other 
plane  now  flying. 

It  was  designed  and  built  by 
Beech  Aircraft,  a  Raytheon 
company. 

Its  revolutionary  design  gives  it 
superior  stability  and  handling. 

It  is  constructed  of  composite 
material  far  stronger  and  lighter 
than  aluminum. 

It  has  more  cabin  room  than 


you'll  find  in  jet  aircraft  costing 
almost  twice  as  much.  It  also  has 
the  most  advanced  avionics  pack- 
age aboard  any  general  aviation 
plane  today. 

Starship  is  designed  to  carry 
up  to  eight  passengers  in  ultimate 
comfort  at  high  speed. 

The  Beech  Starship.  It's  the 
fiiture  of  flying. 

Raytheon  Company,  141  Spring 
Street,  Lexington,  MA  02173. 


■/'■ 


ijiias  now  arrived. 


Raytheon 


Where  quality  starts  with  jundamentals 


Alelandro  Tomis 


Painting  dead  grass  green  in  Santa  Barbara 
The  city  has  made  watering  lawns  illegal. 


Mono  Lake,  some  340  miles  north  of  Los  Angeles 
Putting  plants  and.  animals  ahead  of  people. 


An  WoIf&'AJKlfKk 


tionists  trying  to  protect  the  striped 
bass  in  the  Delta. 

Plants  and  animals  are  ahead  of  peo- 
ple. It's  that  simple.  "All  our  water 
sources  in  southern  California  are 
threatened,"  says  Duane  Georgeson, 
assistant  general  manager  of  the  Met- 
ropolitan Water  District  of  Southern 
California.  The  water  agency  predicts 
the  resulting  water  shortages  could 
lead  to  a  S30-billion-a-year  hit  to  the 
southern  California  economy. 

To  envirotmientalist  obstruction- 
ists add  California's  powerful  farm 
lobby.  Crop  receipts  account  for  less 
than  3%  of  the  state's  $730  billion 
annual  economic  output,  yet  85%  of 
the  state's  developed  water  is  used  by 
farmers,  who  pay  as  little  as  $10  per 
acre -foot  under  long-term,  taxpayer- 
subsidized  contracts,  while  residents 
of  Los  Angeles  pay  an  average  of  $500 
an  acre-foot.  (An  acre-foot  is  326,000 


gallons,  enough  for  two  average  fam- 
ilies for  a  year.) 

California's  farmers  produce 
thirsty,  water-intensive  crops  like  al- 
falfa, cotton  and  rice.  Grass  for  live- 
stock alone  sucks  up  enough  water  to 
supply  all  of  California's  current  pop- 
ulation with  plenty  to  spare.  Says 
state  Assemblyman  Phil  Isenberg  ID- 
Sacramento),  a  member  of  the  Water, 
Parks  &.  Wildlife  Committee:  "If  agri- 
culture saved  just  10%  of  its  water, 
enough  would  be  available  to  cities 
for  perhaps  as  long  as  50  years." 

So  it's  two  powerful  lobbies,  farm- 
ers and  environmentalists,  one-issue 
types  versus  the  people  of  California. 
The  people  are  beginning  to  stir.  Early 
this  year,  after  six  years  of  negotia- 
tions, the  Imperial  Irrigation  District, 
160  miles  southeast  of  Los  Angeles 
and  the  state's  largest  consumer  of 
Colorado  River  water,  agreed  to  line 


Dnane  Georgeson 
People  count,  too. 


its  dirt  canal  system  with  concrete, 
thereby  saving  enough  water  to  sup- 
ply 200,000  southern  California 
homes  for  a  year.  To  get  the  water,  the 
Metropolitan  Water  District  agreed  to 
pay  for  the  $140  million  canal-lining. 

Acknowledging  that  water  is  an  in- 
creasingly scarce  resource,  some 
farmers  are  putting  in  new,  higher- 
tech  irrigation  systems  that  use  water 
more  efficiently.  Low-margin,  thirsty 
crops  such  as  grains  and  alfalfa  are 
slowly  giving  way  to  more  profitable 
and  less  thirsty  crops  such  as  vegeta- 
bles and  fruits. 

There  are  strong  indications  that 
the  state's  voters,  and,  right  behind, 
its  politicians  have  lost  patience.  A 
recent  Field  poll  put  water  after  only 
drugs  as  Califomians'  chief  concern. 
Eighty-one  percent  of  Califomians 
now  say  they  favor  expanding  the  wa- 
ter supply  system. 

Governor  George  Deukmejian  has 
begun  pushing  a  $1  billion  plan  to 
improve  water  transfers  through  the 
Delta.  Some  40%  of  the  state's  drink- 
ing water  flows  through  the  Delta, 
where  dilapidated  100-year-old  peat 
levees  strain  to  keep  out  the  salt  wa- 
ter of  San  Francisco  Bay.  Dianne  Fein- 
stein,  the  Democratic  gubernatorial 
candidate,  recently  offended  some  en- 
vironmentalists by  saying  she  could 
support  construction  that  would 
bring  more  water  out  of  the  Delta. 
Never  mind  that  the  construction 
might  harm  a  few  fish.  As  Duane 
Georgeson  says:  "The  idea  of  zero  im- 
pact on  endangered  species  is  unreal- 
istic in  a  state  with  30  million  people 
and  soon  to  be  40  million  people.  It's 
unrealistic  to  expect  to  preserve  every 
aspect  of  the  ecosystem."  People 
count,  too.  ■ 
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At  $10.50  A  Share 

IT'S  HIGHLY 
UNDERVALUED. 
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>  as  good  as  Ifi#Ford  laums 
roll  forth  but  once  per  generation.' 

^^■t,*  —Car  and  Driver 
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..  .not  often  I'Hgf'ffgirremi/es  this  kind 
of  praise.  Then  again,  it's  not  often  that  a  car 
like  Ford  Taurus  comes  along.  And  over  the 
years,  its  superb  performance  and  innovative 
design  have  made  it  a  resounding  success 
with  car  buyers  and  critics  alike.  As  Car  and 
Driver  put  it:  "This  car,  an  established  best- 
seller in  the  marketplace,  established  itself 
as  first  in  the  hearts  of  [our]  staff. ..."  (Which 

Buckle  up— together  we  can  save  lives. 


may  explain  vvrhy  Taurus  has  been  named 
one  of  Car  and  Driver's  "Ten  Best  Cars"  for 
five  straight  years.) 

But  you  can  rest  assured  that  we're  not 
resting  on  our  laurels.  In  fact,  Taurus  now  of- 
fers advanced  features  like  optional  anti-lock 
brakes-proof  that  this  design  leader  is  dedi- 
cated to  staying  a  leader.  Ford  Taurus.  The 
next  car  of  its  kind  may  be  a  generation  away. 


I 


'  lY-ansferable  6/60  powertrain  i/varranly. 

Covers  you  and  future  owners  on  major 
'powertrain  components  for  6  years/60,000 
,  miles.  Ask  to  see  a  copy  of  this  limited  war- 
■ftpjity  at  your  Ford  Dealer. 

;  Best-built  American  cars. 

The  best-built  American  cars  are  built 
!  by  Ford.  This  is  based  on  an  average  of 
,    consumer-reported  problems  in  a  series  of 


surveys  of  all  Ford  aiid  competitive  '81-'8< 
models  designed  and  built  in  North  America. 
At  Ford,  "  Quality  is  Job  1." 

Taurus  for  1990  comes  equipped  with  a 
driver  air  bag  supplemental  restraint 
system. 

Ford  Taurus 


Have  you  driven  a  Ford... lately? 


This  will  help  you  spend  money 
overseas. 


©  Visa  International  1987. 
Reproduced  with  permission. 


Ihis  will  help  you  save  money 
overseas. 
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Calling  home  from  overseas  can  be  a  lot  less 
expensive  when  you  use  AT&T  USA  Direct®  Service. 
Just  dial  the  USADirect  number  for  the  country  you're 
calling  from,  and  you'll  be  connected  to  an  AT&T 
Operator  in  the  US.  within  seconds.  It's  fast.  It's  easy 
It's  available  in  over  50  countries.  And  it  helps  you 
minimize  hotel  surcharges.  You  save  with  AT&T's 
economical  international  rates,  whether  you  use  your 
AT&TCardor  call  collect.  For  your  information  card, 
call  1-800-874-4000,  Ext.  301. 


©  1990  AT&T 


AT&T 

The  right  choice. 
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As  the  biographies  that  begin  on  page  124  show,  the  world  is  full  of 
fascinating  billionaires  But  relative  to  their  populations,  neither  the  U.S. 
norfapan  has  created  as  many  billionaires  as  has  West  Germany. 


The  long  ascent 
from  Stunde  Null 


By  Richard  C.  Hands 


EVERY  YEAR  an  intriguing  pat- 
tern emerges  from  the  hunt  for 
billionaires.  In  1987  what 
jumped  out  from  the  list  was  the  large 
number  of  Japanese  individuals  who 
owned  extraordinarily  expensive 
land.  In  1988  the  list  was  heavy  with 
Europeans  who  had  amassed  fortunes 
in  postwar  Europe's  growth  indus- 
tries: retailing  and  distribution. 

What  pattern  stands  out  this  year? 
The  number  of  billionaires  West  Ger- 
many has  created. 

With  the  considerable  as- 
sistance of  our  new  German 
sister  publication,  .'Forhesvoh 
Burda,  we  have  identified  38 
billionaire  families  in  West 
Germany  (their  profiles  be- 
gin on  page  221).  For  Japan 
the  number  is  40;  for  the 
U.S.,  99.  But  remember: 
West  Germany  has  half  as 
many  people  as  Japan,  and 
one-quarter  as  many  as  the 
U.S.  Per  capita,  West  Germa- 
ny has  created  far  more  bil- 
lionaires than  either  Japan  or 
the  U.S.  And  has  done  so 
with  remarkable  speed. 

Consider  Germany's 

Stunde  Null,  the  Zero  Hour, 
when  in  the  summer  of  1945 
the  country  took  stock:  3 
million  homes  destroyed;  8 
million  refugees  from  the 
East  in  makeshift  shanties  in 
the  rubble;  a  daily  ration  of 
just  700  calories  per  person; 
meals  of  boiled  turnip  and 
potato;  a  bankrupt  Reichs- 
mark;  a  black  market  econo- 
my running  on  barter. 
Today  the  38   wealthiest 


German  families  could,  if  they  were 
so  inclined,  gold-plate  every  square 
meter  of  Germany's  extensive  auto- 
bahns — including  the  gas  stations  and 
off  ramps. 

The  country's  economic  recipe  is 
well  documented.  The  basic  ingredi- 
ents were  the  Marshall  Plan,  econom- 
ic liberalization  under  Ludwig  Erhard 
in  1948,  monetary  and  political  stabil- 
ity, a  strong  work  ethic. 

But  there  is  a  lesser-known  yet 
equally  important  reason  for  Germa- 
ny's success  at  creating  billionaires. 
It's  called  Der  Generations  Vertrag — the 


contract  between  generations. 

At  the  root  of  this  intense  wealth 
creation  is  the  German's  near  reli- 
gious reverence  for  the  family  busi- 
ness. If  German  children  are  expected 
to  take  care  of  their  parents  in  old  age, 
the  parents  are  under  even  more  pres- 
sure to  leave  an  inheritance. 

It's  the  law.  Germans  must  leave 
the  bulk  of  their  wealth — even 
against  their  will — to  immediate  fam- 
ily. The  industrialist  who  leaves  $1 
billion  to  three  sons,  disinheriting 
black  sheep  son  number  four,  knows 
the  black  sheep  can  take  the  estate  to 
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Frankfurt,  West  Germany,  March  1949 

Just  q/ter  Erhard's  great  Uberalization,  a 
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court  and  almost  certainly  win  a  $125 
million  share. 

West  Germany's  inheritance  tax 
system,  too,  encourages  the  passage  of 
family  wealth  from  spouse  to  spouse 
and  from  parents  to  children.  The 
children  and  wife  must  pay,  at  most, 
just  35%;  the  nephew  or  girlfriend  is 
taxed  at  up  to  70%.  Inherited  land 
gets  an  even  better  break:  The  son  or 
daughter  will  pay  maybe  $5  million 
on  real  estate  with  a  market  value  of 
$100  million. 

For  estate  planning  reasons  alone, 
then,  it  made  perfect  sense  for  Max 
Grundig,  who  died  last  year  at  81, 
both  to  marry  Chantal,  now  41,  and  to 
father  another  child — Maria  Alexan- 
dra, now  10 — by  her  (see  p.  221). 
Young  Maria  and  her  descendants  are 
the  principal  beneficiaries  of  a  foun- 
dation set  up  solely  to  sustain  Grun- 
dig offspring. 

Or  consider  86-year-old  Erich  Brost 
(see  p.  234).  A  Socialist  Party  lawyer, 
Erich  Schumann,  59,  is  ruiming 
Brost's  WAZ  media  group.  In  1985 
Brost  legally  adopted  Schumann,  who 
was  54  at  the  time  of  his  adoption. 
The  legal  paperwork  will  cut  in  half 
estate  taxes  on  Schumann's  share. 

In  the  U.S.,  the  crowning  glory  of  a 
career  may  be  listing  the  family-built 
company  on  the  New  York  Stock  Ex- 
change. In  the  $1.3  trillion  German 
economy,  there  are  just  492  publicly 


traded  companies.  In  large  part,  that 
reflects  the  clannish  desire  to  main- 
tain family  control.  "The  families 
want  the  continuity,"  says  Heide- 
marie  Sherman,  senior  economist  at 
the  IFO  Institute  for  Economic  Re- 
search. "They  want  to  groom  a  mem- 
ber to  take  over  the  family  business." 

Even  many  of  Germany's  self-made 
billionaires  inherited  their  start  in 
life.  Publishing  magnate  Reinhard 
Mohn  (see  p.  234)  built  his  Bertels- 
marm  empire  out  of  the  tiny  Bible 
publisher  he  inherited.  The  Albrechts 
(p.  228)  and  Leibbrands  (p.  232)  built 
their  supermarket  chains  out  of  mom- 
and-pop  stores  they  were  bequeathed. 

"If  you  do  not  take  over  the  family 
business,  there  probably  is  something 
wrong  with  you,"  says  Rolf  Dienst, 
president  of  Matuschka  Group,  a  Mu- 
nich-based investment  bank.  "Your 
father  was  probably  not  happy  with 
you.  It's  a  big  disaster  if  the  family 
does  not  have  a  successor." 

How  different  from  the  U.S.,  where 
most  parents  are  usually  careful  not 
to  pressure  their  children  into  the 
family  business — for  the  good  not 
only  of  the  children  but  of  the  busi- 
ness (and  other  relatives)  as  well. 

There  is  a  less  salubrious  aspect  of 
the  German  way  of  creating  billion- 
aires. While  helping  to  keep  a  busi- 
ness in  the  family,  deciding  not  to  sell 
equity  to  the  public  cuts  the  business 
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The  same  scene  (note  truingular  fagades,  center)  40  years  later 

To  the  forces  behind  the  economic  miracle,  add  "Der  Generations  Vertrosr.' 


off  from  what  can  be  very  attractively 
priced  capital. 

As  bad  if  not  worse,  the  pressure  to 
groom  a  bloodline  heir  can  easily 
crimp  the  flow  of  the  best  managerial 
talent  into  the  business.  Sometimes 
the  heirs  are  extremely  capable.  Di- 
rect mailer  Michael  Otto  (p.  226)  has 
enriched  the  family  enterprise.  But 
they  can  also  be  disasters — Friedrich 
Karl  Flick  (p.  238)  was  for  years  criti- 
cized for  his  neglect  of  day-to-day 
business. 

Some  West  Germans  believe  that 
concentrated  individual  wealth  in 
their  country  is  a  transitory  phenome- 
non. Before  the  recent  influx  of  penni- 
less East  Germans,  West  Germany's 
population  had  been  declining.  Ob- 
serves Meinhard  Miegel,  director  of 
iWG,  a  Bonn-based  think  tank:  "The 
first  phase  of  a  declining  population  is 
a  very  fast  increase  in  material 
wealth."  Imagine  two  households 
with  one  child  and  one  house  each. 
The  children  marry  and  build  their 
own  house.  When  their  parents  die, 
they  wind  up  with  three  houses — a 
trend  that  cannot  go  on  very  long. 

"If  you  go  through  downtown  Mu- 
nich, you  will  see  sitting  in  cafes  what 
we  call  the  Scbickerki,"  says  Sherman 
at  the  IFO  institute.  "These  are  the 
young  people  who  inherited  two 
apartment  buildings  in  Munich.  They 
never  worked.  They  graduated  from 
high  school,  maybe,  and  now 
they  are  collecting  rent,  liv- 
ing very  nicely.  It's  a  new 
phenomenon  in  Germany." 

Miegel  adds:  "As  soon  as 
someone  starts  enjoying  his 
wealth,  that's  it,  he's  fin- 
ished. The  first  generation  is 
hungry,  the  second  preserv- 
ing, the  third  easygoing,  the 
fourth  is  wasting.  We  are  en- 
tering the  easygoing  stage; 
we're  not  yet  into  wasting. 
Which  means  we  are  pro- 
gramming stagnation,  not  to- 
day or  tomorrow,  but  in  the 
foreseeable  future." 

To  date,  Forbes  has  identi- 
fied 271  businessmen  and 
families  on  this  increasingly 
prosperous  planet  who  have 
made  and/or  kept  $1  billion 
or  more.  The  billionaires  pro- 
filed in  this  issue  are  all  from 
outside  the  U.S.  The  Ameri- 
can billionaires,  listed  briefly 
on  page  189,  will  be  de- 
scribed more  fully  in  the  an- 
nual Forbes  Four  Hundred 
special  issue,  to  be  published 
in  October.    ■ 
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T.C.  WANG 

Why  Wang  went  to  China 

W'  ang  caused  a  major  ruckus  this 
year  when  he  visited  the  main- 
land to  talk  about  building  a  huge 
plant  to  produce  ethylene,  a  basic 
building  block  for  plastics.  Even 
though  indirect  mainland  invest- 
ments now  total  an  estimated  $1  bil- 
lion, the  Taipei  government  has  for- 
bidden Taiwanese  to  invest  in  such 
strategic  industry  on  the  mainland. 
Moreover,  Wang,  73,  had  been  a  long- 
time opponent  of  investment  on  the 
mainland. 

So  why  did  Wang  cross  the  Formosa 
Strait?  He  did  it  for  the  same  reason 
he's  investing  $1.7  billion  in  the  U.S.: 
He's  up  against  brutal  growth  limits 
in  Taiwan,  which  is  in  a  political  up- 
roar over  pollution.  The  government 
has  put  a  production  lid  on  its  Chi- 
nese Petroleum  Corp.,  Wang's  only 
Taiwan  supplier  of  ethylene  for  his 
giant  (annual  sales,  over  $6  billion) 
Formosa  Plastics  Group. 

Wang   can't   import   ethylene   be- 


Y.C.  Wang 


cause  it's  too  dangerous  to  ship,  (it 
explodes).  But  he  needs  more  low-cost 
capacity  to  maintain  market  share, 
even  though  the  prospects  for  growth 
in  ethylene-supplied  businesses  are 
grim  over  the  next  IVi  years. 

Ah,  but  the  Communists  love  him. 
They  want  a  gigantic  $5  billion  com- 
plex, along  with  all  the  downstream 
petrochemical  processors,  which  have 
to  be  near  the  ethylene  plant  because 
of  transportation  dangers.  It's  a  strate- 
gic industry  Taiwan  can  ill  afford  to 
lose.  That  makes  it  a  good  bet  Wang's 
trip  was  just  a  ploy  to  pry  more  ethyl- 
ene production  out  of  Taipei.  Sources 
insist  Y.C.  will  never  build  on  the 
mainland  without  at  least  the  tacit 
consent  of  Taipei — which  is  earnestly 
saying  no. — William  Heuslein 


KOO  FAMILY 

Poised  to  profit  (again) 

As  capital  export  controls  liberalize 
.and  Taiwanese  money  moves 
overseas,  the  long-established  Koos 
are  preparing  to  profit.  Already,  in  the 
1990  first  quarter,  net  outflows  were 
over  $3  billion.  Expect  a  lot  of  that  to 
land  over  here:  China  Trust  Chair- 
man Jeffrey  L.S.  Koo  is  planning  to 
add  several  U.S.  branches  to  China 
Trust  Bank,  the  Koos'  New  York  pres- 
ence, and  a  representative  office  in 
London. 

Back  on  Taiwan,  the  government  is 
moving  to  permit  private  commercial 
banks.  The  well-connected,  political- 
ly adept  Koos  are  in  line  to  get  one  of 
the  hotly  contested  licenses.  (As  a 
trust  company,  China  Trust  now  can- 
not take  checking  deposits  or  make 
short-  or  long-term  loans.)  For  Jeffrey 
Koo,  57-year-old  New  York  Universi- 
ty M.B.A.,  the  strategy  is  to  tap 
Taiwan's  growing  financial  sophisti- 
cation with  ever-broader  financial  ser- 
vices. China  Trust,  with  1989  pretax 
earnings  of  $103  million,  likely  will 
also  go  public  this  year. 

The  main  family  holding  company, 
Koo  Development  Corp.,  includes  in- 
terests in  cement,  petrochemicals  and 
shipping,  among  other  things.  In  Janu- 
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ary  a  consortium  led  by  the  Koos  ac- 
quired the  U.S.'  Wyse  Technology  for 
$160  million. 

Connected?  Jeffrey's  uncle,  Koo 
Chen-fu,  74,  is  an  adviser  to  the  ruling 
Kuomintang  and  a  central  standing 
committee  member.  Jeffrey  is  an  ad- 
viser to  Premier  Hau  Pei-tsun.  Do 
business  in  Taiwan,  and  you're  likely 
to  meet  the  Koos — and  soon,  maybe 
here  as  well. — William  Heuslein 


CHANG  TUNG  FA 

Flight  capital,  floating  assets 

Chang's  Evergreen  Group,  the 
world's  largest  container  shipper 
(1989  shipping  revenues,  at  least  $1.3 
billion),  is  well  into  its  biggest  diversi- 
fication ever:  With  permission  to  be- 
gin Taiwan's  second  international  air- 
line. Evergreen  has  $3.6  billion  of 
Boeing  and  McDonnell  Douglas  air- 
craft on  order  for  its  eva  Airways 
Corp.  unit,  eva  will  compete  against 
state-managed  China  Airlines  and  be- 
gin flying  Taiwan-Southeast  Asian 
routes  next  year. 

Service  to  Japan  and  the  U.S.  will 
begin  later.  But  the  route  62-year-old 
Chairman  Chang  wants  most  doesn't 
yet  exist:  the  direct  Taiwan-main- 
land-China service. 

Evergreen  Marine  Corp.,  Chang's 
major  shipping  unit,  is  also  expanding 
despite  a  37%  drop  in  net  income  last 
year,  to  $63  million,  allegedly  due  to 
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Chang  Yung-fa 


overcapacity  and  price-cutting.  Five 
new  containerships  are  planned.  The 
Uniglory  Marine  unit  plans  to  add 
four.  Chang's  considering  financing 
part  of  this  with  $200  million  of  con- 
vertible bonds  for  the  Euromarket — a 
first  for  him,  and  investors  are  wary  of 
Far  East  debt  now.  Obviously  Chang 
thinks  the  overcapacity  is  in  competi- 
tors' hands. — William  Heuslein 


HSU  FAMILY 

Coping  with  limits 

TIhe    Hsus'    Far    Eastern    Textile 
Group  has  been  following  the  Tai 
wanese  trend  of  moving  manufactur- 
ing off  the  island  into  the  rest  of 
Southeast  Asia. 

The  group's  synthetic-fiber  division 
has  been  one  of  its  big  moneymakers. 
Taiwan's  limited  domestic  supplies  of 
petrochemical-based  raw  materials 
hurt  synthetic-fiber  production  at 
home;  so  do  ever-rising  labor  and 
overhead  costs.  So  the  Hsus  now  have 
a  controlling  interest  in  a  major  Phil- 
ippine producer.  Far  Eastern  is  said  to 
be  looking  to  buy  a  North  American 
source,  too.  To  finance  expansion,  it's 
considering  turning  to  the  Euromar- 
ket with  a  $100  million  convertible 
bond  offering. 

Behind  all  the  moves  is  Douglas 
Hsu,  a  Columbia  grad  and  son  of 
founder  and  chairman  Y.Z.  Hsu.  The 
elder  Hsu  ran  a  small  Shanghai  knit- 
ting factory  but  fled  to  Taiwan  in 
1949  with  Chiang  Kai-shek.  Diversifi- 
cation began  in  the  late  1950s.  Last 
year  the  textile  conglomerate  chalked 
up  sales  of  $3.4  billion. 

Far  Eastern's  retailing  company  is 
Taiwan's  top  nationwide  department 


Douglas  Hsu 


store  chain,  and  had  record  sales  last 
year  of  $394  million.  With  foreign  re- 
tailers moving  into  Taiwan,  some  an- 
alysts say  Hsu  should  be  expanding 
stores  more  aggressively.  But  Douglas 
knows  there  are  limits  to  expansion: 
Far  Eastern,  like  the  other  Taiwanese 
conglomerates,  is  learning  that  the  is- 
land's overheated  economy  cuts  both 
ways. — William  Heuslein 


Very  tug,  China 


In  1987  Taipei  eased  foreign  exchange  controls  a  bit, 
but  until  very  recently  it  didn't  much  matter.  Money 
chased  opportunity  at  home  until  the  island  sloshed  in 
liquidity.  Blue-chip  stocks  sold  at  200  times  earnings; 
real  estate  went  just  as  crazy. 

But  this  spring  the  stock  market  collapsed — a  200-p/e 
stock  became  a  mere  150-p/e  stock,  then  less.  Property 
fell,  too,  as  the  island's  excess  liquidity  began  to  evapo- 
rate. Last  year  there  was  a  net  capital  outflow  of  $8.2 
billion;  much  more  is  going  this  year.  The  costs  of 
capital  and  labor  are  rising,  the  local  currency  is  falling 
and  general  fears  of  pollution  are  slowing  or  halting 
industrial  expansion  (see  Y.C.  Wang).  Crime,  especially 
kidnapping,  is  on  the  rise.  There  are  political  uncertain- 
ties, too,  as  the  old  Kuomintang  order  gradually  gives 
way  to  an  ill-understood  new  one.  Moaned  one  Taiwan- 
ese source  to  Forbes:  "The  investment  environment  in 
Taiwan  is  ruined." 

So  the  businessmen  are  looking  beyond  the  island. 
Some  go  to  the  U.S.  (see  the  Koo  family).  More  go  to  less 
expensive  Southeast  Asia,  where  Taiwan  is  now  a  ma- 
jor investor  in  virtually  every  country,  often  in  the  old- 
line,  labor-intensive  industries  Taiwan  grew  fat  on. 
Rather  than  try  to  stem  these  capital  outflows, 
Taiwan's  central  bank  is  moving  to  offer  businesses 
foreign  exchange  loans. 

The  greatest  potential  is  investment  in  mainland 
China.  There,  Taiwanese  investors  sense  a  familiar 


opportunity:  cheap  currency,  cheaper  labor,  promises  of 
credit — and  a  government  that  will  brook  no  social 
upheaval,  nor  trade  much  growth  for  environmental 
purity.  Taiwanese  businessmen  like  Wang  probably 
figure  China  could  be  like  the  good  old  days  in  Taiwan 
again,  only  bigger.  Much  bigger. — William  Heuslein 


Rusb-huur  traffic  in  Kaohsiung,  Taiwan 
Dirty-air  constraints  on  growth. 
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TSAI  FAMILY 

What  next? 

TIhe  Tsais  could  use  a  new  invest- 
ment idea.  Up  until  now,  plays  on 
astronomically  priced  Taiwan  real  es- 
tate have  been  a  big  kicker  for  life 
insurance  companies  in  Taiwan,  espe- 
cially the  largest — Tsai  Wan-lin's  Ca- 
thay Life  (assets  under  management, 
$7.2  billion),  of  which  Tsai  owns 
65%.  But  the  Taipei  legislature  is 
working  on  a  new  law  that's  expected 
to  cut  the  percentage  of  assets  insur- 
ance companies  can  invest  in  real  es- 


Tsai  Wan-lin 


tate  to  25%  from  33%.  It's  yet  another 
move  to  reduce  the  head  of  invest- 
ment steam  in  Taiwan  real  estate. 

Until  now,  everything's  been  great 
for  Cathay  Life.  About  five  years  ago, 
when  prices  were  in  a  trough,  Cathay 
had  the  cash  to  pick  up  bargains.  And 
Tsai  did  so  with  enthusiasm.  Cathay 
continues  to  grow  strongly:  Premium 
income  rose  to  $2.4  billion  last  year 
from  $1.8  bilhon  in  1988— over  50% 
of  the  market.  And  Taipei  has  started 
to  allow  some  U.S.  companies  in 

Yet  there  are  signs  of  caution.  Ca- 
thay Construction — Tsai  owns 
60% — is  Taiwan's  largest  nongovern- 
ment construction  company.  But  its 
growth  has  slowed  because  it  appar- 
ently has  not  been  replenishing  its 
own  land  bank.  Could  be  the  Tsais  are 
too  busy  looking  for  the  next  major 
opportunity. — William  Heuslein 


DR.  SHI  H.  HUANG 
AND  FAMILY 

There  was  a  doctor  in  the  house 

^  In  1978  the  Chinese  neurosur- 
geon at  Washington  University 
and  the  V.A.  Medical  Center  in  St. 
Louis  got  a  call  from  Taiwan.  His  fa- 
ther was  dying  and  the  doctor  was 
needed  to  take  over  the  family  busi- 
ness— one  of  the  largest  producers  of 


Shi  H.  Hiuifig 


motorcycles  and  automobiles  on  the 
island.  Dr.  Shi  H.  Huang  had  trained 
in  neurosurgery,  not  motorcycles,  and 
practiced  for  a  quarter-century  in  Ja- 
pan and  America.  But  the  Confucian 
ethic  of  duty  to  family  is  strong.  So  to 
motorcycles  he  went. 

Back  in  Taiwan,  he  found  himself 
not  just  burying  his  father  but  in  a 
power  struggle  with  his  father's  old 
cadre  of  executives.  It  was  brief:  They 
knew  the  ropes,  but  he  had  control 
and  forced  them  out. 

Today,  Dr.  Huang,  64  and  a  new 
member  of  the  billionaire  class,  is  12 
years  into  his  second  career  and  run- 
ning one  of  Taiwan's  largest  industri- 
al and  investment  groups.  Holding 
company  Ching  Fong  Investments' 
interests  range  from  making  and  sell- 
ing Honda  cars  and  motorcycles  (un- 
der exclusive  license)  to  financial  ser- 
vices and  trading.  Privately  held  San 
Yang  Industry  Co.  (the  Huang  family 
owns  around  65%)  makes  the  Hon- 
das; 1989  net  profits  were  $73  million. 
Nan  Yang  Industries  is  the  main  dis- 
tributor: It  earned  $22  million. 

Ching  Fong  also  controls  $2.2  bil- 
lion (1989  assets)  Cathay  Investment 
&.  Trust  Co.,  Ltd.  Cathay  got  caught 
in  the  notorious  Tenth  Credit  Coop- 
erative banking  scandal  that  shook 
Taiwan's  banking  system.  In  1985, 
with  Cathay  near  collapse,  the  gov- 
ernment stepped  in.  Three  years  later 
it  persuaded  Huang  to  take  over  Ca- 
thay. He  holds  50%;  in  1989  it  made 
$98  million.  Ching  Fong  also  has  in- 
terests in  construction,  high  technol- 
ogy and  venture  capital.  It  all  traces  to 
Shi  Huang's  father,  C.C.  Huang,  who 
started  a  lO-person  factory  for  bicycle, 
lighting  sets  in  1954.  Honda  motorcy- 
cles came  in  1962,  and  cars  in  1969. 
But  it  was  C.C.'s  son,  not  his  fac- 
tories, that  proved  his  most  valuable 
asset. — William  Heuslein 


KOREA 


CHUNG  JU  YUNG  AND  FAMHY 

Modem  times 

Hyundai  in  Korean  means  "modem 
times."  For  Chung's  Hyimdai, 
Korea's  second-largest  chaebol  (con- 
glomerate), modem  times  has  meant 
labor  trouble,  but  things  may  be  look- 
ing up.  In  this  year  of  tougher  govern- 
ment policy  and  a  less  robust  econo- 
my, Hyundai's  labor  conflicts  have 
been  considerably  milder  than  in  any 
of  the  last  three  years.  Settlements 
came  fast,  amounted  to  a  relatively 
modest  7.5%  increase,  and  much  less 
production  was  lost. 

Hyundai's  unions  are  the  largest  in 
the  country  and  its  management  one 
of  the  most  unyielding.  Honorary 
chairman  and  founder  Chung  Ju- 
yung,  74,  who  started  Hyundai  after 
World  War  II,  forged  the  sprawling 
group  with  an  iron  fist.  The  patemal- 
istic  Chung  ruled  (as  opposed  to  man- 
aged) Hyundai's  work  force.  Nominal- 
ly retired,  he  still  runs  the  show  be- 
hind the  scenes.  But  the  rise  of  the 
labor  movement  in  Korea  has  cut 
deeply  into  his  ability  to  rule. 

This  is  especially  important  now, 
when  Hyundai  is  facing  tougher  inter- 
national competition  in  a  tougher 
economic  environment  and  is  mailing 
an  important  push  into  petrochemi- 
cals. Traditionally,  the  government 
lets  a  few  companies  into  a  new  in- 
dustry, then  closes  the  door  and  gives 
the  lucky  ones  preferential  treatment. 
Evidently,  the  Chungs  badly  want  in, 


Charlif  Cole/Picl 
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Chung  Ju-yung 
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Costa  Rica 


Hong  Kong 


The  only  company  in  the 

world  trusted  by  ten  different 

countries  to  operate  their 

cellular  telephone  systems. 


Operating  cellular  telephone  systems,  worldwide,  is  our  business. 
When  you  need  experience,  ours  is  yours. 


(millicom) 

Millicom  International  Holdings  Limited 

1 53  E.  53rd  Street,  Suite  5500 

New  York,  NY  10022 

Telephone  (212)  355-3440 

Fax  (212)  751-21 14 

Millicom  Incorporated  is  a  diversified 

international  communications 

company  with  interests  in  cellular 

telephones,  alphanumeric  paging, 

satellite  television,  public  telephones 

and  computer  services. 


badly  enough  to  live  with  expected 
short-term  overcapacity — eventually, 
they  figure,  growing  demand  would 
outpace  permitted  supply.  But  it  all 
adds  up  to  more  pressure  to  keep 
down  current  costs  like  wages. 

Considering  this  volatile  mix, 
Hyundai's  relatively  tame  settle- 
ments— in  line  with  other  dxiebol  ex- 
perience— look  like  a  good  augury  for 
Korea. — William  Heiislein 


KOO  FAMILT 

Power  plays 

TIhe  Koos,  along  with  their  relatives 
by  marriage,  the  Huh  family,  have 
a  lot  of  rethinking  to  do  at  their 
Lucky-Goldstar  Group.  Especially  de- 
pendent on  exports,  the  group  is  suf- 
fering from  the  cheaper  yen  (compet- 
ing Japanese  goods  are  more  attrac- 
tive) and  rising  Korean  labor  costs. 
Lucky-Goldstar  has  catching  up  to  do 
on  R&D,  product  development  and 
improving  its  manufacturing.  L.S. 
Hwang,  of  Prudential-Bache  Securi- 
ties in  Seoul,  worries  about  "the  in- 


Koo  Cba-kyung 


vestment  willingness  of  Goldstar  to 
survive  as  an  electronics  company  in 
the  more  turbulent  1990s." 

The  group's  other  pillar  is  petro- 
chemicals, in  which  it  is  Korea's  big- 
gest. But  Seoul  is  opening  the  petro- 
chemical industry;  overcapacity 
looms  in  a  key  profit  producer. 

The  Koos  brought  in  McKinsey  &. 
Co.,  which  apparently  recommended 
emphasizing  services  rather  than 
manufacturing.  But  perhaps  as  impor- 
tant, it  recommended  pushing  deci- 
sion making  further  down  the  line. 
This  means  assorted  Koos  and  Hubs 
would  have  to  delegate  power.  Cur- 
rently, power  revolves  around  Chair- 
man Koo  Cha-kyomg,  66,  eldest  son  of 
the  group's  late  founder;  he  has  been 
turning  control  over  to  his  own  eldest 
son.  Vice  Chairman  Koo  Bon-moo,  45. 
The  Koos  and  the  Hubs  are  not  fol- 
lowing the  McKinsey  power-delega- 
tion proposal  entirely,  a  decision  they 
may  come  to  regret. — William  Heuslein 


LEE  FAMILT 

Keeping  up  with  Jones-san 

TIhe  Lees'  Samsung  Group  is  Korea's 
biggest,  best-regarded  chaebol.  It 
hires  carefully,  has  a  reputation  for 
top  pay  and  has  the  fewest  labor  prob- 
lems of  the  major  clxiehol.  But  Sam- 
simg  is  striving  to  catch  up  with  its 
Japanese  competitors  as  it,  like  the 
rest  of  Korea,  moves  from  labor-inten- 
sive businesses  into  high-tech,  capi- 
tal-intensive manufacturing.  Among 
other  things,  Samsung  has  become 
one  of  the  top  four  producers  of  mem- 
ory chips  in  the  world. 

Samsung  is  seeking  cheaper  capital, 
which  means  looking  overseas.  It  has 
had  to  borrow  at  around  16%  in  the 
local  market,  whereas  Japanese  com- 
petitors borrowed  at  7%.  As  one 
source  puts  it,  "That's  killing  them." 

Samsung  Electronics,  one  of  the 
stars  of  the  group,  has  long  planned  an 
international  bond  issue.  But  the  To- 
kyo crash,  Korean  labor  unrest,  a  com- 
ing Euromarket  oversupply  and 
knowledge  that  Korea  plans  to  open 
up  much  more  to  direct  investment  in 
1992  have  weakened  demand.  Sam- 
sung's price  now  would  not  look  good 
compared  with  rival  Hyundai,  which 
borrowed  at  very  favorable  terms  in 
February.  Rather  than  lose  face,  Sam- 
sung postponed  its  issue. 


Running  Samsung  (Korean  for 
"three  stars")  is  late  founder  Lee 
Byung-chuU's  third  son  and  hand- 
picked  successor.  Chairman  Lee  Kun- 
hee,  48.  Influenced  by  Japan,  where  he 
was  educated,  Lee  has  a  lot  of  invest- 
ment planned,  especially  in  r&d.  He  is 
determined  to  make  Samsung  compet- 
itive with  Japan.  — William  Heuslein 


SHIN  KYUK  HO, 

a.k.a.  TAKEO  SHIGEMITSU 

Accumulate  at  leisure 

Shin's  sprawling  $1  billion  complex 
near  the  Olympic  Stadium  in  sub- 
urban Seoul  is  a  monument  to  the  rise 
of  the  Korean  consumer.  It  houses  the 
world's  largest  indoor  amusement 
park,  plus  hotels,  a  sports  center,  de- 
partment stores  and  scores  of  shops. 

Shin's  Lotte  Group  starts  construc- 
tion this  year  on  a  new  hotel  and 
shopping  complex  in  Pusan,  Korea's 
second  city.  And  he's  awaiting  ap- 
proval on  a  100-story  hotel/leisure 
complex  next  to  the  mammoth  Lotte 
World  in  Seoul.  Like  Henry  Ford,  Shin 
has  run  ahead  of  the  trend  to  shorter 
work  weeks,  higher  real  wages  and 
greater  disposable  income.  Leisure- 
and  consumer-oriented  businesses 
bulk  ever  larger  in  Korea's  economy. 

Korean-bom  Shin,  67,  started  his 
estimated  $7  billion  to  $8  billion  for- 
tune in  Japan,  where  he  uses  his  Japa- 
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OUR  CLIENT  LIST  INCLUDES  50% 
OF  IHE  FORTUNE  500. 


.  s..^.  You're  better  off  under  the  Umbrellaf 


When  the  business  world  seeks  expertise  in  insurance,  investment  services  and 
managed  health  care,  they  know  where  to  turn.  To  the  company  that  is  backed  by  $50  billion , 
in  assets.  The  company  with  125  years  of  experience.  The  company  whose  commitrnent  / 
to  customer  service  provides  business  with  what  it  values  most — financial  peace  of  mind. 

TheTravelersCompanies,  Hartford,  Connecticut  06183  '.«*  '  i**;; 
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c- 1990  The  Travelers  Corporation 


A  Flexible  Framework. 


The  links  that  join  two  sides  should  not  be  rigid, 
but  flexible,  able  to  bend  and  shift  as  conditions 


?^^ 
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The  Golden  Gate  Bridge, 
photographed  by  Alan  Ross. 


. 


hange.  At  Bank  o(  America,  we  build  business 
elationships  with  a  flexible  framework  on  a  firm 


foundation,  to  adjust  to  your  changing  needs  and 
provide  the  kind  of  support  that  endures. 


m 

Bank  of  America 
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Shin  Kyuk-fxj 


nese  name,  Takeo  Shigemitsu.  An  as- 
piring novelist  turned  engineering 
student,  he  built  on  his  post-World 
War  II  success  in  chewing  gum  by 
expanding  into  confectioneries,  and 
invested  much  of  the  profit  in  exten- 
sive real  estate  holdings.  In  1967,  after 
diplomatic  relations  between  Japan 
and  Korea  were  finally  normalized. 
Shin  launched  a  Korean  version  of  his 
thriving  Japanese  empire. 

Though  now  one  of  the  ten  largest 
Korean  business  groups,  Lotte  doesn't 
follow  the  pattern  of  the  all-embrac- 
ing cbaehol.  His  consumer,  petro- 
chemical and  real  estate  empire  is  a 
multibillion-dollar  bet  that  Korea, 
too,  will  be  a  rich,  first-world 
nation. — William  Heuslein 


HONG  KONG 


ROBERT  MILLER 

Dutyfree  croppers 

Just  when  Bob  Miller  and  his  part- 
ner Chuck  Feeney  thought  they'd 
gotten  the  patent  on  duty  free  shop- 
ping success,  the  chemistry  changed. 
The  two  American  entrepreneurs  are 
40% -apiece  owners  of  Duty  Free 
Shoppers  Group  Ltd.;  with  over  $2.5 


Robert  Miller 


billion  in  sales  from  around  160  duty 
free  and  duty  paid  airport  and  down- 
town stores  in  the  U.S.,  the  U.K.  and 
the  Pacific,  it's  the  world's  largest  re- 
tailer of  its  kind.  (Feeney  is  a  U.S. 
citizen  and  appears  in  the  Forbes  Four 
Hundred;  Miller  holds  a  British/Hong 
Kong  passport  and  lives  in  Hong 
Kong.)  Their  shrewd  assessment  of 
Japanese  gift-buying  psychology, 
backed  by  the  strong  yen  and  virtual 
monopoly  concessions  in  prime  loca- 
tions, assured  profit  margins  of  up  to 
20%  in  the  past. 

But  lately  the  yen  has  dropped;  this 
and  reform  of  Japan's  sales  tax  have 
narrowed  the  gap  between  overseas 
and  domestic  prices  to  Japanese  shop- 
pers. The  competition's  catching  up, 
too.  In  1989  DFS  lost  the  bidding  for 
the  San  Francisco  airport  concession 
to  U.K. -based  Allders  International. 
In  1988,  DFS  grossly  outbid  competi- 
tors— by  about  $700  million — to  hang 
on  to  Honolulu,  the  most  prestigious 
duty  free  spot  of  all.  Late  last  year  dfs 
did  a  smaller  but  expensive  repeat  in 
Singapore.  A  longtime  former  em- 
ployee of  DFS  says  overbidding  has 
reduced  dfs'  margins;  he  says  they  are 
under  10%. 

Meanwhile,  nations  like  Taiwan  and 
Korea  now  want  to  operate  their  duty 
free  concessions  themselves,  dfs  has 
started  going  partners — in  Hong  Kong 
and  Singapore,  for  instance — and  is 
looking  to  become  suppliers  to  the 
ones  It  can't  own. 

By  now.  Miller  has  built  up  big  in- 
vestments outside  of  dfs.  A  dapper  57, 
he  lives  flamboyantly  with  his  wife  and 
two  daughters  in  a  lavish  home  on 
Hong  Kong  Island,  playing  with  invest- 
ments in  the  PRC,  real  estate  and  bank- 
ing in  Hong  Kong.— Manjeet  Kripalani 


LI  KA  SHING 

Doing  the  Hong  Kong  Shuffle 

1i  is  planning  for  a  future  with — or 
I  without — Hong  Kong.  His  public- 
ly traded  Hutchison  Whampoa  Ltd., 
one  of  the  colony's  oldest  hongs  (trad- 
ing houses),  plans  to  gradually  reduce 
total  investment  in  Hong  Kong  from 
the  current  80%  to  50%. 

So  maybe  Li  wasn't  so  disappointed 
when  Hong  Kong's  cable  tv  monopo- 
ly went  to  competitor  Sir  Y.K.  Pao — 
especially  since  Li's  Hutchison  is  de- 
veloping AsiaSat,  a  joint  venture  with 
Hong  Kong  Telecom,  a  subsidiary  of 
the  U.K.'s  Cable  &  Wireless,  and  Citic. 
(China  International  Trust  &.  Invest- 
ment Corp.,  Beijing's  investment  ve- 
hicle), due  to  launch  this  year  and 
broadcast  to  all  of  Asia.  The  People's 


Li  Ka-shing 


Republic  may  own  a  piece,  but  the 
satellite  will  be  high  overhead,  not  in 
Hong  Kong. 

Y.K.  Pao  and  Li  Ka-shing  will  proba- 
bly bang  heads  again  come  1995, 
when  the  telephone  monopoly  comes 
up  for  bid.  Li's  Hutchison  Telecom 
already  controls  half  of  Hong  Kong's 
cellular  and  paging  market.  But  it  also 
has  paging  interests  in  Australia. 

Hutchison  Whampoa,  the  first  hong 
to  be  taken  from  qiieillo  (foreign) 
hands,  made  Li  Hong  Kong's  first'Chi- 
nese  taipan.  The  man  who  at  13  was 
peddling  plastic  toys  and  working  the 
night  shift  now,  at  62,  controls  a  net 
worth  of  over  $1.2  billion. 

All  of  Hong  Kong  is  watching  its 
shrewdest  businessman,  who  is  in- 
vesting personal  assets  (outside  his 
public  companies)  overseas.  Both  sons 
are  Canadian  citizens.  Stanford-edu- 
cated Victor,  27,  spends  half  his  time 
in  Vancouver,  where  he  helped  engi- 
neer the  $275  million  acquisition  of 
204  acres  of  the  1986  Expo  site.  Keep 
an  eye  on  him. — Manjeet  Kripalani 


SIR  THE  KONG  PAO 
AND  FAMILY 

Red  sails  in  the  sunset? 

Iast  year  Sir  Yue-kong  Pao  sold  his 
110%  holding  in  Britain's  Standard 
Chartered  banking  group  at  a  reported 
loss  of  about  $100  million.  He  also 
sold  his  38%  stake  in  the  regional 
airline  Dragonair.  He  has  turned  over 
management  of  day-to-day  operations 
at  his  empire  to  his  two  sons-in-law. 


132 


FORBES,  [ULY  23,  1990 


MANI 


Sir  Y.K.  Pao 


Peter  Woo  and  Helmut  Sohmcn.  Pub- 
licly owned  World  International  and 
Wharf  Holdings  are  looked  after  by 
Woo.  Sohmen  runs  World-Wide  Ship- 
ping, Pao's  200-vessel  private  ship- 
ping company,  reputed  to  be  the 
world's  largest. 

The  U.S. -educated  Woo,  a  former 
banker  like  his  father-in-law,  is  on  the 
move.  He's  building  an  office-retail 
complex  on  Hong  Kong's  so-called 
Times  Square.  And  a  consortium 
dominated  by  Wharf  Holdings  won 
the  $700  million  franchise  for  Hong 
Kong's  first  cable  television  network, 
over  Li  Ka-shing  (see  above }. 

But  Woo  is  hedging  with  invest- 
ments elsewhere:  In  April  Wharf  paid 
$165  million  for  a  plum  property  on 
Singapore's  Orchard  Road.  Wharf 
manages  39  Omni  Hotels  on  the  East 
Coast  of  the  U.S.  and  will  soon  sign  a 
contract  to  manage  67  on  the  West 
Coast  for  Metropolitan  Life.  And  last 
month  Pao's  World  International 
moved  the  domicile  of  its  Lane  Craw- 
ford department  store  subsidiary  to 
Bermuda,  far  away  from  the  People's 
Republic  of  China. 

In  the  meantime,  the  influential 
Helmut  Sohmen  closely  watches  the 
political  waters  under  his  World-Wide 
fleet. — Manjeet  Kripalani 


CHENG  TU  TUNG 

On  the  move 

Ever  since  43-year-old  Henry  Cheng 
became  managing  director  of  his 
father's  company  in  January  1989,  it 
seems  like  New  World  Development 
Co.  has  suddenly  become  a  tiger.  Last 
year  debt  jumped  from  a  normally 


cautious  $150  million  to  almost  $1 
billion.  New  World  bought  most  of 
Ramada  Inc.,  sold  off  some  Hong 
Kong  property  but  increased  invest- 
ment in  Hong  Kong  rental  units.  It 
teamed  up  with  Macao  casmo  king 
Stanley  Ho  to  buy  into  a  tv  venture. 
And  in  April  the  Chengs  took  Hong 
Kong  by  surprise  by  announcing  that 


Cbet7g  Yu-tung 


the  family  would  take  private  the  ho- 
tel subsidiary.  New  World  Hotels. 

Henry  Cheng's  farsighted  father, 
Cheng  Yu-tung,  64,  fell  off  the  billion- 
aire list  when  Tiananmen  shot  down 
the  price  of  his  stock  last  year.  But  his 
stock  came  back.  Like  most  Hong 
Kong  tycoons,  the  Chengs  are  hedging 
their  Hong  Kong  bets.  The  Ramada 
deal  is  one  obvious  example.  The  pri- 
vatization decision  is  probably  anoth- 
er: Five  of  New  World's  hotels  are  in 


Hong  Kong,  but  six  others  are  else- 
where in  Southeast  Asia,  and  by  year- 
end  seven  will  be  in  the  People's  Re- 
public of  China. 

Other  overseas  assets  include  a 
16%  stake  in  Singapore's  Suntec 
convention  center,  a  share  of  the 
profits  of  the  development  of  Van- 
couver's 1986  Expo  site  and  a  third 
of  Houston-based  Allright  Auto, 
among  the  world's  largest  parking  lot 
operators.  In  his  personal  life,  the 
elder  Cheng  is  reportedly  a  keen 
gambler  who  wagers  on  his  own  golf 
game — as  well  as  on  Hong  Kong's 
future  after  1997.— Manjeet  Kripalani 


KADOORIE  FAMILY 

Michael's  turn? 

TIhe  Kadoories  are  among  Hong 
Kong's  oldest  families.  Patriarch 
Lord  Lawrence,  91,  is  as  old  as  the 
company  his  father.  Sir  Elly,  bought 
into  in  1919,  China  Light  &.  Power, 
one  of  Hong  Kong's  two  electric  utili- 
ties; the  family's  stake  is  worth  over 
$800  million. 

Through  a  69%  interest  in  Hong- 
kong &  Shanghai  Hotels,  the  Kadoor- 
ies— Lord  Lawrence,  brother  Sir  Hor- 
ace, 87,  and  son  Michael,  49 — also 
own  the  Peninsula,  one  of  the  world's 
finest  hotels.  Unafraid  of  Beijing,  they 
hold  a  contract  to  manage  the  deluxe 
Palace  Hotel  in  that  capital.  But 
they're  not  taking  any  chances,  ei- 
ther. There  is  already  a  Peninsula  in 
Manila,  one  in  New  York,  one  due  to 
open  in  Beverly  Hills  next  year  and 
another  in  Bangkok  in  1993.  They're 
actively  looking  for  hotel  sites  in  Lon- 
don, Tokyo  and  Ho  Chi  Minh  City. 


Frank  Fischbeck/Siock  House 


Lord  Kadoorie 
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Asia      Series 


You  can  do  business  in  Japan 
witliout  sfieliing  out  a  fortune. 


R)r  many  companies,  the  biggest 
barrier  to  new  markets  has  been  the 
cost  of  business  trips.  Restaurants  can 
be  expensive,  and  even  the  smallest 
accommodations  may  carry  oversized 
bills.  Yet  those  willing  to  be  a  little 
adventurous  will  find  that  traveling 
comfortably  in  Japan  doesn't  require 
packing  a  suitcase  full  of  yen. 

Hop  on  the  bus. 

A  $20  bus  ride  from  Narita  Airport 
may  not  strike  you  as  a  bargain,  but 
compared  to  a  $150  taxi,  it  is.  The 
buses  marked  "Airport  Limousine" 
stop  at  all  the  major  hotels  in  Tokyo. 

Sleep  cheap. 

Business  hotels  are  a  fairly  new  phe- 
nomenon. Catering  primarily  to 


Japanese  businessmen,  they're  clean, 
functional,  and  conveniently  located. 
Although  vending  machines  replace 
amenities  like  room  service,  at  $40  to 
$50  a  night  these  hotels  are  a  sound 
investment.  Tvo  major  chains  are  the 
Tokvu  Inn  (tel.  03/406-0109)  and  the 
Washington  (tel.  03/434-5211). 

Food  for  naught. 

It  should  come  as  no  surprise  that 
you'll  save  money  eating  where  the 
locals  eat.  Good  and  reasonably 
priced  restaurants  can  be  found  in 
department  stores  and  the  basements 
of  office  buildings.  At  lunch,  ask  for 
teishoku.  It  means  special  of  the  day 
and  includes  rice,  miso  soup,  salad, 
meat  or  fish,  and  dessert-all  for 
around  five  dollars.  Rameiiva  and 


sobaya  (noodle  shops)  are  perfect 
places  for  a  quick  and  tasty  meal. 

Northwest  notes. 

Since  your  time  is  money  too,  we 
make  it  as  quick  and  easy  as  pos- 
sible for  you  to  get  to  Japan,  by 
offering  daily  nonstops  from  the 
most  U.S.  cities.  So  you  can  count  on 
arriving  when  you  want,  rested  and 
ready  to  do  business.  And  we  give 
you  something  else  no  other  U.S. 
airline  can:  the  knowledge,  under- 
standing and  insight  that  comes  from 
over  40  years  of  helping  people  do 
business  in  Asia.  For  international 
reservations,  call  vour  travel  agent 
or  Northwest  at  1-800-447-4747.  To 
find  out  more  about  doing  business 
in  Asia,  call  l-SOO-553-2215,  ext.  183. 


1990  Northwest  Airlines,  Inc. 


NORTHWEST  AIRLINES 
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It's  not  surprising  that  two  can  sometinnes  accomplish 
things  that  one  never  could.  What  is  surprising,  however,  is 
just  how  beneficial  the  merger  of  McCormack  &  Dodge  and 
Management  Science  America  (MSA)  promises  to  be. 

Together  they  are  combining  their  talents  and  energies, 
along  with  an  unprecedented  wealth  of  experience,  to  form 
D&B  Software. 

On  march  1.1990 

msA  Soitware  merged  umn 

mccoiiiiach&  Dodge 

ID  Become 

Dun&  Bradstreet  Sonuiare. 

With  more  than  one-third  of  the  staff  committed  to 
servicing  and  enhancing  your  existing  software,  D&B  Software 
will  thoroughly  protect  your  investment.  And  the  company 
wor1<s  With  more  than  10,000  customers  worldwide.  That 
means  unmatched  proficiency  in  dealing  with  problems,  and 
knowing  v\/hat  works  and  what  doesn't.  While  raising  cus- 
tomer satisfaction  to  new  heights. 

The  merger  will  have  unexpected  benefits  in  other  ways 
as  well  The  R&D  budgets  and  expertise  of  the  two  compa- 
nies are  now  combined  So  you  can  be  assured  that  D&B 
Software  is  extraordinarily  equipped  to  help  you  navigate  the 
tremendous  technological  changes  that  lie  ahead.  Doing  so 
by  enhancing  current  products.  And  by  providing  clear 
migration  paths  to  the  next  generation  of  software. 

D&B  Software  will  also  make  certain  you  aren't  left 
behind  in  an  increasingly  global  marketplace.  Because,  with 
the  resources  of  two  companies,  your  needs  can  now  be 
attended  to  in  more  than  60  countries  with  a  network  of 
seasoned  company  representatives  And  the  software  solu- 
tions themselves  are  designed  to  operate  worldwide  and  on 
multiple  hardware  platforms, 

D&B  Software  is  the  largest  applications  software  and 
services  company  in  the  world.  With  the  biggest  capacity  for 
doing  whatever  the  customer  requires.  And  doing  business 
with  a  stable,  reliable  company  such  as  D&B  Software,  with 

the  full  backing  of 
The  Dun  &  Bradstreet 
Corporation,  will 
allow  customers  to 
do  something 
they've  always 
wanted  to  do.  To 
concern  themselves 
less  with  their  soft- 
ware and  more  with 
the  business  at  hand. 
D&B  Software.  The  happy  result  of  a  merger  And  living 
proof  that  when  two  become  one,  extraordinary  things  can 
happen.  For  more  information  about  a  most  welcome  addi- 
tion to  the  world  of  software,  call  (404)  239-INFO. 


Another  part  of  the  family's  biUion- 
plus  is  invested  in  off-shore  interests 
in  carpets  and  textiles,  and  in  finan- 
cial services. 

Hong  Kong  benefits  from  the  phi- 
lanthropy of  this  old  family  of  Iraqi 
Jewish  extraction,  which  started  its 
business  as  brokers  in  Shanghai.  A  lot 
of  people  are  rooting  for  Lord  Law- 
rence's son  Michael.  He  is  still  largely 
regarded  as  an  untried  quantity,  hid- 
den in  the  shadow  of  his  elders,  but 
then,  he  comes  from  exceptional 
stock. — Manjeet  Kripalani 


KWOK  TAK  SENG  AND  SONS 

Keeping  his  heart  in  Hong  Kong 

Another  Hong  Kong  businessman 
■rctuming  to  the  list  in  the  wake  of 
Tiananmen  Square  is  Kwok  Tak-seng. 
His  48% -owned  Sun  Hung  Kai  Prop- 
erties is  as  busy  as  ever  expanding  its 
successful  New  Town  Plaza  integrat- 
ed retail,  entertainment,  office  and 
residential  complexes  in  Hong  Kong's 
New  Territories,  where  many  middle- 
income  earners  live. 

Kwok's  family  came  from  humble 
origins  in  Canton.  He  initially  pros- 
pered as  exclusive  agent  for  postwar 
Japan's  ykk  zippers.  Seeing  the  desper- 
ation of  the  thousands  of  refugees 
from  the  People's  Republic  who 
flooded  Hong  Kong  in  the  1950s, 
Kwok  in  the  1960s  set  up  a  property 
development  partnership  to  build  af- 
fordable housing  for  the  refugees. 
Thus  was  bom  Sun  Hung  Kai,  which 
now  has  the  largest  land  bank  in  Hong 
Kong  (34  million  square  feet). 

Kwok  is  spreading  his  public  com- 
pany's risks — but  in  Hong  Kong.  It  has 
a  piece  of  Unimix,  a  local  garment 
manufacturer,  and  27%  of  Sir  Y.K. 
Pao's  Hong  Kong  cable  tv  franchise. 
Sun  Hung  Kai  is  also  interested  in 
bidding  on  the  bridge  to  Lantau  Is- 


S«»ulh  China  Morning  Po' 


land,  where  the  new  $16  billion  air- 
port is  to  be  built. 

Kwok,  79,  never  learned  English, 
but  his  three  sons — Walter,  Thomas 
and  Raymond — are  British-educated 
and  in  the  business.  Their  private 
family  portfolio  includes  $110  mil- 
lion worth  of  San  Francisco  property, 
just  in  case.  But  their  main  bet  is  still 
on  Hong  Kong,  where  they've  accu- 
mulated a  fortune  worth  at  least  $1.4 
billion. — Manjeet  Kripalani 


SWIRE  FAMILY 

Staying  put,  too 

TIhe  Swire  brothers — Sir  Adrian 
Swire,  58,  and  Sir  John,  63^con- 
trol  London-based  John  Swire  &  Sons. 
It  gets  70%  of  its  income  from  Hong 
Kong,  mostly  through  owning  27%  of 
the  publicly  traded  Swire  Pacific, 
which  has  been  increasing  activity  in 
Hong  Kong. 
In  real  estate,  the  Swires  favor  own- 
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on  Hong  Kong.  Note,  however,  that 
they  live  in  the  U.K.,  bet  with  the 
public's  money  and  maintain  a  fall- 
back nest  egg  far  beyond  Beijing's 
reach. — Manjeet  Kripalani 


Sir  Adrum  Swire 


Kwok  Tak-seng 


ing  rental  properties  in  the  colony  in- 
stead of  selling  properties  and  cashing 
out.  If  the  Swires  are  right,  they  will 
be  sitting  on  extremely  valuable  real 
estate  post- 1997. 

But  the  group's  jewel  is  51%  of 
Hong  Kong's  publicly  traded  monopo- 
ly airline,  Cathay  Pacific,  to  which 
the  Swires  have  diplomatically  added 
30%  of  Dragonair,  a  regional  airline  in 
which  Beijing's  investment  arm,  Ci- 
tic,  has  a  20%  holding.  Through  John 
Swire  &.  Sons,  the  fifth  generation 
also  controls  Coca-Cola  bottling  fac- 
tories, Kentucky  Fried  Chicken  fran- 
chises, 25%  of  the  Australian  cold 
storage  market  and  highly  profitable 
waste  disposal  companies. 

The  original  John  Swire  was  a 
small-time  trader  in  Liverpool  in  the 
early  1800s;  his  son  John  moved  to 
Shanghai,  where  his  textile-import 
company  created  the  foundation  of 
the  family's  $1.1  billion-plus  fortune. 
Brothers  Adrian  and  John  Swire  cheer 


INDONESIA 


WILLIAM  SOERTADJATA 
AND  FAMILY 

Indonesia 's  other  billionaire 
_  A  A  darling  of  the  booming  Jakarta 
stock  exchange  this  year  is  an 
automotive  and  resource  group  called 
PT  Astra  International.  An  excited 
crowd  oversubscribed  the  initial  offer- 
ing 26  times.  "It's  part  of  the  Soeryad- 
jaya  group,"  notes  an  analyst  at  Jar- 
dine  Fleming  in  Jakarta. 

That  explains  everything.  Patriarch 
William  Soeryadjaya  boosted  his  busi- 
ness with  the  equivalent  of  $1,000 
borrowed  from  President  Suharto, 
then  an  army  officer,  27  years  ago.  But 
this  isn't  just  an  example  of  Indone- 
sian political  grease.  The  Soeryad- 
jayas  are  respected  in  Indonesia  for 
running  a  thoroughly  professional, 
entrepreneurial  operation. 

Like  other  Third  World  business 
powers,  $1.8  billion  (sales)  Astra,  76% 
family  controlled,  is  a  grab  bag:  It  has 
half  the  automotive  market  in  Indo- 
nesia; plywood  exports  to  the  U.S.  and 
Japan;  the  country's  largest  exporter 
of  raw  material  for  tire  rubber  (to 
Goodyear  and  Michelin);  rubber  plan- 
tations; assembly  and  sale  of  every- 
thing from  tractors  to  copiers  to  pcs. 
There  is  a  privately  owned  financial 
services  outfit,  Summa  (assets:  $1.4 
billion).  Run  by  William  Soeryad- 
jaya's  eldest  son,  Edward,  Summa  is 
in  trading,  property  and  hotel  devel- 
opment, oil  exploration,  equipment 
leasing  and  consumer  finance,  and 
has  ambitious  plans  for  investing  in 
Vietnam  (see  box,  p.  142). 

William  Soeryadjaya  is  third-gener- 
ation Indonesian  Chinese.  Back  from 
studying  in  Amsterdam  in  1948,  he 
soon  grew  bored  with  his  leather  fac- 
tory. After  Suharto's  1966  overthrow 
of  President  Sukarno,  Soeryadjaya 
rented  an  old  gm  truck-assembly 
plant  in  Jakarta,  where  he  assembled 
and  sold  800  gm  trucks.  He  later 
joined  with  Toyota,  then  Honda. 
Then  Xerox  offered  him  another  busi- 
ness, and  Astra  was  on  its  way. 

Described  by  his  sons  as  a  "positive 
thinker,"  Soeryadjaya,  now  67,  has 
turned  management  over  to  his  chil- 
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Now  you  can  afford 
to  upgrade  eveiy  trip. 


(ITS  THE  ONLV 
\  WAV  TO  GO 


you  re  paying  now, 
you  could  be  staying 
in  a  hotel  that  was 
made  for  you.  Embassy 
Suites''  hotels.  Each  of  our  rooms  is  a  two- 
room  suite,  so  you  can  spread  out  and 
work  or  stretch  out  and  relax.  And  each 
suite  comes  with  a  free,  cooked-to-order 
breakfast  each  morning  (everything  from 
pancakes  to  muffins  to 
cereals  and  fresh 
fruit)  and  two 
]  hours  of  com- 
plimentary 
beverages + 
each  evening.  If  you're  looking  for  more 
from  your  hotel,  call  us.  We  think  you'll 
find  we  were  made  for  each  other. 


EMBASSY 

^ 

SUITES 

^H  O  T  E  L  S^ 


We  were  made  for 
each  other/" 


In  Canada 

1-800-458-5848 

In  Mexico 

95-800-362-2779 


Call  1-800-EMBASSY 


*  Subject  to  state  and  local  laws. 
GARFIELD:  ©1978  United 
Feature  Syndicate,  Inc. 


.oryour  travel  agent. 


' 


dren:  Edward,  42,  once  an  Astra  Xerox 
salesman  who  later  set  up  Summa; 
Edwin,  41,  a  graduate  of  the  Universi- 
ty of  Southern  California;  Judith,  38, 
prospecting  for  hotel  development 
projects;  and  Joyce,  39,  who  runs  part 
of  Summa  operations  from  Hong 
Kong.  His  role  now?  Replies  Edwin: 
"Working  on  projects  that  we  consid- 
er too  risky,  making  them  viable  and 
then  selling  them  to  us — at  goodwill 
prices." — Manjeet  Kripalani 


LIEM  SIOE  LIONG 

Big  things  from  working  fifr  peanuts 

Rumors  fly  that  Indonesia's  richest 
businessman,  Liem  Sioe  Liong, 
believed  to  be  worth  over  $2  billion, 
will  soon  retire.  He  has  ostensibly 
handed  over  daily  management  of 
Liem  Group  to  sons  Anthony  and  An- 
dree.  Yet  Liem,  74,  still  puts  in  a  12- 
hour  day,  then  finds  time  for  jogging 
and  1 1  grandchildren.  He  asserts  firm- 
ly: "I  still  have  full  control." 

Liem  emigrated  to  Java  at  age  20  to 
work  in  the  peanut  oil  trade.  By  the 
time  Suharto  took  over  in  1966,  he 
had  close  enough  ties  with  the  new 
leader  to  be  granted  state  monopolies, 
starting  with  the  clove  trade.  Flour, 
cement  and  steel  followed.  Today, 
Liem  is  most  famous  as  Suharto's  cn- 
kong,  or  Chinese  financier. 

Liem  and  other  Indonesian  Chinese 
businessmen  are  widely  resented  for 
their  economic  clout.  Presidential  pa- 
tronage has  accounted  for  much  of  the 
group's  success,  but  Suharto  isn't  get- 
ting younger  (he's  69).  Last  year  Indo- 
cement,  Liem's  mammoth  cement 
producer,  which  had  to  be  bailed  out 
with  a  $200  million  state  investment. 


used  the  stock  market  boom  in  Jakar- 
ta to  go  public.  The  public,  along 
with  U.S.,  European  and  Japanese 
securities  houses,  were  not  terribly 
eager  to  oversubscribe  this  one.  But 
thanks  to  a  cement  shortage  in 
Southeast  Asia,  Indocement  just 
made  full  subscription.  The  stock  has 
since  done  better. 

Apart  from  his  Indonesian  holdings, 
Liem  owns  land  in  California — "lots 
of  land,"  says  Johannes  Kotjo,  execu- 
tive director  of  Liem  Group — along 
with  three  private  U.S.  banks  and  a 
majority  of  Hong  Kong-based  interna- 
tional investment  company  First  Pa- 
cific Co. 

If  the  Liems  choose  to  emigrate 
again,  they  won't  go  to  work  for 
peanuts. — Manjeet  Kripalani 


MALAYSU 


ROBERT  KUOK 

Meet  the  "Sugar  King" 

Perhaps  one  of  the  most  private 
billionaires  in  Southeast  Asia  is 
Robert  Kuok,  67  and  new  to  our  list 
this  year.  Malaysia's  "sugar  king"  is 
its  best-known  international  busi- 
nessman and  wields  heavy  influence 
inside  the  country. 

The  Hong  Kong-based  Malaysian 
citizen  presides  over  a  hotels  and  trad- 
ing empire  stretching  from  Singapore 
to  the  People's  Republic  of  China  to 
Fiji.  His  holdings,  estimated  to  be 
worth  over  $1  billion,  include:  his 
flagship  company,  Perlis  Plantations 
in  Malaysia  (sugar,  flour);  the  deluxe 


Shangri-La  hotel  chain;  and  substan- 
tial holdings  in  two  major  Hong  Kong 
TV  stations,  tvb  and  tve.  From  Hong 
Kong  Kuok's  private  Kerry  Trading 
runs  a  brisk  trade  in  oil  and  rice;  there 
are  property  development  portfolios 
across  the  asean  region  and  shipping 
fleets.  In  the  last  year  alone  Kuok  has 
invested  at  least  $200  million  to  build 
four  Shangri-Las  in  the  Philippines, 
making  him  currently  the  second- 
largest  property  developer  in  that 
country. 

Kuok's  background  is  solidly  mid- 
dle class — his  father  was  a  merchant 
from  China — but  the  senior  Kuok  pro- 
vided his  children  a  first-class  educa- 
tion. Robert  Kuok  attended  presti- 
gious English  College  in  his  home- 
town in  Johor  state,  and  Raffles 
College  in  Singapore,  where  that 
country's  prime  minister,  Lee  Kuan 
Yew,  was  a  contemporary.  By  age  26, 
he  and  brother  Philip  were  running 
Kuok  Brothers  Sdn  Bhd  in  Johor  Ba- 
haru,  trading  in  rice  and  sugar. 

A  scries  of  coups  on  the  commod- 
ities markets  in  the  1960s  earned  him 
the  title  of  "sugar  king" — and  profits 
enough  to  expand  into  property  and 
industry.  In  1971  the  first  of  the  Shan- 
gri-Las opened  in  Singapore. 

While  Kuok  is  fiercely  nationalis- 
tic— he  is  politically  well  connected 
in  Malaysia  and  reputed  to  be  close  to 
the  powerful  sultan  of  Johor — he  is 
also  staunchly  Chinese.  Like  many 
loyal  overseas  Chinese,  he  has  turned 
toward  the  mother  country  after  suc- 
cess in  his  adopted  land.  Kuok  hks  five 
hotels  already  in  China.  (Two  hotels 
are  near  Tiananmen  Square;  business 
has  been  slow.) 

Kuok  is  currently  interested  in  de- 
veloping land  around  a  reported  $500 
million  project  for  a  second  bridge 
connecting  Johor  to  Singapore.  "Rob- 
ert tends  to  be  the  dominant  figure," 
says  a  senior  executive  of  the  Kuok 
Group  in  Hong  Kong. 

Dominant  figures  don't  like  to 
quit. — Manjeet  Kripalani 


SINGAPORE 


Liem  Sioe  Liong 


LEE  FAMILY 

The  blood  runs  thin 

TIhe  Lee  brothers — Lee  Seng  Wee, 
Lee  Seng  Tee  and  Lee  Seng  Gee — 
are  the  ultimate  in  Singapore's  old 
money  crowd.  They  control  the  ven- 
erable Oversea-Chinese  Banking 
Corp.,  the  third-largest  in  Singapore; 
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In  banking  today,  it's  important  to  see 
the  whole  as  clearly  as  the  parts. 


Should  you  borrow  in  the  Euromarkets  or  issue  debt  here 
at  home? 

What  about  investing  your  corporate  cash?  Go  long,  short, 
fixed,  floating? 

What's  the  true  value  — to  you— of  a  proposed  acquisition? 

Hard  questions,  always.  Even  harder  today.  But  less  so 
when  you  have  Bankers  Trust  on  your  side. 

As  merchant  bankers,  we  view  problems  as  you  do:  in  the 
light  of  your  overall  strategic  objectives. 

The  broader  and  deeper  our  relationship,  the  more  effec- 
tively we  can  do  this.  And  then  select  exactly  the  best  solutions 
from  our  ever-increasing  array.  It's  an  array  which  now  includes 
the  power  to  underwrite  corporate  debt  through  our  subsidiary, 
BT  Securities  Corporation. 

Merchant  banking  focuses  not  only  on  the  details,  but  on 
the  big  picture  as  well.  And  that  can  be  crucial  today. 

DBankersTrust 
Bankers  Trust  New  York  Corporation 

Because  today  isn't  yesterday. 


the  Lees  have  an  estimated  30%, 
worth  over  $800  million.  Singapore's 
richest  family  also  has  stakes  in  about 
a  dozen  Singapore  blue  chips.  They 
are  extremely  influential  and  highly 
charitable.  "The  family  believes  they 
are  investors  rather  than  managers," 
says  a  Singapore  analyst. 

Also  like  old  money — but  unlike 
group  founder  Lee  Kong  Chian — the 
Lees  are  risk-averse.  The  founding  Lee 
aggressively  bought  thousands  of 
acres  of  rubber  estates  and  vacant 
property  in  Malaysia  and  Singapore 


during  the  1930s  Depression  and  built 
the  family's  fortune — first  rubber,  and 
later  palm  oil  and  pineapple  planta- 
tions now  worth  hundreds  of  mil- 
lions. A  lot  is  in  Malaysia,  where  land 
is  now  becoming  attractive  to  space- 
starved  Singapore  investors.  The  fam- 
ily bank  is  also  a  significant  presence 
in  Malaysia. 

The  third  Lee  generation  is  coming 
along.  With  it  the  Lees  are  producing 
doctors  and  journalists.  Only  one,  Lee 
Seng  Gee's  son,  is  in  the  family  busi- 
ness.— Manjeet  Kripalani 


Perestroika  east 


Hong  Kong's  Cheng  Yu-tung 
and  the  Kadoories,  Indonesia's 
Soeryadjayas — what  do  these  bil- 
lionaires see  in  Ho  Chi  Minh  City? 
Maybe  Asia's  next  boomtown? 

Bangkok,  Kuala  Lumpur  and  Ja- 
karta are  surging.  But  Saigon  and 
Vietnam  were  held  back  by  com- 
munism, decades  of  war  and  the 
U.S.  trade  embargo.  Two  years  ago, 
farmers  were  allowed  long-term 
leases  on  land.  Within  18  months 
Vietnam  was  the  third-largest  rice 
exporter,  after  Thailand  and  the 
U.S.  Foreigners  could  get  100%  eq- 
uity deals  and  repatriate  profits; 
now  there  are  150  foreign  joint 
ventures  valued  at  $1  billion. 

"Vietnam  will  be  rebuilding 
from  scratch,"  says  Indonesia's  Ed- 
ward Soeryadjaya,  who  wants  in 
"before  the  U.S.  lifts  the  embargo 
and  the  multinationals  come  in." 
His  Indovina  Bank  has  been  in  Sai- 
gon since  1988;  his  Summa  group 


plans  a  resort  near  Saigon  and  a 
second  Vietnamese  airline. 

Aside  from  oil  and  gas,  the  larg- 
est deal  would  be  Saigon's  tallest 
building,  a  15-story,  $40  million, 
600-room  "grand  luxe"  hotel.  The 
Chengs'  New  World  group  hopes 
to  begin  construction  soon.  The 
Kadoories  also  plan  three-star  ho- 
tels and  office  buildings. 

Vietnam  has  67  million  people, 
compared,  say,  with  France's  56 
million.  The  Vietnamese  are  eager 
to  improve  their  lot.  English  is 
much  spoken.  And  Hanoi  cuts 
deals  now.  Foreigners  cannot  buy 
land,  but  can  lease  it  for  up  to  20 
years.  Infrastructure  is  nonexis- 
tent; almost  everything,  even  cut- 
lery, has  to  be  imported.  Vietnam 
is  considered  a  bad  risk  by  bankers, 
so  investors  must  put  in  their  own 
cash.  But  from  such  primitive  con- 
ditions handsome  rewards  some- 
times flow. — Manjeet  Kripalani 


Bill  Wassman'Slock  Markel 


Rex  Hotel  Cleft),  City  Hall  (right); 
Ho  Chi  Minh  Cit\> 


Lee  Seng  Wee 
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KWEK/QUEK  FAMILY 

Face  loss 

In  the  1960s  the  Kweks  ran  afoul  of 
the  government  for  tax  evasion. 
Then,  last  year,  Kwek  Hong  Png,  78, 
family  patriarch  and  empire  founder, 
was  arrested  on  charges  of  abetting  a 
relative  in  corrupt  land  transactions. 
A  hearing  is  set  for  August. 

This  caused  loss  of  face  and  of  net 
worth.  The  group's  City  Develop- 
ment stock  dropped  by  almost  25%; 
construction  of  the  63-story  Republic 
Plaza  office  tower  in  downtowri  Sin- 
gapore halted  before  it  had  even  be- 
gun; and  forget  much-wanted  banking 
licenses. 

It  hasn't,  however,  taken  the  family 
off  the  billionaire  list.  Combine  their 
cousins  the  Queks  in  neighboring  Ma- 
laysia (the  "Q"  was  misspelled  and 
stuck),  with  this  hard-nosed  Singa- 
pore family  that  made  its  money  on 
the  belief  that  land  "yielded  gold," 
and  you  get  at  least  $1.2  billion. 

Kwek  Hong  Png,  who  fled  China  in 


Kwek  Hong  Png 
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For  the  price  of  first  class 


American  Express'  Cardmembers  are  now 
offered  a  special  opportunity  for  a  limited 
time  only.  For  the  price  of  your  first  class 
roundtrip  ticket  to  Europe  you  con  experi- 
ence the  Air  France  Concorde  roundtrip* 


you  can  fly  a  class  above. 


will  arrive  the  very  same 
evening  in  Paris.  Your 
chauffeur-driven  Ifmousine 


Cartis 

*  'Air  France  Concorde  flights 

Offer  valid  when  ticket  is  purchased  with  the  American  Express  Card  for 


v/ill  whisk  you  into  the  city  and  take  you  back 
to  the  airport  for  your  return  or  connecting 
flight.  All  compliments  of  American  Express. 
Just  book  this  very  special  offer  at  least  24 
hours  in  advance  and  purchase  your  tickets 

•«L     .1  A- r- /~ I      F" 


information  call  your  travel  specialist  or  phone 

;.^yt2"^2l5"5^6o.THE  FINE  ART 
JSmO^  FLYING 

AIR  FRANCE 


available  daily  from  New  York  City. 

roundtrip  travel  originating  in  the  USA  from  6/1/90  to  8/31/90  on  Air  France. 


1928,  and  his  lawyer  son  Leng  Beng 
control  a  real  estate,  hotel  and  finance 
empire  from  Singapore.  From  Kuala 
Lumpur,  Quek  Leng  Chan,  the  47- 
year-old  barrister  from  London's  Mid- 
dle Temple  and  Hong  Png's  nephew, 
runs  a  separate,  fast-growing  group. 
Last  year  Quek's  35% -held  Dao  Heng 
Holdings  joined  the  Kuwait  Invest- 
ment Office  and  Taiwan's  Shi  Huang 
(which  see)  to  acquire  Hong  Kong's  big 
Hang  Lung  Bank. 

So  far  each  of  the  two  families  has 
stuck  to  its  own  turf.  But  Leng  Chan's 
1988  acquisition  of  First  Capital 
Corp.,  a  finance  company  in  Singa- 
pore, could  possibly  start  a  little  fam- 
ily competiton — or  cooperation,  per- 
haps?— Manjeet  Kripalani 


INDIA 


BIRLA  FAMILT 

"In  competition  we  thrive" 

Competition  doesn't  bother  us,"  in- 
sists Aditya  Birla,  the  46-year-old 
MIT  graduate  who  presides  over  the 
cream  of  the  Birla  companies.   "In 
competition  we  thrive." 
The  family  is  soon  to  be  put  to  the 


Kirk  FinjncLil  Timr 


Aditya  Birla 


test.  The  Birlas  have  been  longtime 
Congress  Party  supporters,  able  to  ob- 
tain near-monopoly  licenses  in  core 
industries.  But  the  climate  is  chang- 
ing. Although  Rajiv  Gandhi  is  out  of 
office,  many  of  his  reform  policies 
remain.  The  government  is  simplify- 
ing rules  and  easing  restrictions.  Up- 
start entrepreneurs  like  Abbey  Oswal 
of  Oswal-Agro,  an  agrochemicals  pro- 
ducer, have  recently  wowed  the  in- 
vesting public  with  big  capital  issues. 
The  Birlas,  too,  are  tapping  the  new 
public  markets.  Last  year  Aditya  Bir- 
la's  Indo  Gulf  Fertiliser  floated  a  $500 


million  issue,  twice  as  large  as  Os- 
wal's.  Both  were  fully  subscribed. 

The  Birlas  enter  the  new  era  from 
commanding  heights.  The  family's 
200-plus  companies  (nearly  60  of 
them  listed)  span  the  economy — alu- 
minum," shipping,  cotton,  autos, 
chemicals,  agro  industries,  paper, 
publishing.  Group  revenues  in  India 
are  at  least  $3  billion.  Aditya's  dozen 
companies  overseas,  mostly  chemi- 
cals and  textiles  in  Southeast  Asia, 
have  sales  of  $1.2  billion. 

Of  the  four  male  cousins  in -the 
current  generation,  Aditya  was  the 
favorite  of  his  grandfather,  group 
founder  G.D.  Birla.  After  G.D.'s 
death  in  1983,  the  business  was  di- 
vided and  Aditya  wound  up  manag- 
ing 45%.  Reports  of  serious  antago- 
nism inside  the  family  abound,  but 
when  cousin  Ashok  died  in  a  plane 
crash  earlier  this  year,  Aditya  took 
on  the  grooming  of  Ashok's  son  in 
business. — Manjeet  Kripalani 


AUSTRALIA 


KERRY  PACKER 

Keeping  in  touch 

It's  been  an  up-and-down  year  for 
Down  Under's  only  billionaire. 
Packer,  52,  was  partners  with  Jimmy 
Goldsmith  and  Jacob  Rothschild  in 
their  $14  billion  bid  for  B.A.T  Indus- 
tries. It  failed.  Back  home,  deflated 


millionaire  Alan  Bond  defaulted  on 
$155  million  in  preference  shares  held 
by  Packer,  who  had  sold  his  tv  sta- 
tions to  Bond  in  1987  for  $840  mil- 
lion. Packer  converted  his  shares  into 
a  majority  of  the  common  stock,  a 
stake  now  worth  some  $30  million, 
and  he  controls  his  stations  again. 

On  a  happier  note,  Livonia,  Mich.- 
based  Valassis  Inserts  (1990  estimated 
revenues,  $575  million),  one  of  the 
three  biggest  U.S.  coupon  distribu- 
tors, has  recovered.  Packer  bought  the 
profitable  company  for  an  estimated 
$400  million  in  1986;  price  wars  two 
years  later  had  flattened  sales  and  cur- 
tailed earnings. 

Packer  has  very  deep  pockets. 
Mostly  using  an  inherited  12.5% 
stake  in  Consolidated  Press  Holdings, 
which  publishes  70%  of  Australia's 
magazines,  he  took  the  company  pri- 
vate and  has  expanded  into  chemi- 
cals, natural  resources  (Muswellbrook 
Energy  &.  Minerals),  livestock  and 
cotton,  and  engineering.  In  1989  he 
bought  a  controlling  48%  of  conglom- 
erate Australian  National  Industries. 
The  company  has  since  reduced  debt 
by  about  80%,  and  Packer's  stock  is 
up  16%,  to  some  $350  million. 

A  hands-off  manager.  Packer  picks 
top  execs  carefully.  "If  you  got  a  bil- 
lion dollars,  why  do  you  want  to  come 
in  at  7  a.m.?"  says  one  insider,  adding: 
"He  might  be  on  a  polo  field  all  day, 
but  he  bloody  well  keeps  in  touch 
with  key  people."  Forbes  estimates 
he's  got  at  least  $1.5  billion  to  keep  in 
touch  about. — Katharine  Weisman 
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InThe  Pursuit 


South  Carolina's 

WoAForoeHas 

PlacedNo.  1 

'Rw^fears 

Running. 


total  Quality  Is  a 
process.. .our  most 
powerful  strategy  for 
winning  In  the  world 
marketplace" 
John  Marous 

Chairman  and 
Chief  Executive  Officer 
Westinghouse  Electric 
Corporation 


Mllllken  &  Company  oper- 
ates the  world's  largest 
textile  research  and  devel- 
opment facility  here. 


There  is  no  substitute  for  quality.  Customers  de- 
mand it.  And  South  Carolina's  workers  provide 
it  -  twice  winning  the 
Malcolm  Baldrige  National  Quality 
Award,  the  highest  honor  for  ex- 
cellence in  quality  management 
given  in  the  U.S. 

Realizing  that  future  business  de- 
pends on  excellent  performance, 
Westinghouse  Electric  Corpora- 
tion employees  at  the  Columbia 
plant  of  the  Commercial  Nuclear 
Fuel  Division  do  "the  right  things 
right  the  first  time."  The  results  - 
fuel  rods  that  perform  flawlessly 
99995  percent  of  the  time  -  iind 
the  first  year's  award  in  1988. 
Then,  last  year,  after  posting  a  42 
percent  boost  in  productivity  since  the  early  1980s, 
employees  at  South  Ciirolina's  Milliken  &.  (x)mpiiny 
proudly  lined  up  to  accept  this  distinguished  award. 
These  two  companies,  iind  others  like  them,  depend 
on  South  Carolina  to  provide  an  educated,  skilled 
work  force.  Recent  education  reforms  have  resulted 
in  a  gain  of  40  points  in  SAT  scores  and  an  increase 
of  350  percent  in  students  enrolled  in  advanced  place- 
ment courses  -  nearly  twice  the  national  average. 
These  successful  efforts  complement  our  stiitewide 
technical  education  system  which  guarantees  you  the 
most  advanced  tniining  for  ftiaire  employees,  no 
matter  where  you  locate  in  South  (^iirolina. 
If  quality  is  your  No.  1  priority,  the  people  of 
South  (Carolina  stand  ready  to  work  for  you, 
too.  For  more  information  and  a  copy  of  the 
South  Carolina  Location  Package  contact: 
Wayne  L.  Sterling,  C.I.D.,  Director,  South  Caro- 
lina State  Development  Board,  PO.  Box  927,  Suite 
9013,  Columbia,  SC  29202.  Phone  (803)737-0887, 
or  FAX,  (803)737-0418. 


Gains  in 
Enrollment  in 
advanced 
placenteni 


m      courses 


South 
Carolina 


I 
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He  helped  capture  and  convict 
70  car  thieves  and  save  over  200 
cars  from  "chop  shops."  It  was  one 
of  many  sting  actions  Continental 
has  co-sponsored  to  fight  a  crime 
that  costs  consumers  and  insurers 
billions  of  dollars  a  year 

Chris  Scaturo, 
our  director  of 
security  and 
a  former  FBI 
special  agent, 
conceived  the 
operation. 
Undercover 
local  New 
Jersey  police  baited  the  thieves 
into  selling  their  "hot"  cars—and 
identilying  thiMnselves.  Later  the 
police  hired  them  {)stensil)ly  to 
drive  the  stolen  cars  to  a  nearby 
|X)rt.The  thieves  boarded 
trucks,  thinking  they  were  being 
taken  to  a  car-storage  facility 
Sur|)rise!They  went  to  a  jail 
instead,  and  were  corivicted  on 
videotaped  evidence. 

Continental  has  a  lot  of  dedi- 
cated people  like  Chris    they've 
helped  make  us  a  leading 
|)ro[)erty/casualty  insurerThey 
are  a  major  reason  why  we're  a 
strong,  solid  company... why 
for  over  135  years,  we've  met  our 
obligations. To  our  customers, 
employees,  distributors  and 
shareholders. 


OUR  CHRIS  SCATURO  MAY  BE  THE  REASON  YOUR  CAR 
DOESN'T  GET  STOLEN  TONIGHT. 


"^  Insi 


^■FrContinental 
Insurance. 


There  when  it  counts. 


JAPAN 
INDUSTRY 


HIROSHI  tahauchi 

The  billionaire  behind  Nintendo 

Lurking  inside  the  Kyoto  head- 
quarters of  $1.6  bilUon  (sales) 
Nintendo  Co.  Ltd.  is  master  games- 
man  Hiroshi  Yamauchi,  who  has  cap- 
tured 90%  of  the  U.S.'  videogame 
market  and  85%  of  Japan's.  Exports 
are  now  around  70%  of  sales. 

Nintendo  was  started  by  Yamau- 
chi's  great-grandfather  in  1889  as  a 
manufacturer  of  Japanese  playing 
cards  known  as  hanafuda.  Hiroshi 
took  over  in  1949,  at  age  22.  In  the 


Hiroshi  Yamauchi 


early  1970s  he  pioneered  electronic 
toys  in  Japan.  Just  as  the  Atari  genera- 
tion of  videogames  was  starting  to 
collapse  in  1983,  Yamauchi  intro- 
duced his  now  familiar,  far  superior 
Nintendo  games.  The  rest  is  history. 
The  company's  stock  rocketed.  Hiro- 
shi's  11.4%  stake  was  recently  worth 
$2  billion. 

Yamauchi,  now  63,  talked  to 
Forbes  but  spoke  mostly  in  general- 
ities. "The  software  must  be  interest- 
ing," he  said.  Thanks,  Hiroshi.  But 
underlying  his  success  is  a  carefully 
thought  out  system  of  tight  controls 


to  minimize  the  risks  of  being  sand- 
bagged by  the  fickle  whims  of  video- 
game fans.  All  games,  even  if  designed 
abroad,  are  manufactured  within  20 
minutes  of  headquarters,  where  pro- 
duction can  be  watched  and  secrets 
kept.  Favorite  industry  lore  tells  of 
Nintendo  engineers  gettmg  locked  in 
at  night  behind  electronic  doors 
meant  to  keep  games  safe  from  prying 
eyes.  Yamauchi  rarely  visits  the  U.S., 
but  son-in-law  Minoru  Arakawa 
keeps  close  tabs  from  Seattle.  "They 
have  very  good  expense  control,"  says 
S.G.  Warburg's  Chuck  Goto. 

The  most  important  control  of  all  is 
over  sales.  It  was  a  flood  of  cheap,  ill- 
designed  games  that  killed  the  first 
videogame  boom  in  the  U.S.  Hence 
Nintendo's  proprietary  "lockout" 
chip  keeping  unauthorized  cartridges 
off  its  machines.  Industry  sources  say 
the  company  hypes  demand  by  limit- 
ing the  supply  of  some  games.  Yamau- 
chi: "We  can't  make  such  accurate 
predictions  of  what  will  sell." 

Nintendo's  sober  president  attrib- 
utes his  success  to  luck,  not  acumen. 
His  daughter  recalls  hearing  him  talk 
about  the  company's  less  glorious 
past  when  she  was  growing  up.  But 
Yamauchi  is  looking  ahead.  Nintendo 
will  start  selling  a  16-bit  game  ma- 
chine in  Japan  in  November  (competi- 
tors already  offer  them;  the  familiar 
Nintendo  is  a  much  simpler  8-bit 
computer).  The  16-bit  games  will 
come  to  the  U.S.  when  sales  of  the 
older  games  start  to  slow.  Yamauchi 
is  also  pushing  into  Europe  with 
"Game  Boy,"  a  portable  model  al- 
ready familiar  to  American  parents. 

Beyond  that  lies  the  adult  market. 
Nintendo  started  selling  home  bank- 
ing, stock  brokerage  and  home  shop- 
ping services  in  Japan — using  the  fa- 
miliar Nintendo  game  machine  as  a 
home  terminal.  A  similar  U.S.  sys- 
tem is  being  discussed  with  atSit 
and  Fidelity  Investment  Services  of 
Boston.  If  this  catches  fire,  mom  and 
dad  may  be  making  moves  in  the' 
game  of  Life  on  Junior's  set,  and 
Yamauchi  may  one  day  be  out  of  the 
toy  business. — Gale  Eisenstodt 


SAITO  FAMILY 

Paper  billionaire 

Ryoei  Saito  knocked  the  art 
world  on  its  ear  in  May  by  bid- 
ding over  $160  million  for  van  Gogh's 
"Portrait  of  Dr.  Cachet"  and  Renoir's 
"Au  Moulin  de  la  Galette."  He's  a 
plunger  in  business,  too.  The  74-year- 
old  paper  magnate's  family  dominates 
Daishowa  Paper  Manufacturing  Co. 
Founded  by  his  father,  Daishowa  is 
Japan's  second-largest  paper  manufac- 
turer (after  longtime  rival  Oji  Paper) 


AI'MnkUoiM 


Rvoei  Saito 


and  its  most  aggressive  acquirer  of 
paper  and  pulp  manufacturing  facili- 
ties in  the  U.S.  and  in  Canada. 

Binge  buying  got  the  company  in 
trouble  in  the  past  and  may  be  doing  it 
again.  In  1981  a  rash  of  investments 
burdened  the  company  with  debt.  Its 
main  creditor,  Sumitomo  Bank,  took 
control.  To  repay  loans  Saito  was 
forced  to  sell  off  much  of  his  art  col- 
lection, golf  courses  and  other  trea- 
sured assets. 

In  1983  Saito  severed  ties  with  Su- 
mitomo and  in  1985  fired  a  brother, 
Kikuzo,  who  reportedly  had  sided 
with  the  bank.  At  the  time,  Kikuzo 
told  the  Japanese  press  that  Ryoei  bor- 
rowed large  sums  of  money  from  pub- 
licly held  Daishowa  to  fund  personal 
purchases.  The  company  declines  to 
comment. 

Now,  Daishowa's  balance  sheet  is 
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starting  to  look  messy  again.  The 
company's  recent  rash  of  acquisitions 
abroad  and  heavy  capital  investments 
at  home  are  loading  on  fresh  debt; 
debt  now  comes  to  about  $2.5  billion, 
a  67%  increase  in  two  years.  Last  year 
the  company  earned  $54  million  on 
revenues  of  $2.4  billion.  Meanwhile, 
the  Japanese  paper  industry  is  suffer- 
ing from  overcapacity  and  higher  raw 
materials  costs,  so  any  benefits  will 
be  long  term.  And  unlike  most  public- 
ly traded  Japanese  companies,  Dai- 
showa  no  longer  has  a  main  bank  to 
see  it  through  hard  times. 

The  Saitos  control  around  20%  of 
Daishowa,  with  other  assets  worth 
about  $1  billion.  Ryoei  is  honorary 
chairman,  a  brother  is  chairman 
and  his  eldest  son  is  president.  Sev- 
en family  members  sit  on  the 
board. — Gale  Eisenstodt 


AKIO  MORITA 

The  acquirer  who  can  say  "yes" 

Sony,  the  famous  consumer  elec- 
tronics company  Morita  cofound- 
ed  and  still  leads  as  chairman,  raised  a 
storm  in  America  last  fall  when  it 
bought  Columbia  Pictures  for  over 
$3  billion — the  largest-ever  Japanese 
takeover  in  America — after  buying 
CBS  Records  for  $2  billion  in  1987. 

Then  Morita  was  all  over  the  head- 
lines again,  accused  of  "America- 
bashing"  as  coauthor  of  a  controver- 
sial book.  The  Japan  That  Can  Say  "No. " 
The  book,  still  a  bestseller,  was  in- 
tended solely  for  circulation  in  Japan, 
and  became  a  serious  embarrassment 
for  cosmopolitan  Morita. 

The  CBS  and  Columbia  acquisitions 
will  transform  Sony.  The  consumer 
electronics  industry  in  the  U.S.  and 
Japan  is  maturing.  But  demand  for  the 
"software" — the  sounds  and  images 


Dennis  Bud  ora%  Pitiurc  c.nn 


the  hardware  will  reproduce — is  ex- 
pected to  grow  at  15%  a  year.  Morita 
has  big  plans  for  Sony's  new  videocas- 
sette  players  and  high-definition  tele- 
vision sets.  But  his  plans  for  the  enter- 
tainment software  are  even  more  am- 
bitious: Already  the  latter,  according 
to  Japan's  Daiwa  Research,  accounts 
for  about  25%  of  Sony's  total  sales. 
The  Tokyo  market  likes  this,  and  val- 
ues "maturing"  Sony  high  enough  to 
make  the  Morita  family  worth  $1.1 
billion. — Nobuko  Hashimoto 


MASATOSHI ITO 

Japan  rescuing  America 

W'  hen  Ito-Yokado,  the  Japanese  re- 
tail giant,  was  first  getting  into 
the  convenience  store  business,  its 
mentor  was  Dallas-based  Southland 
Corp.,  operator  of  the  familiar  7-Elev- 
en  chain.  Now  Southland  is  looking 
to  Ito-Yokado  to  bail  it  out  of  an  over- 
leveraged  buyout  whose  junk  bonds 


in  the  home  market.  In  Japan,  it  can 
take  several  years  to  do  proper  market 
research.  Ito-Yokado  staffers  spend  at 
least  a  year  getting  to  know  the  needs 
of  local  people,  even  living  in  the  area, 
before  opening  a  new  store.  The  group 
runs  138  Ito-Yokado  supermarkets, 
4,012  7-Elevens  (58  in  Hawaii)  and  the 
Denny's  Japan  restaurant  chain.  It  re- 
ported a  $390  million  profit  in  the  last 
fiscal  year.  The  stock  held  by  Ito  and 
family  is  worth  about  $1.9  billion. 
Any  American  coming  in  better  sup- 
pose these  Japanese  know  what 
they're  doing. — Hiroko  Asami 


TAKENAKA  FAMILY 

Your  grandchildren's  home? 

TIhe  Takenakas,  leading  builders  in 
Japan  since  the  17th  century,  have 
a  modest  little  plan  to  relieve  Tokyo's 
overcrowding  and  brutal  commutes:  a 
single,  giant  building  that  could 
house  135,000  tenants. 


Masatosbi  Ito 


Akio  Morita 


are  in  default. 

It  looks  like  just  another  Japanese 
conquest  in  America.  But  it's  also  part 
of  a  trend  to  globalization  in  retailing. 
If  Ito-Yokado  does  capture  Southland, 
it  will  pick  up  more  than  the  6,918 
U.S.  and  Canadian  stores:  Southland's 
worldwide  chain  reaches  to  Hong 
Kong,  Taiwan,  Australia  and  Europe. 
Ito-Yokado  comes  into  the  U.S.,  com- 
panies like  Toys  "R"  Us  try  to  get  into 
Japan.  But  they  will  have  to  bull  their 
way  past  Japan's  notorious  Large- 
Scale  Retail  Store  Law. 

At  66,  Masatosbi  Ito  has  proven 
himself  a  brilliant  if  cautious  retailer 


"Sky  City  1000"  would  be  an  entire 
city-size  community  in  a  structure 
3,300  feet  high.  The  mammoth  struc- 
ture and  surrounding  grounds  would 
hold  office  space,  housing,  banks, 
schools,  theaters,  parks  and  hospitals. 
High-speed  elevators  and  a  monorail 
would  carry  people  up  and  down  or 
about  the  building  within  minutes. 
Newly  designed  systems  would  sup- 
ply it  with  energy  and  water.  Take- 
naka  Corp.,  the  family  company,  esti- 
mates it  would  take  14  years  and  $31 
billion  to  build  one.  To  test  some  of 
its  science  fiction  ideas,  the  company 
is  putting  up   a  more  familiar-size 
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building  in  Chiba  this  fall. 

Meanwhile,  Japan's  premier  build- 
ers— they  built  famous  landmark  Na- 
goya  castle  centuries  ago — have  plen- 
ty to  keep  them  busy.  Abroad,  a  resort 
hotel  in  Kauai  island,  Hawaii  is  going 
up;  in  Japan,  a  37-story  tower  in  Osa- 
ka, and  a  newly  completed  buildmg  in 
Hiroshima.  All  of  which  are  expected 
to  generate  some  $60  million  to  $100 
million  in  yearly  rents.  Although  Ta- 
kenaka  Corp.  is  an  old-line  family 
company,     it     introduced     Western 


Toichi  Takenaka 


building  methods  in  Japan.  Its  47- 
year-old  President  Toichi  Takenaka 
got  his  M.B.A.  at  Michigan  State  Uni- 
versity, and  obviously,  some  new 
ideas.  Which  is  how  the  Takenaka 
family  comes  to  be  worth  an  estimat- 
ed $3.9  billion. — Nobuko  Hashimoto 


MURATA  FAMILY 

Cycle,  countercycle 

W'  ell  known  in  the  U.S.  market  for 
its  $500-and-under  fax  machines, 
Murata  Machinery  is  still  relatively 
obscure  at  home,  even  though  this 
old-line  textile  machine  maker  from 
Kyoto  began  making  facsimile  ma- 
chines in  1973.  It  was  the  idea  of 
President  Junichi  Murata,  now  54, 
who  wanted  a  product  with  a  different 
business  cycle. 

Today,  however,  Murata  is  encoun- 
tering severe  price-cutting  in  the  U.S. 
In  Japan  it  is  struggling  to  compete 
with  giants  like  Sharp,  Ricoh  and 
Canon,  which  are  also  producing  low- 
priced  faxes.  To  stay  competitive, 
manufacturers  have  to  upgrade  prod- 
ucts and  move  on  to  the  next  genera- 
tion— so-called  G4's  that  produce  a 
page  in  four  seconds  instead  of  a  min- 
ute, with  sharper  images,  and  on  plain 
rather  than  thermal  paper. 

Europe  still  remains  a  promising 
new  market,  and  faxes  are  owned  by 
only  about  2%    of  Japanese  house- 


lu>uchi  Murata 


holds,  where  retailers  say  they  hope 
one  day  to  make  a  fax  as  common- 
place as  a  phone.  But  it's  still  unclear 
what  survival  strategies  the  Murata 
family  will  adopt  in  faxes. 

Ironically,  Murata's  old  business, 
textile  machinery,  is  doing  well.  Alto- 
gether, private  Murata  earned  $82.6 
million  last  year,  up  from  $49.3  million 
the  year  before;  at  current  Japanese 
valuations,  it  is  worth  an  estimated 
$4.6  billion. — Nobuko  Hashimoto 


KANICHIRO  ISHIBASHI 

Indigestion 

Y'  ou  know  Bridgestone  is  worried:  It 
sent  Chairman  Teiji  Eguchi  to  Ak- 
ron, Ohio  in  January  for  an  indefinite 
stay  to  resolve  problems  there,  in- 
stead of  fielding  all   those  panicky 


late-night  phone  calls  to  Tokyo. 

When  Kanichiro  Ishibashi,  whose 
tamily  founded  Bridgestone  and  still 
holds  at  least  12%,  huddled  with 
top  Bridgestone  executives  to  discuss 
the  purchase  of  Firestone  Tire  &.  Rub- 
ber two  years  ago,  he  probably  never 
imagined  the  problems  that  were  in 
store.  Bridgestone's  1989  earnings  de- 
clined 76%,  to  $64  million  on  $11 
billion  in  revenues. 

The  big  reason:  Fixing  Firestone's 
inefficient  plants  is  turning  out  to  be 
very  expensive  and  time-consuming. 
General  Motors,  once  a  major  cus- 
tomer of  Firestone  but  not  famous  for 
its  love  of  things  Japanese,  drastically 
reduced  tire  orders.  Anyway,  the  U.S. 
tire  industry  is  suffering  from  overca- 
pacity and  price  wars.  Bridgestone  re- 
cently offered  early  retirement  to 
3,400  of  its  U.S.  workers.  Analysts  say 
plant  closings  are  a  possibility. 

The  company  predicts  profits  will 
rebound  to  $130  million  this  year. 
Japanese  investors  are  evidently  will- 
ing to  accept  this  very  optimistic 
view.  They  price  the  stock  only  a  hair 
below  where  it  was  last  year.  The 
Ishibashi  family's  stock  and  real  es- 
tate holdings  are  still  worth  over  $1 
billion — for  now. — Gale  Eisenstodt 


MURATAMA  FAMILT 

Why  the  newspapers  read  alike 

In  Japan,  government  and  business 
news  frequently  flows  through 
chummy  little  groups  called  kisha 
clubs — a  sort  of  organized  symbiosis 
between  the  reporter  and  the  institu- 
tion he  covers.  The  institution  sup- 
plies a  room  for  reporters  to  work  from 


Toshi  MaLsum<)«)/Svgnia 


Kanichiro  Ishibashi 
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Until  now,  you  had  to  choose  between 
jet  speed  and  turboprop  efficiency 

Until  A\^anti. 


Before  now,  the  distinc- 
tions between  turbine  air- 
craft were  as  inescapable  as 
the  laws  of  nature.  Jets  were 
fast  and  thirsty.  While  turbo- 
props  were  sedate  but,  by 
comparison,  only  sipped  at 
fuel. 

Today,  however,  there's 
an  alternative  that  provides 
the  best  of  both.  And  then 
some.  The  remarkable  new 
Piaggio  Avanti  P180. 

With  a  maximum  speed  of 
460  mph,  the  Avanti  is  faster 
than  some  business  jets.  Yet 
the  Avanti's  closest  jet  com- 
petitor burns  about  50% 
more  fuel.  Even  its  closest 
turboprop  competitor  burns 
around  30%  more  fuel. 

After  takeoff,  Avanti 


climbs  uninterrupted  to 
41,000  feet.  And  with  a  max- 
imum range  of  over  2,100 
statute  miles,  Avanti  can 
complete  most  corporate 
missions  without  a  refuel- 
ing stop. 

What's  more,  no  aircraft 
in  the  Avanti's  price  range 


provides  a  more  spacious 
cabin.  In  fact,  at  six  feet  wide 
and  five  feet  nine  inches 
high,  Avanti's  cabin  is  as 
large  as  those  found  in 
midsize  jets  costing  twice 
as  much. 

Best  of  all,  our  sister  com- 
pany AMR  COMBS  has  been 
certified  to  provide  full  ser- 
vice and  support  through 
their  multiple  Fixed  Base 
Operations  network.  So 
wherever  your  Avanti  takes 
you,  you're  never  far  from 
the  support  that  pilots  have 
ranked  best  in  the  nation  for 
16  consecutive  years. 

If  you  like  what  you've 
heard  until  now,  find  out 
more  about  the  Avanti  by 
caUing  1-800-727-0451. 


Or  write  AMR-Avanti  Sales, 
N.A.,  2120  Airport  Road, 
Mid-(x)ntinent  Airport, 
Wichita,  Kansas  6^209.  Out- 
side North  America,  write 
Rinaldo  Piaggio,  S.p.A., 
Via  Cibrario  N.  4,  16154, 
Genova,  Italia,  or  telephone 
39-10-60041. 


Fl«() 
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AIRCRAFT  SALES 


For  more  information  call; 


1-800-727-0451 


and  the  information  they  are  expected 
to  report.  Joumahsts  on  rival  papers 
share  the  material. 

The  bureaucrats,  politicians  or  busi- 
nessmen have  guaranteed  access  to 
joumalist-club  members  v^ho  develop 
a  certain  loyalty  to  their  sponsors. 
Thus,  the  Japanese  saying,  "Nobody's 
scoop  is  everybody's  happiness." 

The  record  oi  Ascihi  Shimhuyi,  Japan's 
second-largest  paper,  is,  to  be  sure,  a 
bit  better  than  most.  The  Recruit 
scandal  that  toppled  several  of  Japan's 
top  politicians  was  exposed  by  an 
Asahi  reporter.  But  most  of  A>4^//'/'s  re- 
porting is  rather  familiar  to  readers  of 
other  Japanese  newspapers. 

However  tame  the  Japanese  system 
by  American  standards,  it  surely 
doesn't  lack  for  profits.  A^ihi  does  well 
enough  to  keep  the  Murayama  family, 
with  its  45%  of  the  paper's  stock, 
worth  at  least  $1  billion. 

Michiko  Murayama  and  Junichi 
Ueno,  descendants  of  the  company's 
founders,  jointly  hold  the  position  of 
"owner,"  but  it  is  strictly  an  honorific 
title.  In  1963,  when  the  Murayamas 
refused  to  confirm  a  managing  direc- 
tor who  opposed  family  plans,  the  em- 
ployees pooled  their  stockholdings 
with  the  Uenos'.  The  Murayamas, 
these  days,  seem  to  have  learned  their 
place.  Alas,  so  have  Japan's  re- 
porters.— Gale  Eisenstodt 


KEIZO  SAJI  AND  FAMILY 

Now  they're  even  buying  our  water 

His  beer  may  be  flat,  but  Keizo  Sa- 
ji's  Japanese  whiskey  and  Ameri- 
can branch  water  are  going  gangbus- 
ters.  Last  year's  revision  of  the  Japa- 
nese Liquor  Tax  Act  looks  to  be  a 
bonanza  to  Suntory,  Japan's  biggest 
distiller,  of  which  the  Saji  clan  owns 
nearly  90%.  Taxes  on  the  premium 
liquors  that  make  up  50%  of  Sun- 
tory's  whiskey  sales  were  slashed. 
One  result:  Premium  sales  jumped 
30%  last  year. 

But  the  beer  business  has  apparent- 
ly leveled  off.  By  contrast,  its  nonalco- 
holic beverages  and  food  operations 
are  growing  well.  In  the  U.S.,  Suntory 
has  moved  aggressively  into  the  most 
nonalcoholic  beverage  of  all:  water. 
Saji  bought  New  Orleans-based  Kent- 
wood  Spring  Inc.,  in  1985.  All  told, 
Suntory  has  invested  over  $190  mil- 
lion to  acquire  seven  mineral  water 
companies.  Now  Suntory  Water 
Group  is  the  largest  bottled-water  en- 
terprise on  the  East  Coast  and  third  in 
the  nation,  with  a  6%  share  of  the 
U.S.  market. 
Having  added  branch  water  to  the 


Kcizo  Saji 


whiskey  and  beer,  and  taken  Suntory 
global,  Keizo  Saji  finally  handed  the 
presidency  to  nephew  Shinichiro  To- 
rii  in  March  and  kicked  himself  up- 
stairs to  chairman.  Torii,  52,  is  the 
son  of  the  eldest  son  of  Suntory's 
founder.  Where  will  the  inheritor  take 
the  company?  One  hint:  His  favorite 
drink  is  beer. — Hiroko  Asami 


SEIJI  TSUTSUMI 

Walk  abroad,  carry  a  good  image 

Seiji  Tsutsumi,  63,  continues  to  ex- 
pand his  foreign  holdings.  Last 
July  his  Saison  Group  bought  a  10% 
stake  in  Voyager  Travel  Holdings,  the 
company  that  controls  Virgin  Atlan- 
tic Airways.  The  tie-up,  revealed  only 


Seiji  Tsutsumi 


recently,  is  just  one  part  of  Tsutsu- 
mi's  vision  of  creating  a  global  travel 
services  network.  In  1988  he  bought 
the  big  Intercontinental  Hotels 
Corp.,  later  selling  40%  to  Scandina- 
vian Air. 

Back  home  he  seems  mainly  to  tin- 
ker with  the  100-plus-company  group 
he  has  built.  It  is  Tsutsumi's  vision 
that  unifies  the  group's  far-flung  ac- 
tivities. Day-to-day  operations  are 
generally  left  to  others,  even  at  the 
major  Seibu  Department  Store,  the 
first  company  in  his  business  empire. 

His  half-brother,  Yoshiaki  (ivhich 
see),  who  has  come  under  sharp  criti- 
cism in  the  Japanese  press,  could  learn 
a  lot  from  Seiji,  who's  carefully  culti- 
vated a  positive  public  image.  "He 
likes  to  be  known  as  a  poet  and  a 
novelist,"  says  an  acquaintance.  Seiji 
is  a  patron  of  the  arts  both  in  Japan 
and  overseas.  He  also  likes  to  convey 
the  impression  he's  a  democratic 
manager. 

But  it's  unlikely  Yoshiaki  will  call 
on  Seiji  for  advice.  Their  father  left 
the  bulk  of  his  wealth  to  Yoshiaki,  the 
son  of  a  mistress.  Little  beyond  the 
Seibu  Department  Store  went  to  Seiji, 
the  legitimate  son.  The  half-brothers 
are  said  to  have  been  feuding  for 
years. — Gale  Eisenstodt 


MATSUSHITA  FAMILY 

A  family  affair 

W'  hen  the  founder  of  Matsushita 
Electric  Industrial,  Konosuke 
Matsushita,  died  in  April  of  last  year 
at  the  age  of  94,  he  left  behind  one  of 
the  largest  visible  estates  in  recent 
Japanese  history:  $1.6  billion  exposed 
to  the  taxman,  four  times  the  previ- 
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We've  got  one  in  your  size. 


A  coast-to-coast  inventory. 

CENTURY  21^^  professionals  have  access 
to  properties  in  all  shapes  and  sizes,  as 
members  of  one  of  the  country's  largest 
Commercial-Investment  organizations. 
A  world-renowned  tradition  of  service. 
When  you  work  with  a  CENTURY  21  Com- 
mercial-Investment Professional,  you 


deal  with  someone  associated  with  an 
organization  you  can  count  on. 
One  size  doesn't  fit  all. 

Whatever  your  comfort  zone,  your 
CENTURY  21  professional's  expertise  is 
dedicated  to  helping  you  find  the  kind  of 
opportunity  that  makes  sense  for  you. 
After  all,  finding  a  good  investment  is 


one  thing,  but  finding  one  that  fits  can 
make  all  the  difference. 


Onjug^ 


21 


The  Commercial-lnvestmenI  Professionals 


©1990  Century  21  Real  Estate  Corporation  as  tmstee  lor  ttie  NAF  "^and™— trademarlis  of  Centuiv  21  Real  Estate  Corporation  Equal  Housing  Opportunity  ts>   EACH  OFFICE  IS  INDEPENDENTLY  OWNEp  AND  OPERATED. 


A  car  traveling  60  miles  per  hour 
covers  88  feet  per  second,  almost  a 
third  of  the  length  of  a  football  field. 

The  driver  of  that  car  is  only  two  feet— 
barely  two-hundredths  of  a  second— 
from  solid  glass.  Glass  that  abruptly 
stops  moving  in  a  head-on  collision— 
although  the  driver  does  not. 

On  the  open  road,  action  and  reaction 
are  virtually  simultaneous,  and  the  line 
between  life  and  death  is  calibrated  in 

In  a  head-on  collision,  speed  is  of  the  essence,  f^^^^'^^^  ^^  ^  ^^^0^^ 

Something  needs  to  come  between 
the  driver  and  the  windshield.  Some- 
thing that  can  get  there  fast. 

At  the  moment  of  impact,  sensors  in 
the  bumper  and  engine  compartment 
signal  an  initiator  developed  by  ICI. 

Triggered  by  the  initiator— just  three- 
thousandths  of  a  second  after  the  initial 
impact— a  mixture  of  propellant  gases 
expands  instantaneously  fully  inflating 
a  protective  air  bag.  The  bag  remains 
inflated  for  two  crucial  seconds,  then 
it  collapses  again  to  restore  visibility 

As  a  consequence  of  this  technology 
thousands  of  lives  may  be  saved  a  year 

Automotive  safety  is  only  one  of  the 
areas  in  which  ICI  is  finding  solutions. 

Through  biotechnological  research 
on  crops,  we're  striving  to  end  world 
hunger  And  our  health  care  products 
are  making  life  better  for  millions. 

Some  developments,  such  as  our  new 
"ozone-friendly"  fluorocarbons,  may  take 
years  before  iUey  make  a  difference. 

And  some  will  make  a  difference  in 
a  considerably  shorter  period  of  time. 


World  Problems  World  Solutions 


World  Class 
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ous  record.  Nearly  all  was  stock  in 
Matsushita  Group  companies. 

Almost  half  went  to  his  98-year-old 
widow,  Mumeno.  The  rest  was  divid- 
ed among  his  daughter,  Sachiko,  who 
got  $290  million;  her  husband,  Masa- 
haru,  who  is  also  chairman  of  Matsu- 
shita Electric  Industrial,  $290  mil- 
lion; and  four  other  children,  appar- 
ently by  mistresses,  who  shared  a 
total  of  $210  million.  Mumeno,  as  a 
spouse,  was  exempted  from  inheri- 
tance tax,  while  the  others  paid  a  tax 
of  up  to  70%.  Even  so,  the  net  visible 
inheritance  totals  some  $1  billion. 

Meanwhile  the  group  continues  to 
do  well,  particularly  in  communica- 
tions and  industrial  equipment — 
earnings  were  up  10%  in  the  year  end- 
ed March    1990.   Besides   Chairman 


Konosuke  Matsushita 


Masaharu,  another  member  of  the 
family  has  been  moving  up  the  corpo- 
rate ladder,  the  founder's  grandson 
Masayuki.  At  44,  Masayuki  is  a  man- 
aging director  and  former  head  of  the 
public  relations  department.  Ma- 
sayuki recalls  his  grandfather  as  "a 
very  good  listener,  never  preachy," 
who,  though  very  busy,  made  time  to 
listen  to  Masayuki's  campus  friends 
when  they  stopped  by.  It  is  too  early 
to  know  how  much  the  student  may 
have  learned. — Nobuko  Hashimoto 


KENKICHI  NAKAJIMA 

Psst — hot  stock? 

I'd  say  at  least  100  pachinko  parlor 
owners  are  now  considering  mak- 
ing a  public  offering,"  says  Kenkichi 
Nakajima,  70,  founder  and  president 
of  Heiwa,  Japan's  largest  maker  of  pa- 
chinko machines.  Small  wonder. 
Since  Heiwa  went  on  Tokyo's  over- 
the-counter  market  in  1988,  it  has 
climbed  to  a  price/earnings  multiple 
of  156,  making  the  Nakajima  family's 
86%  stake  worth  $8.4  bilhon. 

Pachinko,  a  game  similar  to  pinball, 
is  big  business  in  Japan:  Some  15,000 


Ketikichi  Sakajima 


Robcn  Vl'.illiVl  B  Piclurc-s 


parlors  with  nearly  4  million  ma- 
chines take  in  $95  billion  a  year  in 
receipts,  Heiwa  has  about  30%  of  the 
machine  market  and  employs  90 
game  developers. 

But  pachinko  parlors  aren't  just 
good,  clean  fun.  Prizes  handed  out  at 
parlors,  typically  cigarettes,  toys  or 
other  trinkets,  can  be  exchanged  for 
cash  at  nearby  storefronts.  Besides  the 
gambling  stigma,  some  parlors  report- 
edly make  political  contributions, 
evade  taxes  and  may  have  ties  with 
Japan's  criminal  underworld. 

Nakajima  is  a  Mr.  Clean.  He  says  he 
shuns  political  contributions  and  sup- 
ports a  system  that  would  make  tax 
evasion  less  likely,  ntt,  Mitsubishi 
and  others  have  formed  a  company  to 
introduce  prepaid  magnetic  cards  to 
use  instead  of  cash  for  the  steel  balls 
one  buys  to  play  the  game.  That 
would  help  police  pachinko  parlors. 

"Credit  cards  and  telephone  cards 
are  now  popular  in  Japan,  and  pachin- 
ko should  not  be  left  behind  in  joining 
this  trend,"  says  Nakajima  of  the 
idea. — Gale  Eisenstodt 


HISASHI ISHII 

Do  as  he  says?  Or  as  he  does? 

TIachibana  Securities,  the  well- 
known  brokerage  house  Ishii 
founded,  has  a  reputation  among  bro- 
kers for  strong  research.  So  Ishii  made 
headlines  recently  when  he  issued  a 
scary  forecast  of  Japan's  next  decade: 
Land  prices  will  fall  to  a  third  or  a 
tenth  of  their  present  levels  and  the 
nation's  gnp  will  collapse  along  with 
the  land.  The  main  reason?  The  birth 
rate  has  fallen  drastically.  The  com- 


ing severe  labor  shortage  will  raise 
wage  levels,  making  Japanese  compa- 
nies less  competitive.  Moreover, 
higher-paid  people  will  work  less  and 
spend  more,  thus  lowering  the  sav- 
ings rate  and  productivity  that  have 
supported  Japan's  high  growth. 

Yet  this  spring,  while  Ishii  was  talk- 
ing stocks  down,  he  wasn't  taking  his 
own  advice.  He  issued  new  stock  pri- 
vately to  expand  still  private  Tachi- 
bana.  He  also  upgraded  it  to  a  so- 
called  sogoshoketi,  which  means  it  can 
underwrite  securities  like  the  bigger 


Ilisc/shi  Ishii 


houses.  To  qualify,  he  had  to  reduce 
the  Ishii  family  interest  from  81%  to 
under  50% .  He  now  holds  some  49% 
of  the  firm,  a  stake  worth  an  estimat- 
ed $1.5  billion,  down  from  $2.6  billion 
last  year.  At  67  Ishii  has  made  a  siz- 
able bet  with  his  family's  net  worth 
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REDUCE  THE  FEDE 
DEFICIT  OVERNIGHT 


rron  Nevv  York  to  Eurcoe  aione.  there  are  39  places 
we  ship  overnight.  And  Federa.  Express  takes  days. 
In  fact,  .ve're  faster  than  Federal  to  127  countries. 
And  '.ve  go  to  more  countries  around  the  world  than 
Federa,  Express  or  UPS.  A, most  190,  at  last  count. 

:TiS  some  deficits  are  easier  to  reduce  than  others. 
,w,  ,  ,irned'atepickuD,d'a!l-800-CALL-DHL.Ordrop 
off  your  pacr<age  at  any  participating  Mail  Boxes  Etc. 


~  ;=■".  =     ;:  -g  ;-:-e  137  ccLr:r  es  vifeser<e.  Transit  times  m  eays 
/ViA]L  BOXES  ETC.  -...v  .-t: a  34. ^-cc-CCf-rers 
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FASTER  TO  MORE  OF  THE  WORLD 


that  Japan  will  continue  to  be  a  big, 
profitable  market  for  newly  under- 
written securities.  Do  as  he  says?  Or 
as  he  does? — Nobuko  Hashimoto 


SHIGEKUNI  KAWAMURA 

The  easy  way  to  buy  companies 

W'  hile  many  cash-rich  Japanese 
companies  are  just  discovering 
the  benefits  of  m6la.,  Shigekuni,  61, 
who  heads  Dainippon  Ink  &  Chemi- 
cals, is  an  old  hand.  Since  1975  the 
brash  Kawamura  has  spent  about  $1.3 
billion,  acquiring  27  foreign  compa- 
nies in  Dainippon's  main  businesses 
of  printing  ink  and  resins.  Major  U.S. 
purchases  have  been  Kohl  and  Mad- 
den Printing  Ink  Corp.,  the  graphic  art 
division  of  Sun  Chemical  and  Reich- 
hold  Chemicals. 

In  the  past  two  years  he's  picked  up 
the  pace,  purchasing  eight  more  ink 
suppliers,  including  o&R  of  Holland 
and  Prisma  of  Spain,  and  seven  resin 
companies. 

Kawamura  thinks  takeovers  are 
easy:  "I  have  a  long-term  strategy  and 
entrust  management  to  the  locals. 
That's  why  our  acquisitions  are  wel- 
comed by  them,"  he  says. 

Bom  in  China  and  raised  in  Califor- 
nia, Kawamura  has  always  had  an  in- 
ternational outlook.  Near  term,  he 
plans  to  acquire  more  resin  compa- 
nies in  Europe — to  be  ready  for  1992. 

Shigekuni  has  another  side:  In  May 
the  Kawamura  Memorial  Museum  of 
Art  opened  in  Sakura,  with  more  than 
800  Impressionist,  modem  and  Japa- 
nese artworks  from  three  generations 


of  collecting  by  the  Kawamura  fam- 
ily. This  pays  off,  too.  Including  some 
$130  million  of  art,  17%  of  Die,  and 
some  real  estate  holdings  in  Tokyo, 
the  Kawamuras  are  worth  at  least  $1.2 
billion. — Hiroko  Katayama 


RTOICHI  JINNAI 

Exploring  overseas 

Promise,  the  company  Ryoichi  Jin- 
nai  founded,  is  the  third-largest 
Japanese  consumer  finance  company. 
Like  other  finance  companies,  it  has 
an  image  problem.  On  Japanese  tv 
you  can  still  see  a  drama  of  a  hapless 
debtor  owing  money  to  a  sarakin,  or 
money  lender,  at  over  100%  interest 
and  unable  to  pay. 

This  IS  TV,  of  course,  and  it  is  a  story 
of  the  past.  Ever  since  the  government 
cracked  down  in  the  early  1980s,  con- 
sumer finance  companies  have  been 
cleaning  up  their  acts.  Promise's  top 
rate  is  now  29.2%,  the  same  as  Take- 
fuji's  and  Acom's  (^ec  Takei:  Kinosbiki). 

In  part  to  get  away  from  what  a 
spokesman  calls  the  "loan-shark 
image,"  Promise  is  dabbling  in  such 
new  businesses  as  video  rentals  and 
coffee  shops,  and  exploring  opportuni- 
ties overseas.  It  is  building  a  golf 
course  in  Paris  and  recently  took  a 
stake  in  a  Florida  hotel. 

Jinnai  would  like  to  take  the  com- 
pany public.  He  could  get  access  to 
lower-cost  financing  to  help  Promise 
compete  against  the  banks  and  the 
installment  credit  companies  that 
have  gotten  into  the  business.  Jinnai 
recently  sold  some  shares  to  its  main 


creditors,  including  the  Long-Term 
Credit  Bank  and  Sumitomo  Tmst  &. 
Banking  Co.  But  balance  sheets  are 
sometimes  a  bit  easier  to  spruce  up 
than  images. — Gale  Eisenstodt 


TASUO  TAKEI 

Image  enhancement 

W'  hen  Yasuo  Takei  was  looking  for 
a  new  president  for  Takefuji,  the 
$4  billion  (assets)  consumer-finance 
company  he  founded,  he  called  on  his 
friend,  the  distinguished  chairman  of 
Nomura  Securities.  The  chairman 
sent  over  a  veteran  manager  of  No- 
mura's overseas  division  and  former 


Yasuo  Takei 


Shigekuni  Kawamura 


chairman  of  Nomura  Finance. 

Takei  is  polishing  Takefuji's  image. 
It  must  still  cope  with  popular  memo- 
ries of  the  days  when  consumer  fi- 
nance companies,  formerly  known  as 
sarakin,  legally  charged  interest  rates 
over  100% .  Outsiders  with  strong  cre- 
dentials can  help  boost  his  company's 
reputation.  Another  big  plus:.  The 
new  Nomura  man  has  international 
experience  and  background  in  deve- 
loping new  businesses. 

Competition  in  Japan's  consumer 
finance  industry  continues  to  heat 
up,  as  Japan's  commercial  banks  step 
up  their  consumer  lending.  Install- 
ment credit  companies  (sbinpan)  are 
also  tough  rivals.  Takei,  too,  has  cut 
his  maximum  rate,  from  32.85%  last 
year.  And  the  company  is  introducing 
"specials,"  such  as  "marriage  loans" 
at  17.5%,  for  Japanese  lovers  unable 
to  come  up  with  the  heaps  of  cash 
required  to  stage  a  proper  wedding. 
That,  too,  is  meant  to  help  the  im- 
age.— Gale  Eisenstodt 


KINOSHITA  FAMILY 

Borrow  low,  lend  high 

Money  lending  has  always  been 
lucrative.  Particularly  when  the 
loans  can  be  financed  with  low-cost 
funds  from  a  big  bank.  That's  one  big 
reason  $2.8  billion  (assets)  Acom  Co., 
Ltd.,  Japan's  second-largest  consumer 
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finance  company,  got  to  where  it  is. 
Back  in  the  1960s,  Masao  Kinoshita 
saw  the  potential  in  lending  money 
when  he  owned  a  small  chain  of 
pawnshops.  He  started  the  first  major 
sarakin — a  company  lending  money  to 
consumers  who  lacked  bank-quality 
collateral. 

Kinoshita  developed  a  tight  rela- 
tionship with  Mitsubishi  Trust  at  a 
time  when  Japan's  big  banks  normally 
didn't  associate  with  sarakin.  A  1978 
story  revealing  the  Mitsubishi  con- 
nection created  a  major  sensation. 
The  government  started  to  crack 
down  on  the  business. 

"We  realized  we  had  to  change  the 
way  we  were  doing  business,"  recalls 
Yoshiki  Okada,  a  director.  The  com- 
pany opened  an  office  in  Switzerland 
to  obtain  low-cost  financing.  So  the 
Kinoshitas  began  diversifying  into 
such  businesses  as  furniture  rental, 
and  are  looking  at  real  estate  overseas. 
Masao's  son,  Kyosuke,  50,  is  now 
president  of  the  company. 

Acorn  still  does  much  of  its  borrow- 
ing from  Mitsubishi  Trust.  Under  the 
government's  watchful  eye,  the  com- 
pany's top  lending  rate  is  now  down. 
But  business  is  good  enough  to  make 
the  Kinoshita  family's  58%  interest 
in  Acom  worth  an  estimated  $1.3 
billion. — Gale  Eisenstodt 


TERAMACHI  FAMILY 

How  to  channel  frustration 

,^_A  Another  new  face  among  the 
billionaires,  Hiroshi  Terama- 
chi,  at  66  president  of  $430  million 
(sales)  THK  Co.,  Ltd.,  is  a  success  story 
twice  over.  His  company  went  public 
on  Japan's  o-t-c  market  last  Novem- 
ber. At  current  prices  the  Teramachi 
clan's  shares  are  worth  around  $1.2 
billion. 

This  is  Teramachi's  second  success. 
In  1963  he  took  public  Nippon 
Thompson,  a  company  he  started  in 
the  1950s  to  produce  a  product  he 
invented:  the  needle  roller  bearing, 
which  could  rotate  at  much  higher 
speeds  than  existing  products.  Then 
the  young  entrepreneur  blew  it.  In 

1969  he  tried  to  help  an  employee 
recover  losses  in  the  commodities 
market  by  using  Nippon  Thompson 
money  to  speculate  in  soybeans  and 
silk.  Outside  stockholders  forced  him 
to  sell  his  shareholdings  and  other 
personal  assets  to  repay  the  losses.  In 

1970  he  resigned. 

"I  channeled  all  my  frustration  into 
building  a  new  company,"  he  told 
Forbes.  In  1971  he  started  what  is 
now  THK. 


Iliroslji  Teramachi 


Teramachi,  who  has  around  400 
patents  to  his  name,  based  thk  on 
another  new  bearing  he  designed — the 
linear  motion  guide,  now  widely  used 
in  industrial  robots  and  semiconduc- 
tor chip  production.  Japan's  conserva- 
tive machine  tool  makers  were  leery. 
So  Teramachi  knocked  on  U.S.  doors. 
He  used  his  success  in  the  U.S.  to  win 
customers  back  home. 

Over  the  past  four  years  the  com- 
pany's sales  have  more  than  doubled, 
to  $430  million,  and  profits  have  more 
than  tripled,  to  $60  million.  Terama- 
chi's THK  now  has  over  70%  of  the 
business.  Exports  are  currently  only 
10%  of  sales  but  thk  is  starting  to 
push  overseas  again. 

Teramachi  still  plays  the  market, 
but  now  focuses  on  shares  of  other 
bearing  companies.  Teramachi  says 
he  wants  to  establish  "order" — bear- 
ings companies  compete  too  much  on 
price,  he  says.  But  industry  insiders 
still  recall  his  freewheeling  past  and 
they  suspect  that  he  is  really  an  op- 
portunist who  just  wants  to  make 
money. — Gale  Eisenstodt 


MASAHITO  OTSUKA  AND 
FAMILY 

Make  a  luxury  seem  a  necessity 

Fl  ounder  Masahito  Otsuka,  73,  may 
be  retired  these  days,  but  his  sons 
sure  aren't.  Akihiko,  52,  has  been  run- 
ning things  for  a  decade,  and  has  ex- 
panded the  huge  (1989  sales:  $1.9  bil- 
lion) Otsuka  Pharmaceutical  by  push- 
ing nutrition  products  on  the  health- 
conscious  Japanese. 

Alongside  a  stream  of  the  ethical 
and  over-the-counter  drugs  the  group 
was  founded  on,  the  Otsukas  last  year 
sold  more  than  1  billion  bottles  of 
Oronamin-C,  a  carbonated  nutrition- 


al drink  containing  vitamin  C  and 
amino  acids.  That's  worth  about  $660 
million  at  retail.  Their  bestseller — 1.1 
billion  cans  last  year — is  Pocari,  a  Ga- 
torade-style  drink  for  athletic  types 
that  resupplies  body  salts  lost  through 
sweat.  Its  retail  sales  reached  $860 
million  last  year. 

Recently  they  started  selling  New 
Calorie  Mate,  whose  ads  claim  two 
cans  a  day  supply  all  needed  vitamins. 
At  wholesale,  such  items  fetched 
55%  of  Otsuka's  sales  last  year. 

In  the  beginning,  old  Masahito  bet 
the  farm  on  mass-producing  inject- 
able drugs  suitable  for  the  injured  and 


Masahito  Otsuka 


wounded  at  the  outbreak  of  the  Kore- 
an War.  Once  established,  he  concen- 
trated his  efforts  on  lifesaving  medi- 
cines. But  his  son  has  built  tidy  profits 
with  health  products  that  are  market- 
ed as  necessities. 

So  today  Masahito  plays  leisurely 
games  of  golf  in  his  hometown  on 
Japan's  Shikoku  island,  and  counts 
his  family's  $2.7-billion-plus  net 
worth.  While  swigging  lots  of  Orona- 
min-C and  Pocari. — Hiioko  Asami 


KIYOSHI  SAGAWA 

Courier 

Kiyoshi  Sagawa,  founder  of  a  pri- 
vately held  package  delivery  firm, 
Sagawa  Express  Group,  is  a  tough 
taskmaster.  "The  number  of  adminis- 
trators that  feel  they  can  get  away 
without  working  is  on  the  rise  (and 
most  of  these  people  are  incompe- 
tent)," he  growls  in  the  February  issue 
of  the  company  newsletter.  Also,  the 
Ministry  of  Transportation  is  after 
Sagawa  for  violating  labor  laws,  say- 
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The  business  philosophy  of  Republic  National 
Bank  of  New  York  goes  far  beyond  a  sinnple  aversion 
to  risk;  our  entire  breath  and  being  depends  upon 
the  concept  of  preserving  and  protecting  our 
depositors'  money 

In  every  aspect  of  our  business-private 
banking,  retail  banking  and  institutional  banking - 
our  focus  remains  where  it  always  has  been:  on 
capital  growth,  liquidity  and  asset  quality 

For  these  reasons,  Oppenheimer  &  Co.,  Inc., 
recently  cited  us  as  "one  of  the  most  secure  banks, 
if  not   the   most   secure   bank,    in    the    U.S!' 


Oppenheimer  also  noted  that  "the  company  has  the 
fortress  balance  sheet  of  an  old-style  Swiss  bank!' 

We  rather  like  that  description. 

If  a  fortress  is  what  you  have  in  mind  for  your 
money,  you  might  want  to  take  a  close,  careful  look 
at  Republic  National  Bank  of  New  York. 

REPUBLIC 

NATIONAL  BANK 

OF  NEW  YORK 


A  SAFRA  BANK 


BEVERLY  HILLS  •  CAYMAN  ISLANDS  •  LOS  ANGELES  •  MEXICO  CITY  •  MIAMI  •  MONTREAL  •  NEW  YORK 

BUENOS  AIRES  ■  CARACAS  •  MONTEVIDEO  •  PUNTA  DEL  ESTE  •  SANTIAGO  •  SAO  PAULO  ■  BEIRUT  •  GENEVA  •  GIBRALTAR 

GUERNSEY  •  LONDON  •  LUGANO  •  LUXEMBOURG  •  MILAN  •  MONTE  CARLO  •  PARIS  •  ZURICH  •  HONG  KONG  •  SINGAPORE  ■  TAIPEI  •  TOKYO 


Kiyosbi  Sagawa 


ing  he  makes  drivers  work  excessive 
hours.  The  company  says  it  is  correct- 
ing that  problem. 

Potentially  more  serious  were  tax 
problems  alluded  to  in  a  1989  book  by 
Yosuke  Hamada,  a  disgruntled  ex-em- 
ployee fired  for  not  meeting  sales  tar- 
gets. Hamada  claims  that  Seiwa  Shoji, 
a  holding  company,  siphoned  money 
from  other  Sagawa  companies,  mak- 
ing it  difficult  to  trace  and  tax  profits. 
Government  sources  tell  a  similar 
tale,  and  twice  the  tax  office  has  gone 
after  Sagawa  for  underreporting.  A 
Sagawa  spokesman  says  that  the  com- 
pany has  never  evaded  taxes,  although 
there  could  have  been  inadvertent  er- 
rors owing  to  too  rapid  growth.  In 
April  Seiwa  Shoji  was  absorbed  into  a 
group  company. 

Despite  these  hitches,  Sagawa,  68,  is 
doing  pretty  well  for  himself.  His  com- 
pany has  around  70%  of  Japan's  corpo- 
rate delivery  business.  He  recently 
started  a  venture  with  dhl  to  expand 
international  delivery  operations. 
Look  out,  world. — Gale  Eisenstodt 


TADAO  TOSHIDA 
AND  FAMILY 

Centralize?  Or  decentralize? 

TIadao  Yoshida  built  his  S3. 7  billion 
(sales)  zipper  and  building  materi- 
als company,  ykk,  on  the  principle  of 
decentralization.  At  81,  he  is  in  poor 
health,  and  son  Tadahiro,  a  North- 
western University  M.B.A.,  is  tack- 
ling the  difficult  task  of  change. 

The  big  problem  is  aluminum 
building  materials,  now  some  70%  of 
sales.  Tadao,  who  started  with  the 
more  profitable  zippers,  never  gave 
the  newer  business  the  attention  it 
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merited.  He  set  it  up  with  the  passion 
for  minimizing  managers  and  maxi- 
mizing local  sales  autonomy  that 
worked  so  well  in  the  international 
zipper  market.  Unfortunately  the  re- 
gional building  materials  sales  offices 
in  Japan  did  not  coordinate  well  with 
the  factories;  sudden  surges  in  orders 
could  sometimes  not  be  filled.  The 
biggest  Japanese  maker  of  aluminum 
siding,  doors  and  windows  for  houses 
until  1984,  ykk  has  since  been  losing 
market  share. 

Son  Tadahiro  is  introducing  a  degree 
of  centralized  oversight.  Nine  distribu- 
tion centers  consolidate  building  ma- 
terials inventories.  As  for  zippers, 
while  his  father  was  a  firm  believer  in 


Tadahiro  Yoshida 


local  production,  Tadahiro  has  set  up  a 
factory  in  low-cost  Indonesia.  Senior 
had  all  production  machinery  made  in- 
housc;  Junior  will  shop  outside  if  it's 
quicker  or  cheaper.  The  younger  Yo- 
shida clearly  understands  one  very  ba- 
sic business  principle:  You  can't  run  a 
business  with  your  strategy  carved  in 
stone. — Gale  Eisenstodt 


HATTORI  FAMILY 

Getting  it  together 

TIhe  Hattori  family  has  a  proud  heri- 
tage in  their  top-quality  Hattori 
Seiko  watches  and  clocks.  But  they 
have  seen  rival  Citizen  take  over  the 
number  one  position  in  Japan's  watch 
industry. 

For  one  thing,  Hattori  didn't  adjust 
production  and  inventory  quickly 
enough  when  the  yen  unexpectedly 
strengthened  a  few  years  ago.  Only  in 
the  last  year  did  it  manage  to  work 
down  excess  inventories.  And  though 


Rcijiro  Hal  tori 
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Seiko's  production  is  handled  by  two 
family-controlled  companies,  they've 
been  managed  by  outsiders  following 
the  deaths  of  two  Hattori  family 
members.  Lack  of  coordination  be- 
tween these  two  producers  has  been 
harmful,  observers  say,  while  Citizen 
has  benefited  from  directly  control- 
ling its  own  production. 

But  Hattori  Seiko  finally  seems  to 
be  getting  its  act  together.  It's  choos- 
ing to  emphasize  luxury  brands  and 
jewel-bedecked  watches,  which  are 
selling  well.  One  new  model:  a  lady's 
watch  designed  by  a  famous  Japanese 
designer,  Jun  Ashida. 

The  company  is  also  increasing  its 
jewelry  import  business  and  is 
strengthening  its  new  lines  of  plastic 
eyeglasses.  The  Hattoris,  led  by  69- 
year-old  Chairman  Reijiro,  the  foun- 
der's grandson,  together  own  shares 
worth  about  $3.5  billion  in  Seiko 
group  companies.  An  amount  worth 
watching  over. — Nobuko  Hashimoto 


UEHARA  FAMILY 

Put  the  money  where  it  counts 

TIhe  Ueharas'  well-known  Taisho 
Pharmaceutical  grew  on  an  army 
of  detail  men,  who  today  still  sell 
directly  to  Japan's  60,000  pharmacies. 
Now  the  Ueharas  are  augmenting 
them  with  Taisho's  new  computer 
sales  network,  which  already  plugs  in 
3,700  pharmacies  and  will  soon  have 
5,000.  It  will  let  Taisho  do  fast,  com- 
prehensive market  research,  and  even 
monitor  competitors'  sales. 

Small  wonder  Taisho  is  the  leader 
in  the  ever  more  competitive  over- 
the-counter  drug  market  (it  has  a  20% 
share),  with  about  $800  million  in 
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Ifs  curious. 

Mercedes-Benz  claims  to  be  engineered  like  no  other  car  in  the  world. 
Yet  recently,  they've  spent  millions  of  dollars  emphasizing  such  attributes  as 
safety  durability  and  longevity 

Qualities  long  associated  with  another  car  maker  I 

Volvo. 

Which  is  why  if  you've  been  thinking  about  buying  a  Mercedes,  you'd 
do  well  to  consider  a  Volvo  760.  Like  all  Volvos,  the  760  embodies  all  the 
traditional  Volvo  values. 

Ifs  tough,  durable,  and  above  all,  ifs  built  with  your  safety  in  mind. 

But  the  760  also  provides  a  level  of  luxury  found  in  few  cars  on  the 
road  today  From  its  automatic  climate  control  to  its  six  speaker  high-output 
sound  system,  virtually  every  conceivable  comfort  is  standard. 

In  short,  the  Volvo  760  is  engineered  to  be  everything  a  Mercedes  is. 


And,  clearly  everything  a  Mercedes  wants  to  be. 

CALL  TOLL  FREE  FOR  YOUR  CATALOG  OF  1990  VOLVOS;  1-800-221-9136©  1990  VOLVO  NORTH  AMERICA  CORPORATION. 


A  car  you  can  believe  in. 
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sales.  Bestselling  products  include  nu- 
tritional tonics  (big  in  Japan;  see  Ot- 
suka),  Pabron  cold  remedy,  and  Taisho 
Ichoyaku  digestive  agents. 

But  don't  overlook  prescription 
drugs — 16%  of  Taisho  sales  and  in- 
creasingly important.  Merrill  Lynch 
Tokyo  predicts  30%  to  50%  growth 
from  such  promising  drugs  as  Clath- 
romycin,  a  new  antibiotic  Taisho  has 
licensed  to  Abbott  Labs  for  sale  out- 
side Japan.  It  may  come  on  the  market 
by  year's  end,  and  Taisho  forecasts 
$60  million  annual  sales  just  in  Japan. 

Chairman  of  Taisho  is  Shoji  Ue- 
hara, 62.  President,  at  49,  is  Akira 
Uehara.  Akira  has  three  things  going 
for  him.  First,  he  is  Shoji's  son-in-law. 
Next,  he  is  the  nephew  of  the  foun- 
der's wife.  And  he's  the  inspiration 
behind  the  computerizing,  having 
joined  the  company  in  1977  after  11 
years  at  nec,  the  electronics  firm.  Evi- 
dently Akira  Uehara  sees  that  big 
money  is  to  be  made  not  only  from 
discovering  pharmaceuticals  but  from 
developing  better  ways  to  distribute 
them. — Hiroko  Asami 


HISAKICHI  TAMAGUCHI 

The  price  was  fame 

Hisakichi  Yamaguchi  must  have 
been  disappointed.  Last  year  the 
founder  of  $1.8  billion  (sales)  Daiwa 
Can  acted  as  intermediary  when  the 
founder  of  South  Korea's  giant  Hyun- 
dai went  to  North  Korea  with  plans  to 
build  a  resort  hotel — a  resort  Yamagu- 
chi apparently  had  himself  proposed 
to  Kim  II  Sung  years  ago.  All  seemed 
to  go  swimmingly.  But  in  May  it  was 


reported  that  North  Korea  abruptly 
canceled  the  deal. 

Yamaguchi  paid  a  price  for  his  futile 
efforts:  For  a  moment  the  spotlight 
was  turned  on  this  man  who  shuns 
the  press.  He  was  bom  in  what  is  now 
North  Korea,  and  people  close  to  him 


Hisakichi  Yamaguchi 


say  the  Kim  II  Sung  connection  was 
formed  primarily  because  "everybody 
needs  to  go  home."  Yamaguchi,  79, 
got  into  canmaking  in  1950.  A  friend- 
ship with  a  chairman  of  Nippon  Steel 
got  him  the  financial  support.  A  tie 
with  American  Can  Co.  got  him  the 
key  equipment. 

Today  it  is  Daiwa  Can  that  exports 
production  machinery.  The  company 
also  has  about  30%  of  the  domestic 
can  market,  number  two  behind  Toyo 
Seikan.  Yamaguchi  controls  eight  in- 
terrelated companies,  including  oper- 
ations in  Taiwan  and  a  joint  venture 
with  Ryoei  Saito's  Daishowa  (see 
Saito,p.  148)  to  make  paper  cups. 

Yamaguchi  is  still  active  in  day-to- 
day management.  Sources  who  know 
him  well  say  he  is  demanding  and 
likes  to  keep  close  tabs  on  things.  Last 


year  profits  were  up  14%,  to  $149 
million  on  sales  of  $1.8  billion.  His 
eldest  son  is  in  the  business:  Hisakazu 
Yamaguchi  is  a  director  of  a  machine 
tool  maker  50%  owned  through  a 
holding  company.— Gale  Eisenstodt 


JAPAN 
REAL  ESTATE 


TOSHIAKI  TSUTSUMI 

A  job  for  Dale  Carnegie 

How  much  glory  is  there  in  being 
the  richest  businessman  in  the 
world?  Not  much.  You're  Yoshiaki 
Tsutsumi — and  you're  the  target  of 
increasing  criticism  in  the  Japanese 
press  these  days. 

Seems  the  public  has  noticed  that 
Kokudo  Keikaku,  Tsutsumi's  40% 
directly  owned  holding  company  for 
his  vast  railway  and  real  estate  em- 
pire, doesn't  pay  much  corporate  tax. 
The  interest  on  debt  used  to  expand 
its  business  in  ski  slopes,  hotels  and 
golf  courses  virtually  wipes  out  prof- 
its. So  there's  no  need  to  pay  taxes, 
Tsutsumi  earnestly  explained  in  in- 
terviews. Lately,  in  a  tack  to  wind- 
ward of  sorts,  he's  indicated  in  the 
press  that  he  "could  slow  the  pace  of 
expansion.  Then  the  company  would 
be  more  profitable  and  pay  more  in 
taxes." 

Meanwhile,  Tsutsumi  recently 
blew  a  chance  to  capitalize  on  what 
are  conceded  even  by  critics  to  be  his 
good  managerial  skills.  Elected  last 
August  to  head  the  Japanese  Olympic 
Committee,  he  bowed  out  in  May.  He 
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had  been  criticized  for  trying  to  turn 
things  to  his  own  advantage:  He  want- 
ed to  lure  the  1998  winter  games  to  an 
area  near  resorts  his  company  owns. 
Public  relations  isn't  his  thing. 

Many  of  the  billionaires  on  this 
list  made  their  money  buying  and 
developing  land  in  Tokyo.  Yoshiaki 
inherited  his  big  chunks  of  real  es- 
tate. It  was  his  father  who  started 
the  empire  that  makes  Yoshiaki,  56, 
worth  an  estimated  $16  billion.  Un- 
til now,  he's  never  had  to  be  a  nice 
guy. — Gale  Eisenstodt 


TAIKICHIRO  MORI 

Please.  More  taxes. 

TIhe  second-richest  businessman  in 
the  world  owes  his  wealth  of  $14.6 
billion  largely  to  possession  of  land  in 
Minato-ku,  the  ward  near  parliament 
where  he  was  bom  and  which  he  trans- 
formed into  a  great  commercial  center 
of  Tokyo.  Mori,  86,  is  a  developer  who 
owns  78  office  buildings,  but  in  Tokyo 
almost  all  the  value  of  these  choice 
properties  is  in  the  the  value  of  the 
land  not  the  improvements. 


Notwithstanding,  Mori  would  actu- 
ally like  to  see  land  prices  in  Tokyo 
fall,  and  makes  a  case  for  how  that 
could  happen.  It  begins  with  pressures 
for  reform  in  Japan's  crazy-quilt  land 
tax,  especially  on  "farmland"  in  ur- 
ban areas.  Taxes  are  so  low  on  this 
space  that  there  are  thousands  of  pre- 
cious acres  in  urban  Tokyo  support- 
ing cabbages  or  fruit  trees.  A  drastic 
change  of  land  taxes  is  needed,  Mori 
argues.  "We  will  have  to  pay  more  tax 
with  the  change;  but  it's  inevitable. 
And  we  are  ready  for  it." 


Japan's  1930  "rich  list" 


Nineteen-thirty  was  an  important  turning  point  in 
Japan's  history.  Nationalism  was  on  the  rise;  by 

1932  Japan's  army  had  secured  Manchuria. 

In  1930  Teikoku  Databank,  today  Japan's  top  corpo- 
rate research  firm,  tallied  up  over  3,000  of  Japan's 
wealthiest  individuals.  In  1933  an  update  was  pub- 
lished as  a  slim  volume  ornamented  with  portraits  of 
the  successful  men;  Western-style  top  hats  and  round 
spectacles  seem  to  have  been  in  vogue.  Of  the  group,  15 
were  billionaires  in  today's  dollars. 

Who  was  Japan's  richest  man  in  1930?  Teikoku  Data- 
bank very  diplomatically  assigned  the  honor  to  two 
individuals:  Hisaya  Iwasaki  and  Hachiroemon  Mitsui, 
the  respective  heads  of  the  rival  Mitsubishi  and  Mitsui 
zaihatsu.  Each  man  had  assets  of  Y400  million.  Accord- 
ing to  estimates  by  Teikoku  Databank  and  Japan's 
Economic  Planning  Agency,  in  today's  yen  that  would 
be  Y649  biUion,  or  about  $4.3  billion. 

In  fact  this  was  only  a  fraction  of  Mitsui  and  Mitsubi- 
shi wealth.  Eleven  Mitsuis  were  in  the  1930  directory, 
together  worth  over  Y2  trillion,  or  nearly  $16  billion  in 
today's  terms.  The  Iwasakis  of  Mitsubishi  were  a  bit 
poorer:  nearly  $12  billion  in  1930,  in  today's  terms.  By 

1933  Teikoku  Databank  reported  Mitsui  holdings  up 
some  20%,  to  $19  billion,  the  Iwasakis'  to  $13  billion. 
(Today's  richest  man,  Yoshiaki  Tsutsumi,  has  an  esti- 
mated net  worth  of  $16  billion.) 


Other  zaihatsu  families  appeared  on  the  "rich  list." 
The  Yasuda  family's  wealth,  based  largely  on  banking, 
in  1933  came  to  over  $5  billion.  The  Sumitomo  family's 
fortune  was  put  at  nearly  $4  billion.  Also  included  were 
individuals  not  associated  with  the  huge  conglomer- 
ates. A  few  of  today's  billionaire  families  were  already 
big  enough  to  be  noted  in  1933:  Murayama,  founder  of 
the  newspaper  Asahi  Sbimht in  ($115  million);  Hattori, 
creator  of  Seiko  Group  ($690  million);  and  Ishibashi, 
who  started  Bridgestone  ($46  million). 

Landowners,  while  not  the  force  they  are  today,  made 
a  nice  showing — the  richest  logged  in  at  $760  million. 
So  did  money  lenders  and  former  ckiiinyo.  or  military 
lords,  including  members  of  the  Tokugawa  family 
which  dominated  Japanese  politics  from  1600  to  1868. 

After  Japan  surrendered  to  the  Allied  forces  in  1945 
the  Occupation  broke  up  large  land  holdings  and  set  out 
to  break  the  power  of  the  zaihatsu  Payment  to  zaihatsu 
families  for  stock  holdings  was  made  in  ten-year  nonne- 
gotiable  government  bonds.  But  the  ensuing  inflation 
made  the  compensation  close  to  confiscatory.  A  capital 
levy  ranging  as  high  as  90%  on  assets  of  Y15  million 
and  above  further  destroyed  fortunes. 

Today,  Hachiroemon  Mitsui,  one  of  the  two  richest 
men  in  Japan  back  in  1933,  is  94.  He  holds  an  honorary 
title  at  Mitsui  Real  Estate.  If  he  still  belongs  on  our  list, 
his  money  is  well  hidden. — Gale  Eisenstodt 
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"Today's  customers  want  the  ease 
of  a  package  tour,  while  choosing 
their  own  dates,  destinations,  even 
accommodations.  We  needed  a 
system  to  handle  the  complexity  of 
servicing  those  choices,  in  real  time. 
Digital  found  the  perfect  third-party 
software,  custom-designed  a  system 
around  it,  then  turned  it  on  in  under 
three  months.  No  other  computer 
company  could  have  done  that. 

"With  Digital,  from  a  single  desk- 
top computer  we  book,  price  and 
confirm  an  entire  vacation —  flight, 
hotel,  transfers,  information  that's 
from  different  sources — in  less  than 
six  minutes.  We  trust  this  system  so 
much,  we  guarantee  all  reservations 
and  all  prices.  So  far,  we've  managed 
60%  more  business  this  year  with 
just  5%  more  payroll. 

"What's  next?  Repeating  our 
success  globally,  wherever  we  set  up 
shop.  Digital's  given  us  two  years  of 
strategic  advantage.  That's  two  years 
we've  been  able  to  offer  our  custom- 
ers what  Digital  gives  us:  responsive- 
ness and  choice  the  competition  is 
hard-pressed  to  match." 

The  rewards  of  working  together. 

Digital  plans,  designs,  imple- 
ments, and  fully  supports  systems 
specific  to  the  demands  of  your  com- 
pany, and  your  industry.  They  are 
solutions  that  work,  in  real  time,  in 
the  real  world. 

Today,  Digital's  custom-designed 
systems  give  you  an  elegantly  simple 
way  for  your  people  to  work  together 
more  productively,  more  creatively, 
more  efficiently,  more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  129  Parker 
Street,  Maynard,  MA  01754-2198. 
Or  call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  befo«.  Digital 

has 

• 

It 

now. 


Taikichiro  Mori 
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And  when  the  farmers  finally  sell, 
their  acreage  will  be  available  to  de- 
velopers like  Mori.  "Over  the  past  few 
years,  something  between  300  and 
400  hectares  [750  to  1,000  acres]  of 
office  space  have  been  created  per  year 
in  Tokyo,"  he  says.  "And  this  year's 
supply  is  said  to  be  about  700  hect- 
ares. If  the  pace  continues,  there  may 
be  a  glut  of  office  buildings  in  the 
foreseeable  future."  He  adds:  "And 
when  the  Japanese  economy  loses  its 
power,  land  prices  may  fall." 

Developing  is  what  Mori,  a  profes- 
sor of  economy  until  he  was  55,  wants 
to  do  most.  He  aims  to  build  more 
complexes  like  his  locally  famous 
Ark  Hills — office  towers,  condos,  a 
hotel  and  a  concert  hall,  finished  in 
1988.  He  very  much  wants  land  prices 
lower,  even  if  it  would  cut  into  his 
paper  wealth. — Hiroko  Asami 


KITARO  WATANABE 

Japan's  first  big  real  estate  casualty 

W'  atanabe  is  one  of  the  multitude 
of  Japanese  billionaires  whose 
main  fortunes  were  made  in  the  re- 
cent real  estate  boom.  He's  also  one  of 
the  first  to  be  in  visible  cash  flow 
trouble.  Watanabe,  56,  owns  Azabu 
Building,  a  real  estate  investment 
company,  and  Azabu  Motors,  a  dealer 
of  expensive  imported  cars  like  Mer- 
cedes-Benz and  Rolls-Royce.  The  real 
estate  is  the  bulk  of  the  wealth — still 
estimated  at  a  huge  $9.2  billion,  net  of 
debt.  It's  also  the  bulk  of  the  problem. 
Watanabe  used  the  first  fortune  he 
made  selling  the  cars  to  buy  most  of 
his  1  million  square  feet  of  Tokyo 
land  between  1984  and  1987,  a  period 
when  lax  monetary  policies  encour- 
aged land  speculation.  But  the  Tokyo 
boom  has  cooled,  and  long-term  inter- 


est rates  have  risen  to  7%  from  5%  in 
two  years.  Admits  an  Azabu  spokes- 
man: "Our  interest  payment  burden 
is  getting  severe."  The  Group  shows 
$2.3  billion  long-term  debt,  $300  mil- 
lion more  .than  last  year.  It  was  more 
than  a  year  ago  that  Watanabe  sold  his 
20%  stake  in  Koito,  a  car-parts  maker, 
to  T.  Boone  Pickens. 

The  land  may  be  valuable,  but  it 
doesn't  generate  much  cash  to  cover 
that  debt  service.  Sources  say  Mitsui 


Kitaro  Watatuihc 


Trust  Bank,  Watanabe's  main  banker, 
will  dispose  of  some  of  his  real  estate 
to  pay  down  his  debt.  One  clue:  The 
bank  has  installed  a  vice  president  in 
Azabu  Building. — Hiroko  Katayama 


KICHINOSUKE  SASAKI 

Tokyo's  Donald  Trump';' 

Since  the  late  1970s  Sasaki,  57,  has 
bought  hundreds  of  parcels  and 
buildings — mainly  in  Tokyo's  com- 
mercial Minato  ward — going  heavily 
into  debt  in  the  process.  The  debt 
totals  $1.8  billion.  The  assets?  Sasaki 
hinted  to  Forbes  that  they  exceed  $6 


billion.  Our  more  cautious  guess  is 
$3.6  billion.  More  troubling,  Sasaki's 
interest  and  operating  costs  last  year 
came  to  around  $125  million.  With 
rental  income  of  only  about  $1 16  mil- 
lion, his  estimated  negative  cash  flow 
is  around  $9  million. 

A  bull  on  the  Tokyo  real  estate  mar- 
ket but  a  bear  on  Osaka  (see  also  Yoshi- 
moto,  p.  171),  Sasaki  claims  a  reserve 
fund  of  about  $330  million.  If  rents 
continue  to  rise  for  several  more 
years,  Sasaki,  who  was  a  medical  doc- 
tor before  he  built  a  clinic  and  discov- 
ered Tokyo  real  estate,  should  be  able 
to  catch  up  and  close  the  gap.  But  he 
keeps  buying  more  property:  Last  year 
he  put  another  $650  million  into  36 
new  properties,  mostly  in  Tokyo. 
Within  three  years,  he  says,  he  plans 
to  triple  the  floor  space  of  his  build- 
ings, to  3.5  million  square  feet.  Mean- 
while, argues  Sasaki,  the  land  will 
gain  value  from  redevelopment.  His 
bankers,  evidently  figuring  Sasaki  is  a 
builder — as  opposed  to  a  speculator — 
apparently  intend  to  continue  financ- 
ing him.  He — and  they — are  on  an  es- 
calator to  the  sky.  Can  they  avoid  a 
bust?  Sure.  They  just  have  to  make 
sure  they  get  off  the  escalator  before 
land  prices  do. 


SHIGERU  KOBATASHI 

Takeover  war,  Japanese  style 

As  Kobayashi  stampedes  about  the 
lU.S.  snapping  up  landmark  build- 
ings and  writing  goodwill  checks  to 
city  governments  and  local  philan- 
thropies, Shuwa  Corp.'s  founder-pres- 
ident is  being  branded  a  corporate 
raider  back  home. 


Roben  Wallis/IB  Piaures 


Kicbinosuke  Sasaki 
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Business  Gifts 

That  Are  Remembered, 

Forever. 


Tiffany's  Corporate  Division  offers  an  extraordinary 
selection  of  gifts  that  will  be  cherished  for  years  to  come.  Because 
nestled  inside  of  every  Tiffany  blue  box  is  a  gift  of  exclusive 
design  and  remarkable  craftsmanship,  reflecting  a  152-year  heri- 
tage. Whether  it's  jewelry,  sterling  silver,  crystal,  clocks,  watches 
or  fragrance,  there's  something  exquisite  to  accommodate  every 
budget  and  holiday  gift  need. 

The  highest  standards  of  customer  service  are 
upheld  by  your  personal  Account  Executive  who  takes  pride  in 
serving  your  special  business  peeds.  Backed  by  a  support  system 
second  to  none,  your  Account  Executive  ensures  no  detail  is 
overlooked,  including  prompt  fulfillment. 

You'll  receive  this  same  level  of  expertise  in  developing 
sales  incentive  programs,  recognition  award  prograins  and  in 
dealing  with  our  Custom  Design  department.  So  whether  you're 
celebrating  a  sales  achievement,  applauding  a  lifetime  of  service, 
or  turning  your  special  ideas  into  reality,  you  can  expect  the 
Tiffany  standard  of  service. 

To  order  a  Corporate  catalogue,  open  an  account  or 
place  an  order,  call  The  Corporate  Division  at  1-800-423-2394. 

Tiffany  &  Co. 

NEW  YORK  BEVERLY  HILLS  CHICAGO  DALLAS  HOUSTON  miLADELI'HlA 
K:)ST0N  ATLANTA  SAN  FRANCISCO  WASHINGTON  DC  DETROIT  SOUTH  COAST  PLAZA 
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K.4kii  KuriMdamnuLuis 


Last  year  it  was  revealed  that  Ko- 
bayashi  bought  big  positions  in  sever- 
al Japanese  retailers,  including  two 
supermarket  chains  with  distinctly 
poor  prospects.  The  apparent  plan: 
merge  them  with  Life  Stores,  another 
Shuwa  investment  headed  by  a  friend 
from  his  World  War  II  army  days. 

The  supermarkets  quickly  called  in 
Wasserstein  Perella,  which,  with  No- 
mura Securities,  devised  a  very  Japa- 
nese plan:  The  targets  would  issue 
each  other  shares  to  dilute  Shuwa's 
holding — until  a  Tokyo  court  called 
the  deal  unfair. 

Then  Kobayashi's  old  war  buddy 
suddenly  announced  a  new  stock  dis- 
tribution to  Life  shareholders.  That 
pushed  up  the  stock  price,  letting  Ko- 
bayashi  sell  his  6%  at  a  small  profit. 
But  he  has  not  stopped  shopping 
around.  Shuwa  is  buying  more  shares 
of  the  supermarket  chains. 

Meanwhile,  Kobayashi  has  also 
bought  another  building  in  downtown 
Los  Angeles  for  $30  million,  and  one 
in  San  Francisco  for  $60  million.  Last 
fall  Shuwa  joined  with  Tishman  West 
for  a  first  investment  in  Europe,  a  250- 
year  lease  on  Ashdown  House  in  Lon- 
don, for  about  $154  million.  All  this 
takes  money.  Kobayashi  has  lots  of 
assets,  but  they  are  getting  leveraged: 
On  some  $6  billion  in  Japanese  assets, 
his  net  worth  seems  to  be  near  $2 
billion.— Gale  Eisenstodt 


GENSHIRO  KAWAMOTO 

How  to  calm  down  the  Americans 

1987   Kawamoto  drove  around 


I 


Gensbiro  Kawamoto 


Hawaii  in  his  white  Rolls-Royce, 
known  as  the  "Kawamotomobile," 
snapping  up  178  rental  properties  for 
$170  million,  including  the  famous 


Kaiser  estate.  The  original  plan  was  to 
refurnish,  remodel  and  rent  to  rich 
visitors.  That  idea's  been  dropped, 
and  now  60%  of  the  houses  have  been 
rented  back  to  the  original  owners  at 
going  market  rates.  But  in  the  process, 
Kawamoto,  age  58,  managed  to  thor- 
oughly alarm  the  entire  island  with 
his  one-man  invasion. 

That  didn't  stop  him  from  a  second 
wave  of  American  buying.  But  this 
time,  he  was  better  received.  Instead 
of  buying  existing  houses  in  a  land- 
tight  market,  Kawamoto  acquired 
tracts,  and  built  423  houses  in  land- 
blessed  Sacramento.  This  kind  of  de- 
velopment benefits  local  people,  dis- 
places no  one,  and  creates  jobs.  Next, 
a  project  in  Santa  Rosa,  with  149 
houses  and  74  condominiums,  sched- 
uled to  be  completed  by  the  end  of 


next  year.  For  these  projects,  he's  al- 
ready invested  about  $188  million. 
More  are  planned  in  Sacramento. 

It's  a  long  way  from  the  family  ki- 
mono business  he  closed  in  1965.  In 
1972  he  launched  Marugen  K.K., 
which  is  now  worth  $1  billion  and 
operates  properties  principally  in  the 
Ginza.  If  he  heads  back  to  Hawaii, 
maybe  the  Rolls-Royce  should  stay 
home. — Hiroko  Asami 


TONEICHI  OTANI 
AND  FAMILY 

Keeping  up  with  the  Okura 

Y'oneichi  Otani  constantly  strives 
to  keep  his  namesake  New  Otani 
Hotel  in  the  same  top-tier  bracket  as 
his  two  primary  Tokyo  rivals,  the 
Okura  and  the  Imperial.  If  occupancy 
rates  aren't  as  high  as  they  are  at  the 
two  competitors,  Otani  goes  after 
more  parties  and  weddings.  He  re- 
cently spent  about  $130  million  to 
upgrade  single  rooms  to  bigger  twin 
rooms — a  luxury  in  crowded  Tokyo. 
By  all  accounts,  the  New  Otani  is  able 
to  cater  to  every  type  of  customer. 

The  group  manages  15  other  hotels 
in  Japan.  These  include  the  Osaka 
New  Otani — without  question  a  very 
plush  hotel — and  a  string  of  New 
Otanis  in  Los  Angeles,  Hawaii,  Singa- 
pore and  Beijing.  But  the  Tokyo  hotel 
is  the  flagship. 

The  Otanis  are  adding  to  it:  Yonei- 
chi,  74,  is  investing  about  $240  mil- 
lion in  a  30-story  office  building  to 
connect  to  the  hotel's  tower  wing.  It 
will  house  boutiques,  party  halls,  a 
museum  and   offices — and   bring  in 
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$65  million  a  year  in  rent. 

The  hotel  business  may  be  lucra- 
tive, but  the  Otanis'  real  wealth  is 
the  745,000  square  feet  of  central 
Tokyo  Yoneichi  and  brother  Kokichi 
inherited  from  their  father,  a  one- 
time sumo  wrestler  and  industrialist 
who  bought  it  from  an  aristocrat.  It's 
worth  maybe  $19,000  a  square  foot — 
and  the  family,  all  together,  about 
$3.4  billion. — Nobuko  Hashimoto 


HARUHIKO  TOSHIMOTO 

Wby  Osaka  land  is  not 
this  year's  buy 

TIhe  Yoshimotos  have  been  dedicat- 
ed Osaka  landlords  for  generations, 
in  which  time  they  have  developed  a 
precept:  Never  invest  in  securities, 
except  maybe  national  bonds.  Haru- 
hiko,  keeping  the  faith  at  66,  has  nev- 
er spent  a  penny  on  a  share.  With  at 


Ruben  Walliv]  B  Piuures 


■^■n^H^^^I 

w 

HR 

WK|fl 

I 

^^^^^^^^^^1 

1 

^^H"*. 

Hk^ 

_^^^^ 

Harufjiko  Yoshimoto 


least  $3.1  billion  in  Osaka  land,  he's  a 
good  person  to  explain  the  almost 
mystical  Japanese  belief  in  land:  "For 
the  Japanese,  land  is  gold.  So  if  you  see 
land,  think  of  it  as  a  lump  of  gold 
spread  over  the  ground."  Yoshimoto 
explained  that  no  real  Japanese  thmks 
of  leaving  his  island  country,  so  land 
in  Japan  has  a  domestic  value  not  re- 
lated to  values  overseas  and  outside 
normal  cash-return  calculations. 

Precious  enough  to  play  rough  for. 
Last  year  the  Japanese  media  reported 
that  the  jiageya — professional  crimi- 
nals who  specialize  in  scaring  out 
small-scale  landlords  or  tenants  for 
large-scale  buyers — had  escalated 
their  activities  in  Osaka.  The  reason 
quickly  became  evident:  Land  prices 
in  Osaka  have  jumped  50%,  even  as 
land  prices  stayed  stable  in  Tokyo. 
Among  other  things,  the  new  Kansai 


International  Airport  near  Osaka  will 
open  in  three  years. 

But  Yoshimoto  told  Forbes  he 
thinks  Osaka's  land  price  rise  last 
year  was  too  sudden.  He  anticipates  a 
10%-to-20%  drop  to  compensate.  Yet 
he's  not  selling  his  land  there.  What 
else  would  he  buy?  Stocks  that 
Crash? — Hiroko  Katayama 


TAMESABURO  FURUKAWA 

Golden  years 

One  hundred  years  old,  but  still  in 
my  youth."  Tamesaburo's  formu- 
la for  longevity — he  celebrated  his 
centennial  in  January — is  green  tea, 
and  perhaps  making  donations. 

He's  also  famous  for  not  taking  a 
check.  Not  since  1921,  when  he  was 
nearly  ruined  by  a  financial  panic. 
That's  when  he  quit  selling  women's 
hair  ornaments  and  got  into  movie 
theaters,  restaurants  and  coffee  shops. 
All  cash  businesses,  no  credit.  But  the 
old  man  did  trust  land,  which  he- 
bought  with  some  of  that  loose  cash. 
Today  the  land  appears  to  be  worth 
well  over  $2  billion.  What  he  did  with 
the  rest  of  the  cash  is  less  clear,  except 
that  he  didn't  spend  it  all. 

If  It  weren't  for  Katsumi  Furukawa, 
his  eldest  son,  who  died  in  1986,  Ta- 
mesaburo's film  business  might  have 
stayed  an  obscure  theater  operation. 
But  Katsumi  started  family-run  Nip- 
pon Herald  Corp.  in  1957,  and  import- 
ed thousands  of  famous  foreign 
films— making  the  family  famous  in 
the  process.  Today,  the  Herald  Group 
owns  30  or  so  movie  theaters,  plus 
diversified  film  production,  import 
and  leisure  businesses,  run  by  Katsu- 
mi's  eldest  living  son,  46-year-old  Ta- 
meyuki  Furukawa. 

And  old  Tamesaburo?  He  wants  to 
reproduce  a  14th-century  temple  in 
his  hometown.  The  original,  the 
famous     Kinkakuji     in     Kyoto,     is 


thought  to  have  been  covered  with 
gold.  Furukawa  is  reported  to  be 
ready  to  pour  nearly  $200  million 
into  the  project.  That's  a  lot  of  left- 
over change. — Hiroko  Asami 


KEN  HATASHIBARA 

Good  riddance 

Iast  year  was  a  good  one  for  48-year- 
lold  Hayashibara:  He  finally  lost  a 
major  tenant.  Kabaya  Confectionery 
Co.,  founded  by  Ken's  father,  finally 
agreed  to  move  from  a  key  45,000- 
square-meter  property  near  the  Oka- 
yama  city  train  station. 
They'd  been  unhappy   bedfellows 
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for  a  long  time.  In  the  1960s  the  man- 
agement of  Kabaya  wrested  control  of 
the  company  and  booted  out  Ken  and 
his  family.  Since  then,  Hayashibara 
has  sued  the  candy  company  four 
times  for  not  paying  rent  properly. 
When  Kabaya  finally  goes  in  1991,  it 
will  free  Hayashibara  to  develop  the 
property — and  maybe  make  some  de- 
cent money  on  it  instead  of  paying 
lawyers,  rtkl  Associates  of  Dallas  is 
expected  to  compile  a  master  plan  by 
the  end  of  this  year. 

Meanwhile,  Hayashibara's  compa- 
ny may  have  a  hot  product  on  its 
hands:  natural  human  alpha  interfer- 
on. Kenya  Medical  Research  Institute, 
in  Africa,  reported  earlier  this  year 
that  AIDS  symptoms  can  be  alleviated 
within  a  few  weeks  with  small 
amounts  of  the  Hayashibara  drug 
used  in  a  novel  way:  low-dose  oral 
therapy.  The  World  Health  Organiza- 
tion is  said  to  be  undertaking  a  verify- 
ing study  in  four  African  countries. 

Real  estate  may  be  the  financial 
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A  MACHINE  THAT  CAJ^^ 
£:YOUR  BUSINESS  FLOURISI 


The  beauty  of  growing  a  business. 

All  it  takes  is  long  hours,  nurturing,  and  a 
firm  financial  foundation.  If  you've  got  the 
touch,  The  Xerox  Financial  Machine  can  help 
your  business  blossom. 

You  can  lease  or  finance  anything  from 
enough  equipment  to  run  a  nursery  to  a  single 
Xerox  copier.  All  from  Xerox  Credit  Corpo- 
ration. You  can  grow  with  investment  banking 
and  institutional  brokerage  from  Furman 
Selz.  Van  Kampen  Merritt  offers  prudent 
fixed  income  asset  management  capabilities 
to  meet  your  long  term  goals.  The  annuities 
and  life  insurance  of  Xerox  Life  are  geared  to 


help  you  harvest  a  healthy  retirement.  And 
for  the  kind  of  business  insurance  you  can 
count  on,  you  want  AttS^fance  from  Crug^ 
andForster.  -^M 

It's  all  part^rXerox  Fina. 
a  diversified  group  of  financf 
with  over  $19  billion  in  assets.  So  you  can 
handle  many  financial  needs  with  a  singular 
standard  of  excellence. 

No  matter  what  field  you're  in. 

To  find  out  how  The  Xerox  Financial 
Machine  can  help  your  business  flourish, 
write  Xerox  Financial  Services,  P.O.  Box 
5000,  Norwalk,  CT  06856;*Jg^: 
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underpinning  of  the  Hayashibara 
group  now — currently  worth  an  esti- 
mated $2.6  billion.  But  sustained  bio- 
tech  research  and  development  may 
be  the  truly  invaluable  long-term  as- 
set.— Hiroko  Asami 


EITARO  rrOTAAIA 

Unseated 

Iast  year  Eitaro  Itoyama  talked 
labout  starting  a  club  of  young,  am- 
bitious politicians  to  bring  new  life  to 
the  ruling  Liberal  Democratic  Party. 
Money  was  no  problem:  He  owns 
land,  inherited  five  years  ago  from  his 
entrepreneurial  father,  that  is  now 
worth  about  $5.8  billion.  But  getting 
re-elected  was  a  problem.  In  elections 
last  February,  the  ruling  party  held  on 
to  its  position,  but  young — he's  only 
48 — Itoyama  was  unseated.  Political 
analysts  say  the  public  was  probably 
so  disgusted  with  money-politics 
scandals  that  it  recoiled  from  the  idea 
of  a  rich  politician.  On  the  other  hand, 
some  of  his  very  American-soundmg 
views — "Japan  should  not  be  on  an 
equal  footing  with  the  States  unless 
she  increases  her  defense  budget" — 
may  have  hurt  too. 

For  the  moment,  Itoyama  is  keep- 
ing himself  busy  with  his  company. 
Shin  Nihon  Kanko  Kogyo,  which 
owns  and  manages  golf  courses  and 
resorts  in  Japan.  Most  recently  he  in- 
vested about  $330  million  to  develop 
a  resort  in  Miyazaki,  on  the  southern 
Japanese  island  of  Kyushu,  which  will 
include  a  yacht  harbor,  cottages,  pri- 
vate beach  and  an  1 8-hole  golf  course. 

Business  also  takes  him  abroad,  par- 
ticularly the  U.S.,  where  he  has  been 
negotiating  with  "leading  compan- 
ies" to  invest  in  resorts,  his  assistant 
told  Forbes.  Most  of  Itoyama's  for- 
tune is  in  Japan. — Nobuko  Hashimoto 


TOHACHIRO  IWASAKI 

Bamboo.  Of  course. 

At  88,  Yohachiro  Iwasaki  still  trav- 
lels  about  Japan  to  check  on  the 
family  business  that  his  son,  Fukuzo, 
65,  runs. 'A  self-made  man,  Yohachiro 
has  built  up  a  business  now  estimated 
at  about  $5  billion. 

He  started  with  the  lumber  trade — 
which  became  big  business  from  re- 
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building  after  the  major  Kanto  earth- 
quake of  1923.  Then  real  estate,  espe- 
cially resorts.  His  empire  now  in- 
cludes forests,  hotels,  parks,  resorts, 
land  and  sea  transport — and  a  little 
petroleum  sales  on  the  side. 

Iwasaki  has  always  preferred  to  de- 
velop property  from  scratch  and  cre- 
ate his  personal  vision  rather  than  buy 
someone  else's  idea.  Quite  often  the 
projects  require  many  years  to  bear 
fruit,  "but  that's  what  he's  like,"  ex- 
plains Managing  Director  Koichi  Ike- 
hata.  A  prime  example:  his  huge  re- 
sort in  Australia's  Queensland.  It  will 
eventually  include  12  miles  of  sea- 
shore, hotels,  golf  courses  and  tennis 
courts,  and  a  3,200-foot  runway  to 
accommodate  arriving  Japanese. 

Back  home,  plans  are  more  modest: 
A  new  jetfoil  service  to  the  remote 
islands  of  Tanegashima  and  Ogu- 
shima,  in  southern  Japan,  has  in- 
creased tourist  traffic  over  30%,  and 
the  company  is  opening  a  new  54- 
room  hotel. 

It's  a  Japanese  custom  to  ask  the 


secret  for 
healthy  into 
ki's  reply:  " 
think  about 
massage  the 
bamboo,  and 
to  society.  "- 


keeping  vigorous  and 
extreme  old  age.  Iwasa- 
Always  use  your  head, 
your  work,  walk  a  lot, 
soles  of  your  feet  with 
do  your  best  to  be  useful 
-Nobuko  Hashimoto 


HIDEKI  TOKOI 

.S7/7/  looking  for  respect 

Y'okoi  bought  Tokyo's  prestigiously 
located  Hotel  New  Japan  in  1979, 
in  part  to  gain  status  as  a  business- 
man. But  the  hotel  burned  down  in 
1982,  killing  33,  and  Yokoi  was  sen- 
tenced to  three  years  in  jail  because  he 
failed  to  install  required  fire-preven- 
tion equipment.  He's  still  out  on  bail, 
pending  appeal. 

The  ruined  hotel  hasn't  been  torn 
down  yet.  Nor  is  it  sold,  despite  press 
reports  of  interest  by  big  Japanese  con- 
glomerates. But  Yokoi  has  good  rea- 
son to  hold  on:  The  site  is  now  worth 
at  least  $1  billion,  ten  times  more 
than  before  the  fire,  and  it's  no  longer 
possible  to  find  this  large  a  parcel — 
2. 1  acres — in  the  center  of  Tokyo.  Es- 
pecially not  one  near  five  subway 
lines,  many  hotels — and  Kasumiga- 
seki,  the  seat  of  the  Japanese  parlia- 
ment. Yokoi  told  the  local  press  he's 
almost  ready  to  redevelop  the  land 
because  he's  almost  through  compen- 
sating the  families  of  those  killed  in 
the  fire  as  well  as  the  tenants  who  had 
offices  or  restaurants  in  the  hotel.  Yo- 
koi has  also  said  he  wants  to  put  up  a 
50-story  office  building. 

Yokoi  first  made  his  fortune  in  the 
military  supply  business,  then  real  es- 
tate. His  great  wealth — $1.1  billion — 
hasn't  bought  the  respect  the  77-year- 
old  Yokoi  craves  from  Japanese  soci- 
ety. A  giant  office  building  on  the 
hotel  site  might  be  his  last  chance. 
Sometimes  being  a  billionaire  just 
isn't  enough. — Hiroko  Katayama 
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I  ^^IvpHasBuikAReputationFor  ^ 
SurvivingAccidents.  SubmiHasBuilt 
AReputationFbrAvoidinglhem. 


The  Volvo  240  has  done  a  fine  job 
of  surviving  accidents.  And  we,  at 
Subaru,  have  always  admired  that. 

So  we  gave  the  new  Subaru 
Legacy  unibody  construction  like 
the  Volvo  240. ' 

But  at  Subaru,  we  think  there's 
something  even  better  than  surviving 
accidents.  And  that's  not  getting  into 
them  in  the  first  place. 

So  unlike  the  240,  the  Subaru 
Legacy  offers  an  optional  anti-lock 
braking  system  (ABS).  A  feature  that 
pumps  your  brakes  automatically  for 
maximum  maneuverability  and  gives' 
you  much  greater  steering  control 
during  heavy  braking. 

Unlike  the  240,  the  Subaru  Legacy 


is  available  with  full-time  four  wheel 
drive.  A  more  civilized  form  of  four 
wheel  drive  giving  vou  greater  trac- 
tion on  smcx)th  high  speed  highways 
as  well  as  on  washboard  dirt  roads. 

And  unlike  most  cars  in  the  world, 
the  Subaru  Legacy  comes  with  both 
four  wheel  disc  brakes  and  indepen- 
dent suspension. 

At  Subaru,  we  know  that  even  cars 
not  involved  in  accidents  can  eventu- 
ally come  apart.  So  every  Subaru  is 
put  together  to  stay  together  through 
conditions  which  drive  other  cars 
into  the  ground.  Of  course,  we  can't 
guarantee  how  long  every  one  of  our 
cars  will  last.  But  we  do  know  93%  of 
all  Subaru  cars  registered  in  America 


since  1979  are  still  on  the  road.* 

And  the  new  Subaru  Legacy  may 
even  surpass  that  record  for  durability. 
A  Subaru  Legacy  has  broken  the  FIA 
World  Speed/Endurance  record  by 
running  19  days  at  an  average  speed 
of  138.8  mph  for  more  than  62,000 
miles.** 

So  you  see,  it  wasn't  just  accidents 
the  Subaru  Legacy  was  designed  to 
avoid.  But  junk  yards  as  well 

•R.L  I'olk  &  Q).  Statistics,  Julv  1,  1988,  •"  Validated  by  the 
Federation  Internationale  De  L'Aufomobile. 
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We  Built  Our  Reputation  By 
Building  A  Better  Car. 


HEIZO  KOBATASHI 

How  to  become  a  billionaire 

Heizo  Kobayashi,  77 ,  made  most  of 
his  $1   billion  fortune  in  Shin 
juku,  an  important  Tokyo  entertain 
ment  and  shopping  district.  It's  get 
ting  more  important,  with  top  land 
prices,  particularly  near  Shinjuku  rail- 
road  station,    running   as   much   as 
$17,000  a  square  foot — as  pricey  as  in 
the  more  famous  Ginza. 

What's  intriguing  is  how  Kobayashi 
uses  this  expensive  land.  Instead  of 
fashionable  high-return  retail  shops 


Iletzo  K()havc4shi 


there's  a  supermarket,  camera  store, 
coffee  shop,  a  moderately  priced  res- 
taurant, game  arcades  and  conve- 
nience stores. 

Kobayashi  bought  his  land  cheap, 
decades  ago,  out  of  his  income  as  a 
prospering  retailer.  As  a  new  landlord 
he  decided  to  stick  to  what  he  knew 
best:  serving  the  basic  needs  of  the 
shop  owners,  ordinary  workers  and 
college  students  who  lived  upstairs 
from  the  high-rent  nightspots.  Mean- 
while, the  land's  value  mushroomed. 
Today  no  other  low-margin  shops 
could  exist  paying  the  rents  such  land 
now  commands  on  the  market.  So 
Kobayashi 's  are  crowded  in  the  eve- 
ning with  the  owners  of  the  nearby 
bars  and  restaurants.  He  also  sells 
ice — a  business  he  started  after  the 
war.  So  when  the  bars  near  Shinjuku 
station  run  out,  they  turn  to  the  local 
billionaire. — Hiroko  Asami 


RIN JI  SHINO 

How  to  live  like  a  billionaire 

At  82,  Shino  is  used  to  elegance. 
.Most  days  he  lives  in  a  suite  at  the 
Hilton  in  Osaka.  He  frequently  enjoys 
Chateau  Chino,  red  wine  from  his 
own  winery  in  Bordeaux,  when  he 
lunches  at  the  chateau-like  clubhouse 
of  his  own  golf  course  outside  Osaka. 
"My  husband  is  like  a  spoiled  child," 
his  wife  says  fondly.  "He  has  led  his 
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life  just  as  he  wanted." 

Lest  the  routine  get  dull,  Shino 
spends  one-third  of  the  year  in  France 
and  elsewhere  in  Europe,  often  visit- 
mg  his  two  sons,  who  work  in  Diissel- 
dorf  and  Brussels.  He  likes  to  shop  for 
Hermes  ties  and  for  art.  He  recently 
paid  about  $2  million  each  for  three 
pieces  by  the  famous  Japanese  painter 
Sharaku. 

Rinji  Shino  is  the  32nd  generation 
of  the  Shino  family,  descended  from 
the  famous  12th-century  Hei  family. 
At  age  25,  Rinji  took  over  the  family 
businesses  after  the  death  of  his  fa- 
ther, who  developed  much  of  the  Kan- 
sai  district  around  Osaka  before 
World  War  II:  He  had  put  in  a  resort,  a 
hydroelectric  plant  and  roads.  He  had 
made  his  importance  and  wealth 
plain  to  all:  "At  that  time,  my  father 
was  driving  a  Ford,"  says  Shino. 

Today,  Rinji  owns  some  ten  compa- 
nies in  transportation,  leisure,  restau- 
rants and  gas  stations.  Total  assets, 
including  his  real  estate  in  Japan  and 
France,  near  Fontainebleau,  are  worth 
$3  billion. — Hiroko  Katayama 


HIROTOMO  TAKEI 

The  roads  not  taken 

Recently,  I  was  told  by  a  fortune- 
teller that  I  should  have  chosen  a 
way  to  become  a  religious  priest,  not  a 
businessman,"  sighs  Takei.  Poor 
Hirotomo!  He's  69  years  old,  and 
missed  his  calling  not  once,  but  twice. 
In  his  youth,  Takei  tried  to  be  a 
newspaper  reporter,  but  found  he  ex- 
celled at  the  business  side  of  journal- 
ism. In  1951,  two  years  after  starting  a 
magazine,  he  was  going  to  start  an 


Osaka  edition  of  Yomiuri  Sbimbun.  But 
he  quit  within  six  months  and  went 
back  to  Tokyo. 

Using  his  publishing  profits,  he  be- 
gan buying  real  estate  in  1958  and 
founded  his  Chisan  group.  It  has  more 
than  25  companies  in  real  estate,  ho- 
tels, leisure,  restaurants,  food  and 
publishing.  Chisan  also  has  several 
publicly  traded  small  companies  he 
acquired  control  of  in  the  late  1980s: 
delicatessen,  cotton  spiiming,  fishing 
equipment  and  computer  software. 

Sitting  in  his  office  surrounded  by 
his  own  paintings  and  pottery,  Takei 


Hirotomo  Takei 


does  not  look  like  the  head  of  a  seri- 
ous Japanese  conglomerate.  He  has 
long  since  decided  not  to  wear  a  tie  at 
the  office — or  even  shoes,  other  than 
slippers — except  when  there's  an  oc- 
casion like  a  funeral  or  wedding.  "I 
wanted  to  be  free  from  everything," 
says  Takei,  whose  worth  we  estimate 
at  over  $4  billion. — Hiroko  Katayama 
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Not  even  a  300  lb.  tackle  can  stop 
a  guy  with  a  degree. 

Even  though  we  make  America's  best  known 
athletic  uniforms,  we  also  know  that  no  uniform 
can  compete  with  a  cap  and  gown.  So  we're  mak- 
ing posters  like  this  ad  available 
to  coaches  and  teachers  to  help 
remind  athletes  that  an  education 
never  crippled  anyone's  career. 


RUSSELl! 
ATHLETIC 


For  more  information  about  our  "Stay  In  School"  campaign,  write:  Russell  Corporation,  Dept.  M,  P.O.  Box  272,  Alexander  City,  AL  3501 0. 


Lana'i.  an  bland  for  those 

who  have  never  taken  the 

more  traveled  path. 


In  business,  you've  always  managed 
to  nse  above  the  crowd.  Should  your 
vacation  be  any  different? 
Certainly  not. 


at  Koele,  a  luxurious  country  estate, 
and  the  Manele  Bay  Hotel,  an  elegant 
beachfront  villa  opening  in  late  1990. 
Both  offer  exquisite  accommodations. 


:ji."tii 


Introducing  Lana'i.  A  private, 
140-square-mile  Hawaiian  island 
conspicuously  lacking  something 
island  vacations  have  become  quite 
famous  for  Crowds. 

In  fact,  you'll  find  but  two 
discreetly  built  resorts— The  Lodge 


personalized  service,  and  champion- 
ship golf. 


i' 


The  island  itself  be^  to  be 
explored.  There  are  long  stretches  of 
secluded  beaches  for  sunning.  Or 
snorkeling.  Or  windsurfing.  Tropical 
^rdens  (the  word  Eden  often  comes 


)(p 
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0  mind)  where  you  can  pick  ripe 
aangoes  from  the  trees.  And  a  place 
if  stark  and  haunting  beauty  to 
iiscover— the  Garden  of  the  Gods. 
Now,  you  might  think  that  an 
dand  of  such  diverse  charm  would  be 
ttracting  throng  of  avid  travelers. 
But,  this  is  hardly  the  case 
For  Lana'i,  by  its  very  nature. 


5  a  decidedly  exclusive  reson.  Which 
neans  it  will  never  draw  large  numbers 
)f  people 

But,  then,  that  may  well  be  what 
iraws  you. 

For  an  invitation  to  Rockresorts 
.n  Lana'i,  call  us:  1-800-54-LANAl. 


*  HA 


HAWAII'S  PRIVATE  ISLAND. 


PABLO  ESCOBAR  GAVIRIA 

Over  to  Gustavo? 

Pablo  Escobar  and  the  Medellin 
cartel  he  heads  are  on  the  run. 
Colombia's  newly  elected  president, 
Cesar  Gaviria  Trujillo,  won  a  big  plu- 
rality by  promising  to  be  tough  on  the 
drug  dealers.  The  federales  have 
seized  142  planes,  20  helicopters,  32 
yachts,  141  homes,  offices,  ranches 
and  villas — even  Escobar's  private  zoo 
and  his  Spanish  translation  of  Nor- 
man Vincent  Peale's  Power  of  Positive 
Thinking. 

Escobar,  probably  still  worth  some 
$3  billion,  reportedly  fled  a  safe  house 
near  Medellin  in  November  with 
nothing  more  than  his  jockey  shorts 
and  a  submachine  gun.  Cohort  Gon- 
zalo  Rodriguez  Gacha  wasn't  so 
lucky:  In  December  Colombian  police 
killed  him  in  a  shootout. 

Meanwhile,  an  annual  University 
of  Michigan  study  finds  cocaine  and 
crack  use  continues  to  fall  among 
high  school  and  college  kids.  Cocaine 
seizures  outside  Colombia  totaled  an 


astounding  140  tons  last  year — a  dead 
loss  of  at  least  $1.5  billion  to  the  Me- 
dellin cartel.  The  U.S.  State  Depart- 
ment estimates  Colombia's  total  an- 
nual production  at  under  600  tons. 

Escobar  was  reportedly  spotted  in 
March  at  a  Colombian  beach  resort, 
despite  plastic  surgery  and  a  beard.  In 
Pablo's  absence,  cousin  Gustavo  Ga- 
viria Rivero  is  said  to  be  running 
things,  for  now. — Claire  Poole 


OCHOA  FAMILY 

The  noose  tightens 

Iike  Pablo  Escobar,  the  three  co- 
Icaine  brothers — Jorge,  Juan  and  Fa- 
bio  Ochoa — are  also  on  the  lam.  Last 
August  they  reportedly  scurried  south 
to  Brazil  or  Argentina  with  members 
of  the  Cali  cartel.  Colombian  soldiers 
seized  a  big  chunk  of  Ochoa  farmland, 
part  of  an  empire  worth  some  $2  bil- 
lion. The  highlight:  a  $2  million,  five- 
bedroom  Medellin  mansion  belonging 
to  Jorge's  mistress.  Out  back  stood 
their  9-year-old  daughter's  two-story 
Cinderella  play  castle,  complete  with 
a  lake  stocked  with  black  swans. 
Their  father,  Fabio  Ochoa  Restrepo, 


Ton\  Comiii/'Gammj  LiaiM 


Jorge  Luis  Ochoa 


pleaded  with  then  President  Virgilio 
Barco:  "Let  there  be  dialogue,  let  there 
be  peace,  let  there  be  amnesty."  To 
his  credit,  Barco  ignored  the  plea.  Lat- 
er, so  did  the  Pope,  and  the  noose  is 
tightening:  At  least  eight  Ochoa  first 
cousins  have  been  hauled  in  by'  au- 
thorities; two,  Mauricio  and  Fabio  En- 
rique Ochoa,  are  being  held  in  Miami 
on  smuggling  charges;  another,  Ricar- 
do  Isunza  Ochoa,  has  been  captured  in 
Mexico.  The  Cartagena  customs 
judge  who  freed  Jorge  Ochoa  after  he 
was  extradited  from  Spain  in  1986 
recently  got  six  years  in  jail.  Panama's 
Manuel  Noriega,  allegedly  once  one 
of  the  Ochoas'  major  partners,  awaits 
his  trial  in  Miami  on  drug  smuggling 
charges.  The  Ochoa  brothers'  days 
seem  numbered. — Claire  Poole 


BRAZIL 


Pablo  Escobar 


ROBERTO  MARINHO 

The  other  woman 

After  campaigning  through  his  me- 
«dia  network  for  Brazil's  recently 
elected  president,  Fernando  Collor  de 
Mello,  Roberto  Marinho  tasted  some 
of  the  government's  anti-inflationary 
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Are  your  investments 
working  as  hard  as  you  are? 


Franklin  Federal  Tax-Free  Income  Fund 


This  Franklin  fund  invests  your  hard-earned  money  in 
a  nationally  diversified  portfolio  of  high  quality  munic- 
ipal bonds.  And,  the  income  you  earn  is  free  from 
federal  income  tax.t 

You  can  take  advantage  of  high  current  income, 
monthly  dividends,  and  an  optional  dividend 
reinvestment  plan.^^ 

Put  the  Franklin  Federal  Tax-Free  Income 
Fund  to  work  for  you.  Send  for  a  free 
prospectus  today. 

tXhe  Fund's  dividends  are  subject  to  most  state 
and  local  taxes.  For  some  investors,  federal' or 
state  alternative  minimum  tax  considerations 
may  also  apply. 

^tDividends  are  reinvested  at  the  current 
offering  price. 


FOB90 


Franklin  Distributors,  Inc. 
777  Mariners  Island  BlvA 
San  Mateo,  CA  94404-1585 

Yes!  I  would  like  a  free  prospectus  containing  more  complete 
information  on  the  Franklin  Federal  Tax-Free  Income  Fund, 

including  charges  and  expenses.  I  will  read  it  carefully  before 
I  invest  or  send  money. 

D  I  am  currently  a  Franklin  shareholder. 


Name . 


Address . 


City /State/ Zip. 


1-800-342-FUND  Ext.289 

F  R  A  NJ  K<  i  I  Nl 

Member  $42  Billion  Franklin  Group  of  Funds 


medicine.  Collor's  economic  shock 
lost  Marinho  some  of  his  advertising 
but  did  not  jeopardize  all  of  it.  Mar- 
inho runs  O  Globo,  one  of  the  coun- 
try's most  important  newspapers,  and 
Rede  Globo  tv  network,  the  fourth 
largest  in  the  world  after  abc,  cbs  and 
NBC.  The  privately  held  family  empire 
(estimated  worth,  $1  billion)  also  in- 
cludes finance  and  insurance  compa- 
nies, cattle  ranches  and  shopping  cen- 
ters, but  they,  too,  are  hardly  reces- 
sion-proof. 

The  CoUor-Marmho  connection 
traces  back  three  decades  to  real  es- 
tate deals  between  Marinho  and  Col- 
lor's father.  The  Collor  de  Mcllo  fami- 
ly's television  station  in  the  north- 
eastern Brazilian  province  of  Alagoas 
is  affiliated  with  the  Globo  network. 
And  Fernando  Collor's  brother  and 
campaign  director  previously  worked 
at  Globo. 

Globo's  juicy  soap  operas  are  practi- 
cally a  way  of  life  in  Brazil  and  are 


Roherlo  Marinho 


The  cocaine  trade's  up-and-comers 


W'  hile  the  Medellin  cartel  reels, 
the  Cali  cartel,  named  after 
the  Colombian  city  that  is  its  base, 
is  gradually  taking  over  the  slump- 
ing cocaine  business.  Drug  En- 
forcement Administration  officials 
here  estimate  Cali  may  now  move 
half  the  cocaine  entering  the  U.S., 
up  from  10%  just  a  few  years  ago. 

Behind  the  Cali  cartel  are  a  cou- 
ple of  ambitious  businessmen.  Gil- 
berto  Rodriguez  Orejuela,  50,  and 
brother  Miguel,  45,  grew  up  in  a 
poor  section  of  Cali.  They  worked 
as  clerks  at  a  local  drugstore.  Mi- 
guel went  on  to  study  law  at  Cali's 
San  Buenaventura  University,  but 
Gilberto  (known  as  "The  Chess 
Player")  never  finished  high 
school.  Instead,  he  bought  a  phar- 
macy and  converted  part  into  a  co- 
caine lab.  After  earning  a  law  de- 
gree, Miguel  returned  to  help  his 
brother. 

Using  their  drug  profits,  together 
they  have  amassed  a  business  empire  called  Grupo 
Rodriguez.  The  group's  holdings  have  included,  at  one 
time  or  another:  Colombia's  Banco  de  los  Trabajadores 
and  Panama's  First  kiteramericas  Bank;  two  discount 
drugstore  chains;  28  radio  stations;  commercial  finance 
and  investment  companies;  construction  and  real  es- 
tate companies;  two  pharmaceutical  companies;  two 
agribusinesses;  a  toy  company;  America,  the  Cali  soc- 
cer team;  a  Chrysler  dealership;  an  auto  racetrack; 
private  security  companies;  motels;  and  two  schools. 


Whereas  the  Medellin  cartel  is  a 
loosely  affiliated  group  of  around 
70,000  people,  Cali  has  a  tight, 
more  corporate  structure,  and  em- 
ploys up  to  5,000  with  a  clear-cut 
chain  of  command.  The  Rodriguez 
brothers'  hardworking  partner, 
Jose  Santacruz  (The  Student)  Lon- 
dono,  45,  takes  care  of  daily  opera- 
tions—smuggling, money  launder- 
ing and  the  like. 

In  1984  Gilberto  Rodriguez  trav- 
eled with  the  Medellin  cartel's 
Jorge  Luis  Ochoa  to  Spain  to  set  up 
a  cocaine  distribution  network  in 
Europe  and  buy  10,000  acres  in  Ba- 
dajoz  for  coca  cultivation. 

But  there  has  since  been  bad 
blood.  The  Cali  forces  got  the 
blame  for  a  car  bomb  attack  on 
Pablo  Escobar's  penthouse  apart- 
ment in  Medellin.  In  retaliation, 
Escobar  sent  thugs  to  bomb  Rodri- 
guez' drugstores  and  radio  stations. 
When  a  helicopter  that  was  loaded 
with  men  and  arms  crashed  near  Escobar's  Hacienda 
Napoles  estate,  a  survivor  said  that  they  were  paid  by 
the  Cali  cartel  to  kill  Escobar. 

Now  that  their  cocaine  is  moving  in  big  volume,  the 
Rodriguez  brothers  are  preparing  for  the  worst.  Under 
indictment  in  the  U.S.  for  drug  trafficking,  Gilberto 
Rodriguez  has  retained  Washington,  D.C.  attorney  Mi- 
chael Abbell,  a  former  Justice  Department  official  who 
was  once  in  charge  of  extraditing  drug  traffickers  to  the 
U.S.— Claire  Poole 
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NYNEX      INTERNATIONAL      WORKS      IN      PROGRESS 


«.  Ltr"     .  f. 


Bolder  Communications 
FOR  THE  Rock 


The  Crown  Colony  of  Gibraltar  is  poised  at  the 
narrow  entrance  to  the  Mediterranean  Sea.  It  is  also 
poised  on  the  verge  of  greatness  as  a  world-class 
offshore  financial  center. 

NYNEX  International  Company  and  the  Government 
of  Gibraltar  have  entered  into  a  joint  venture  to  own, 
operate  and  modernize  the  "Rock's"  domestic  tele- 
communications system. 

This  totally  digital,  fiber-optic  network  will  increase 
capacity  and  support  sophisticated  ISDN-based 
services,  along  with  video  teleconferencing  and 
high-speed  facsimile. 


In  the  very  near  future,  the  banks  and  other  finan- 
cial institutions  that  are  locating  in  Gibraltar  can 
look  forward  to  the  advanced  communications 
services  they  need  to  compete  successfully  in  the 
global  economy. 

The  word  is  spreading.  When  the  world  needs 
bolder  communications,  NYNEX  International 
Company  has  the  commitment,  experience  and 
flair  to  make  them  happen. 

Contact  a  NYNEX  office  for  more  information  about 
our  international  artistry,  and  the  impact  it  can  have 
on  your  business. 


United  States 

4  West  Red  Oak  Lane 
White  Plains,  New  York  10604 


NYNEX 

International  Company 

Switzerland 

15,  rueToepffer 
CH-1 206  Geneva 


United  Kingdom 

20  Upper  Ground,  Ground  Floor 
London,  SEI  9PN 
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exported  to  90  countries.  Marinho 
stars  in  his  own  private  soap  opera: 
This  year,  at  85,  he  sought  a  divorce 
from  longtime  second  wife,  Ruth,  to 
marry  Lily  de  Carvalho,  Rio  socialite, 
a  mere  69,  who  was  the  1938  Miss 
France.  Estranged  Ruth  wanted  half 
his  fortune.  A  settlement  is  in  pro- 
cess. Stay  tuned. — William  Heuslein 


SEBASTIAO  CAMARGO 

Charting  the  future 

President  Collor  de  Mello's  radical 
attempt  to  garotte  hyperinflation 
seems  sure  to  choke  off  many  a  con- 
struction project.  That  would  be  bad 
news  for  Camargo's  $5  billion  (reve- 
nues) construction  and  engineering 
conglomerate,  Camargo  Correa,  but 
for  the  fact  that  Camargo  diversified 
before  Collor  came  along.  The  group 
is  now  into  fields  as  far  removed  as 
textiles  and  finance.  Big,  solidly  fi- 
nanced and  diversified  industrial 
groups  like  Camargo's  should  be  bet- 
ter able  than  most  to  cope  with — and 
even  ultimately  benefit  from — Col- 
lor's  economic  catharsis. 

Now  81,  Camargo  has  three  sons- 
in-law  working  at  the  company.  He 
reportedly  hired  an  American  con- 
sulting firm  to  help  set  up  succession 
plans.  But  he  will  not  go  quietly.  Ca- 
margo still  visits  the  active  construc- 
tion sites  of  the  company  that  he  and 
his  partner,  the  late  Sylvio  Correa, 
built  up  starting  in  the  1930s  from  a 
small  subcontracting  firm.  Estate 
planning  for  such  Brazilian  wealth, 
say  informed  Brazilians,  seems  to  cen- 
ter not  on  the  question  of  when  one 
dies,  but  rather  if. — William  Heuslein 


ANTONIO  ERMIRIO  DE 
MORAES  AND  FAMILY 

Collor  my  world 

W'  ith  more  than  $2  billion  in  reve- 
nues dnd  net  assets  of  at  least 
$1.6  billion,  the  Ermirios'  Sao  Paulo- 
based  Votorantim  is  Brazil's  largest 
private  sector  industrial  group  by  as- 
sets. Recently  family  patriarch  Anto- 
nio Ermirio  has  been  planning  on 
large-scale  investments  in  aluminum, 
mining,  paper  and  woodpulp,  cement, 
and  maybe  petrochemicals 


nomic  package.  Publicly,  most  Brazil- 
ian business  leaders  supported  Collor 
at  first.  But  their  objections  were 
completely  ignored  when  Collor  earli- 
er this  year  in  effect  seized  temporar- 
ily a  large  portion  of  the  nation's  fi- 
nancial assets.  In  Ermirio's  case,  he 
was  reportedly  caught  with  $500 
million  playing  the  overnight  money 
market — a  Brazilian  way  to  keep  up 
with  hyperinflation — when  his  funds 
were  frozen.  Obviously  he  is  not 
poor  from  reform.  But  Antonio  Er- 
mirio is  already  prepared  for  auster- 


Abril  Iniauens 


Antonio  Ermirio  de  Moraes 


But  President  Collor's  plan  to  open 
Brazil  to  outside  competition  could 
put  the  squeeze  on  parochial  Votoran- 
tim, if  it  comes  to  pass.  The  word 
from  Brazil  is  that  Antonio  Ermirio  is 
privately  skeptical  about  Collor's  eco- 


uis  rXintas,  Abnl  Imipcns 


ity.  At  62,  he  often  drives  his  own 
modest  car,  and  doesn't  follow  fatsh- 
ion  trends:  He  wears  dated  suits.  A 
workaholic  (13-hour  days),  Ermirio 
says  that  he  hasn't  taken  a  vacation 
in  30  years. — William  Heuslein 


VENEZUELA 


Sebastido  Camargo 


CISNEROS  FAMILY 

Back  to  the  Americas 

TIhe  Cisneros  brothers  have  finally 
given  up  their  own  redevelopment 
of  London's  Paternoster  Square,  4.2 
acres  adjacent  to  St.  Paul's  Cathedral. 
Last  October  the  brothers  sold  the 
property  for  £160  million,  around  £80 
million  less  than  they  paid  for  it— 
although  they  did  retain  a  participat- 
ing interest  that  could  yield  as  much 
as  30%  of  the  project's  profits  on  com- 
pletion. Target  date:  1994. 

Disappointed  by  this  and  other 
problems  in  the  U.K.  property  mar- 
ket, the  Cisneros  brothers — Gustavo, 
45,  and  Ricardo,  41 — hope  to  do  better 
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Madeleine  Marchese 
General  Manager,  Marketing 
Texaco  Syngas  Inc. 


"For  five  years,  Texaco's  gasification  technology  lighted 
100,000  homes  with  clean  energy  from  coal.  We  keep  it  clean  with 
a  gasification  process  that  we  invented  and  perfected.  It's  a  very 
workable  solution  to  a  difficult  environmental  problem." 

Madeleine  Marchese  is  General  Manager,  Marketing  for 
Texaco  Syngas  Inc. 

"Our  coal  gasification  process  has  produced  over  2.5  billion 
kilowatt  hours  of  electricity  for  California  residents.  That's  a  record 
no  other  coal  gasification  process  has  even  come  close  to. 

"The  Texaco  process  has  not  only  been  proven  economically, 
it  exceeds  the  clean  air  standards  proposed  by  the  Bush  Adminis- 
tration. That  proposal  is  for  the  year  2000.  Texaco  is  ready  now. 

"As  a  technology,  coal  gasification  is  a  powerfial  tool  in  the 
fight  against  acid  rain.  As  an  alternate  energy  source,  it  makes  us 
more  energ>^  self-sufficient.  We  have  a  300  year  supply  of  coal  at 
current  consumption  rates. 

"Texaco  people  have  even  devised  ingenious  methods  to 
expand  the  technology  for  the  gasification  of 
municipal  sludge .  Our  process  is  designed  not 
only  to  get  rid  of  sludge  but  to  transform  it  into 
usable  energy." 

Clearly,  there  is  enormous  potential  for 
America  and  its  environment.  And  for  the  future. 


U^ 


Staroft'ie 
American  Road 


TEXACO-WE'VE  GOT  THE  ENERGY. 


Every  NifihtWfe  ( 

WeHelpedOth 


L 


Like  the  families 
living  at  105  Quincy  Street 
in  Brooklyn. 

They're  among  the 
more  than  80,000  families 
all  across  the  country 
who  are  benefiting  from 
Fannie  Mae's  low-  and 
moderate-income  housing 
initiatives. 

Families  for  whom 
decent  housing  at  a  price 
they  could  afford  seemed 
to  be  beyond  their  grasp. 

Helping  people 
who  need  it  most.  That's 
one  reason  that  Fannie 
Mae  remains  as  effective 
an  idea  today  as  it  was 
over  20  years  ago  when 
we  were  rechartered 
by  Congress  as  a  private 
company 

We've  committed 
more  than  $4  billion  to 
special  initiatives  to  help 


iHomeKnowin 

DoThe  Same 


provide  decent  housing  for 
the  homeless,  the  elderly 
and  low-income  families. 
And  that's  in  addition  to  the 
home  financing  that 
we  provide  day-in  and  day 
out  to  families  of  modest 
means. 

Ifthel990sareany 
thing  like  the  1980s, 
affordable  housing  will 
continue  to  be  in  demand. 

And  just  as  Congress 
intended,  Fannie  Mae 
will  be  therewith  new  and 
creative  approaches 
that  provide  much  of  the 
needed  capital. 

That's  why  every 
night  we  go  home  with  the 
satisfaction  of  having 
helped  others  do  the  same 

Like  the  people  of 
105  Ouincy  Street. 

FannieMae 

The  USA's  Housing  Partner 


Gustavo  and  Ricardo  Cisneros 


with  their  businesses  in  this  hemi- 
sphere. Their  U.S.  base  is  Spalding  ilk 
Evenflo  Cos.,  a  sporting  goods  and 
baby  products  company  bought  in 
1984.  The  brothers  are  on  the  prowl 
for  a  large  U.S.  consumer  product 
company. 

In  Venezuela,  Organizacion  Diego 
Cisneros,  started  by  their  father,  con- 
tinues to  grow,  despite  the  country's 
economy.  The  company  has  the 
world's  largest  independent  Pepsi 
franchise;  supermarkets;  department 
stores;  and  baby  food,  beauty  aids  and 
packaging  companies.  Its  first  major 
investment  in  basic  industry — $280 
million  for  40%  of  a  local  aluminum 
processor — will  come  on  stream  in 
1992.  Right  now  the  brothers  are 
looking  into  Venezuela's  newly  priva- 
tized petrochemical  industry,  which 
had  been  a  government  monopoly 
since  1976.— Claire  Poole 


Bernardo  Garza  Sada 


MEXICO 


GARZA  SADA  FAMILY 

Northward  flows  the  capital 

Iast  October  Vitro,  the  $1.2  billion 
I  (sales)  Mexican  glass  company 
controlled  by  the  Sada  side  of  the  Gar- 
za Sada  family,  paid  over  $900  million 
for  Anchor  Glass  Container  Corp.  of 
Tampa,  Fla.  It  was  the  largest  Mexi- 
can takeover  ever  in  the  U.S. 

Turning   Anchor   around    will    be 
hard  work.  The  Sadas  have  replaced 


Anchor's  top  management  and  have 
refinanced  part  of  Anchor's  debt.  Over 
the  next  five  years  they  plan  to  outfit 
Anchor  with  $400  million  of  Vitro- 
designed  equipment — all  part  of  a 
plan  to  let  Anchor  go  after  formidable 
market  leader  Owens-Illinois. 

From  Monterrey  the  extended  fam- 
ily controls  three  other  big  Mexican 
companies.  Alfa,  the  $2  billion  steel 
and  petrochemical  combine,  has 
slashed  debt  from  $2.7  billion  to  un- 
der $1  billion.  It  has  also  purged  most 
of  its  foreign  shareholders  so  it  can 
invest  in  fields  restricted  to  Mexican 
capital.  Now,  Alfa  is  looking  at  the 
54%  stake  in  Telefonos  de  Mexico  the 
government  is  putting  up  for  sale,  as 
well  as  the  steel  company  Sidermex. 

The  family's  other  two  companies 
are  Cydsa,  the  $550  million  (sales) 


plasticsmaker,  and  Visa  (sales,  $1.2 
billion),  which  brews  Dos  Equis  and 
Tecate.  Thanks  to  energetic  restruc- 
turing and  expansion  of  the  group's 
assets — and  to  Mexico's  recovery — 
their  stake  in  the  four  publicly  held 
companies  comes  to  more  than  $2 
billion. — Claire  Poole 


CANADA 


CHARLES  BRONFMAN 

Less  passive? 

Charles  Bronfman,  Seagram  heir 
and  brother  of  New  York-based 
Edgar,  was  burned  when  Cineplex 
Odeon  (Forbes,  May  29.  19H9]  got  into 
trouble;  its  stock  fell  from  16  in  April 
to  %Vi  in  December  1989.  Bronfman's 
investment  vehicle,  Claridge,  owned 
30%  of  the  theater  chain.  Cofounder 
Garth  Drabinsky  wanted  Bronfman's 
shares.  But  mca,  with  33%  of  the 
votes,  blocked  the  deal.  In  December 
Bronfman  raised  his  stake  to  34%; 
being  Canadian,  he  got  in  his  Claridge 
executive  as  chairman,  who  cut  costs. 

One  source  thinks  Bronfman  might 
sell  the  147  Canadian  theaters,  per- 
haps to  Astral  Bellevue,  a  company 
one-third  owned  by  his  cousins  Ed- 
ward and  Peter  (worth  half  a  billion). 
Cineplex  has  sold  90  of  its  342  U.S. 
houses.  This  year  it  wants  to  pay  off 
$200  million  of  debt,  over  a  third  of 
the  total.  With  $1.6  billion,  including 
17%  in  Seagram,  Bronfman  can  keep 
Cineplex  stock  until  new  manage- 
ment straightens  out  operations. 

Bronfman    recently    teamed    with 


Charles  Bronfman 
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meanwhile,  closer  to  home  . . . 

Even  with  sagging  property  values  and  Donald  Trump's 
high-profile  problems,  the  U.S.  continues  to  hold  the 
world  lead  in  billionaires,  with  62  identifiable  individ- 
uals having  a  net  worth  estimated  at  over  $1  billion  as 
we  go  to  press.  Next,  but  still  far  ahead  of  the  rest  of  the 
world,  are  Japan  (with  40  billionaires) — where  strato- 
spheric real  estate  prices  account  for  16  — and  Germany 

(with  38).  But  a  count  of  62  for  the  U.S.  is  not  the  whole 
story;  there  are  also  37  American  families  (comparable 
to  the  foreign  families  included  on  these  pages)  with 
estimated  net  worths  exceeding  $1  billion.  The  U.S. 
billionaires  will  be  updated  and  covered  in  detail  in  the 
ninth     annual     Forbes     Four     Hundred,     appearing 
in  October. 

Name/Source  of  wealth 

Net  worth 

Name/Source  of  wealth 

Net  worth 

Kluge,  John  Weraei/Metromedia 

$5.2  billion 

Ketkorian,  Kizk/Investments 

1.2  billion 

Buffett,  Warren  Edward/Stoc/c  market 

3.8  billion 

Bechtel,  Stephen  Davison  ]t./ Engineering,  construction 

1.2  billion 

Gates,  William  Henry  UI/Microsoft 

3.2  billion 

Getty,  Gordon  Ptttt/ Inheritance  (oil) 

1.2  billion 

Perelman,  Ronald  Owen/ Leveraged  buyouts 

2.8  billion 

Hill,  Margaret  Hunt/ Inheritance  (oil) 

1.2  billion 

Walton,  Sam  fAooK/Wal-Mazt  Stores 

2.7  billion 

Rockefeller,  Da\id/ Inheritance,  banking,  real  estate 

1.1  billion 

Walton,  Alice  LJ Inheritance  (Wal-Mart  Stores) 

2.7  billion 

Reynolds,  Donald  Worthington/PuWisAing 

1.1  billion 

Walton,  Jim  C./ Inheritance  fWal-Mart  Stores) 

2.7  billion 

Hewlett,  William  Redington/HewlettPackard 

1.1  billion 

Walton,  John  T./ Inheritance  (Wal-Mart  Stores) 

2.7  billion 

Murdoch,  Keith  Rupert/ Puhhshing 

1.1  billion 

Walton,  S.  tLohson/ Inheritance  (Wal-Mart  Stores) 

2.7  billion 

Bass,  Edward  Perry/Oii,  investments 

1.0  billion 

Redstone,  Sumner  Murray/Movie  theaters,  investments 

2.7  billion 

Gaylord,  Edward  Lewis/Media,  real  estate 

1.0  billion 

Newhouse,  Samuel  Irving  )t./ Publishing,  cable  TV 

2.6  billion 

Ziff,  William  Betnatd/ Publishing 

1.0  billion 

Newhouse,  Donald  Edwatd/ Publishing,  cable  TV 

2.6  billion 

U.S.  fomily  fortunes  estimated 
at  over  $1  biUion 

Wexner,  Leslie  Herbert/The  Limited,  Inc. 

2.6  billion 

Arison,  Ted/Carnival  Cruise  Lines 

2.5  billion 

Anthony,  Barbara  Cox/ Inheritance 

2.5  billion 

du  ?ont/ Inheritance  (Du  Pont) 

$10.0  billion 

Chambers,  Anne  Cox/ Inheritance 

2.5  billion 

Cargill/MacMillan/Curs'W,  /;ic 

4.8  billion 

Perot,  Henry  Ross/ Electronic  Data  Systems 

2.5  billion 

Heaist/Inheritance  (media) 

4.4  billion 

Pritzker,  Jay  Arthur/ftna/jaer,  manufacturing 

2.4  billion 

y[e\lon/ Inheritance 

4.2  billion 

Pritzker,  Robert  Mm./ Financier,  manufacturing 

2.4  billion 

Dottance/Campbell  Soup 

3.8  billion 

Taubman,  A.  PAhed/Real  estate,  art 

2.2  billion 

MMiken/Textiles 

2.8  billion 

Bronfman,  Edgar  JiM\cs/ Seagram  Co. 

2.0  billion 

Lilly/ Pharmaceuticals 

2.3  billion 

Bren,  Donald  Letoy/Real  estate 

1.9  billion 

Busch/ AnhcuserBusch 

2.0  billion 

Crown,  I^ester  [and  familyV/n^entance,  industrialist 

1.8  billion 

Phipps/ Inheritance  (steel) 

1.9  billion 

Packard,  David/Hewlett-Packard 

1.8  billion 

Vp'tohn/ Inheritance  (Upjohn  Co.) 

1.9  billion 

Feeney,  Charles  f./Duty  Free  Shoppers 

1.7  billion 

Hu^es/Inheritance 

1.8  billion 

Koch,  Charles  de  Ganahl//n/)entance  (oil  services) 

1.7  billion 

Totd/ Inheritance  (Ford  Motor) 

1.7  billion 

Koch,  David  Hamikon/ Inheritance  (oil  services) 

1.7  billion 

Disney/Walt  Disney  Co.               ' 

1.6  billion 

Helmsley,  Harry  itakmann/ Real  estate 

1.7  billion 

McCaw/McCuw  Cellular 

1.6  billion 

Hillman,  Henry  Lta/Industriahst,  venture  capital 

1.7  billion 

Dayton/Dayton  Hudson 

1.5  billion 

LeFrak,  Samuel  }ayson/Real  estate 

1.7  billion 

Laudet/Cosmetics 

1.5  billion 

Simmons,  Harold  Clatk/ Investments 

1.7  billion 

Colliei/Real  estate 

1.5  billion 

Turner,  Robert  Edward  (Tedj/Turner  Broadcasting  System     1.7  billion 

Rudin/ Real  estate 

1.5  billion 

Davis,  Marvin  Harold/Oi7,  entertainment,  real  estate 

1.7  billion 

Bancroft/Dow  /ones 

1.4  billion 

Stem,  Leonard  Norman/ Pet  supplies,  real  estate 

1.5  billion 

Scripps  [E.W.yinhenlance  (newspapers) 

1.4  billion 

Mars,  Forrest  Edward  St./Candy 

1.5  billion 

Blauste'm/ Inhentance  (oil) 

1.4  billion 

Mars,  Forrest  Edward  ]i./Candy 

1.5  bilhon 

Chandler/Times  Mirror 

1.4  billion 

Mars,  John  Franklyn/Candy 

1.5  billion 

Cullen/Oil 

1.3  billion 

Vogel,  Jacqueline  Mars/Candv 

1.5  billion 

Hall/Hallmark  Cards 

1.3  billion 

Bass,  Robert  Muse/Oil,  investments 

1.4  billion 

Holies/ Publishing 

1.2  billion 

Bass,  Lee  Marshall/Oii,  investments 

1.4  billion 

Nordstrom/  Retailing 

1.2  billion 

Hunt,  Ray  Lee/ Inheritance,  oil,  real  estate 

1.4  billion 

Donnelley//^.  K.  Donnelley  e)  Sons 

1.1  billion 

DeBartolo,  Edward  ]ohn/Shopping  centers 

1.4  billion 

Wattis/Inhentance  (Utah  International) 

1.1  billion 

Annenberg,  Walter  Huhett/ Publishing 

1.4  billion 

Gund/ Inheritance 

1.0  billion 

Milliken,  Roger/Textiies 

1.4  billion 

Temple/ Inheritance  (timber) 

1.0  billion 

Tisch,  Laurence  Allan/Loews  Corp. 

1.3  billion 

Marriott/ Inheritance  (Marriott) 

1.0  billion 

Tisch,  Preston  Robert/ioews  Corp. 

1.3  billion 

V/eyerhaeuser/ Inhentance  (timber) 

1.0  billion 

Kauffman,  Ewing  Marion/Marion  Laboratories 

1.3  billion 

Weis/Weis  Markets 

1.0  billion 

Anschutz,  Philip  Frederick/ Oii,  railroads 

1.3  billion 

Durst  brothers/i?ea7  estate 

I.O  billion 

Cooke,  Jack  Kent/Real  estate,  investments 

1.3  billion 

Allen/Stock  market,  real  estate 

1.0  billion 

Icahn,  Carl  Celian/Pinancier 

1.3  billion 

Bacardi/  Liquor 

1.0  billion 

Bass,  Sid  Richardson/Oi7,  investments 

1.2  billion 

Brown/ Whiskey 

1.0  billion 

FORBES,  JULY  23,  1990 


189 


I 


Robert  Maxwell  in  an  unsuccessful 
bid  for  the.  Jerusalem  Post  Claridge  has 
over  $60  million  invested  in  Israel;  a 
spokesman  says  Bronfman  is  looking 
for  more  Israeli  investments  to  "dem- 
onstrate his  faith."  He  also  owns  the 
Montreal  Expos. — Manjeet  Kripalani 


KENNETH  COLIN  IRVING 
AND  FAMILY 

New  Brunswick's  economic  miracle 

Over  the  past  year  the  Irving  family 
has  been  elbowing  its  way  hard 
into  the  U.S.  Two  years  ago  they  had 
three  gasoline  stations  in  Maine;  now 
they  have  200,  plus  25  in  New  Hamp- 
shire. In  addition,  the  Irvings  own  2 
million  acres  of  timber  in  Canada's 
Maritime  Provinces  and  in  Maine;  pa- 
per mills;  Canada's  largest  and  most 
efficient  oil  refinery;  more  than  1,000 
service  stations;  trucking  companies; 
one  of  Canada's  best  shipyards;  and  a 
fleet  of  ships.  Not  to  mention  the 
entire  English-language  press  in  New 
Brunswick. 

A  living  legend  at  91,  K.C.  Irvmg 
started  with  a  single  gas  station  in 
1924  and  today  controls  his  kingdom 
from  his  estate  in  Bermuda  or  his 
summer  penthouse  in  St.  John,  New 
Brunswick.  His  three  sons,  fames,  Ar- 
thur and  Jack  (known  among  employ- 
ees at  petroleum-based  Irving  as 
"Oily,  Greasy  and  Gassy"),  are  college 
dropouts — like  their  father.  They 
manage  the  day-to-day  functions. 

In  many  ways,  the  Irving  empire  is 
run   much   like   the   comer  grocery 


store,  which  could  someday  cause 
problems  in  so  vast  a  business.  But  so 
far  the  publicity-shy  Irvings  have 
done  just  fine,  thank  you.  With  a  net 
worth  of  $5  billion  and  growing,  the 
Irvings  continue  to  provoke  wrath 
and  inspire  awe.  They  have  political 
influence  and  they  know  how  to  use 
it. — Manjeet  Kripalani 


GALEN  AND  GARRT 
WESTON 

Hyperflop  cleanup 

Galen  Weston,  age  49,  controls 
George  Weston  Ltd.  from  Toron- 
to, while  his  brother  Garry,  62,  in 
London,  quietly  rules  giant  Associat- 
ed British  Foods. 

The  enterprising  Galen  has  been 
cleaning  up  a  mistake:  his  decision  in 
the  late  Seventies  to  open  hypermar- 


Galen  Weston 


K.C.  Ining 


kets  across  Canada.  The  stores  were 
successful  in  wide-open  western  Can- 
ada, but  they  bombed  in  eastern 
Canada. 

What  to  do?  Galen  Weston  convert- 
ed some  of  the  hypermarkets  into  reg- 
ular Loblaws  Supermarkets,  Canada's 
largest  supermarket  chain  (Loblaws  is 
a  George  Weston  division).  Most  of 
the  remaining  space  has  been  convert- 
ed into  department  stores,  movie  the- 
ater complexes  and  fast-food  outlets. 
George  Weston  currently  is  focusing 
on  what  it  does  best:  food  processing 
and  distribution. 

In  London,  brother  Garry  owns 
63%  of  ABF,  which  provides  a  third  of 
Britain's  bread  and  owns  top-selling 
brands  such  as  Twinings  tea.  After 
selling  such  assets  as  Gateway  Pic. 
last  year  (see  Germany's  Erivan  Haiib), 
ABF  is  now  sitting  on  nearly  $2  billion 


Garry  Weston 


in  cash.  Observers  reckon  that  Garry 
Weston  might  bid  a  second  time  for 
Berisford,  the  U.K.'s  largest  sugar 
company. 

Garry  Weston  is  cautious;  he  re- 
portedly takes  the  underground  to 
meet  his  bankers.  Extroverted  Galen 
IS  well  known  in  Britain,  where  he 
spends  two  months  a  year,  for  playing 
polo  with  Prince  Charles. 

All  of  which  would  make  the  origi- 
nal George  Weston,  who  was  a  baker's 
apprentice,  proud.  The  family  hold- 
ings in  Weston  Ltd.  and  abf  are  up  to  a 
total  of  $2.7  billion. — Manjeet  Kripalani 


PAUL,  ALBERT  AND  RALPH 
REICHMANN 

The  $6  billion  canary 

Easily  Canada's  wealthiest  family, 
with  a  combined  fortune  of  $9  bil- 
lion, the  Reichmanns  can  take  in 
stride  the  much-reported  crumbling 
of  Campeau's  empire,  in  which  they 
have  a  $600  million  investment. 

But  can  they  take  in  stride  the  gen- 
eral weakening  of  the  real  estate  mar- 
ket in  the  U.S.  and  the  problems  of 
their  $6  billion  Canary  Wharf  project 
in  London? 

Probably.  Their  base  is  50  million 
square  feet  of  prime  real  estate  in 
North  America  alone.  Mortgages  on 
the  family's  properties  in  New  York, 
where  their  Olympia  &.  York  owns  25 
million  square  feet,  suggest  that  the 
Reichmanns  have  financed  their  deals 
with  roughly  as  much  equity  as 
debt — pretty  conservative  leverage  for 
property  developers. 

The  Reichmanns  also  own  a  $5- 
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A  freshly-baked  loaf 

of  French  bread  when 

you  leave.  That's  Sofifel, 

in  six  U.S.  cities 

where  your  business 

fakes  you.  Comfortable. 

Stylish.  Modern.  Superb 

cuisine.  With  a  welcome 

touch  of  France.  And 

moderate  in  size, 

for  personal  attention, 

including  concierge 

service.  Sofitel.  Just 

ask  your  travel  agent 

or  call  ResinTer, 

1-800-221-4542. 
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Paul  Reicimuuin 


Peter  Redman  Financul  Post 


billion-plus  portfolio  of  blue-chip  Ca- 
nadian energy-,  land-  and  industry- 
related  stocks.  And  they  are  planning 
to  take  their  giant  gw  Utilities 
private. 

But  huge  Canary  Wharf  is  off  to  a 
rocky  start.  Currently  about  20%  of 
the  proposed  1 1  million  square  feet 
has  been  committed.  Rents  in  the 
City  of  London  have  dropped  by  al- 
most 20%,  and  U.K.  real  estate  mar- 
ket observers  say  the  brothers  have 
been  offering  competitive  tenant  in- 
ducements. Yet  the  Reichmanns  are 
looking  even  further  afield:  Olympia 
&.  York  is  proposing  a  $250  million, 
60-story  office  tower  in  downtov/n 
Moscow  and  bidding  with  a  consor- 
tium of  Japanese  banks  to  design  of- 
fice buildings  on  15  million  square 
feet  in  Tokyo. 

The  Toronto-based  Reichmarms 
have  come  a  long  way  since  the  fam- 
ily fled  Austria  in  1938.  They  are 
highly  regarded  in  property  circles  for 
their  intelligence,  honesty  and  quali- 
ty work.  Still,  the  weak  property  mar- 
kets here  and  in  London  will  test  their 
skills. — Manjeet  Kripalani 


KENNETH  ROT  THOMSON 

Working  on  Hudson's  Bay 

TIhe  reigning  Lord  of  Fleet,  66,  con- 
solidated the  family's  far-flung  me- 
dia and  leisure  travel  businesses  last 
year  into  Thomson  Corp.  By  one 
count  it  is  the  world's  fourth-largest 
media  conglomerate,  after  Time 
Warner,  Bertelsmann  and  Capital  Cit- 
ies/ABC.  The  group  owns  over  200 
U.S.  and  Canadian  publications,  in- 
cluding the  Toronto  Globe  and  Mail 
and  American  Banker. 

Meanwhile,  the  big  U.K.  travel 
business  was  down  last  year,  in  part 
because  of  high  interest  rates.  And 


Thomson's  1979  acquisition  of  75% 
of  Canada's  Hudson's  Bay  Co.  has  yet 
to  prove  itself.  Son  and  heir  apparent 
David,  33,  was  reportedly  involved  in 
turning  around  one  of  the  Bay's  sever- 
al chains  (Zellers);  and  recently  ana- 
lysts have  been  sounding  optimistic 
on  the  rest.  Thomson  wants  to  spin 


Kenneth  Thomson 


off  Markborough  Properties,  Hud- 
son's Bay's  real  estate  subsidiary  that 
represents  a  big  chunk  of  Hudson's 
market  value. 

Unlike  his  flamboyant  father,  Roy 
Thomson,  Kenneth  Thomson  lives 
modestly,  tending  his  200  valuable 
Cornelius  Krieghoff  paintings,  his 
rare  ivory  carvings— and  70%  of 
Thomson  Corp.,  recently  worth  near- 
ly $5  billion. — Manjeet  Kripalani 


EATON  FAMILY 

Success  breeds  cohesion 

TIhe  legacy  of  the  first  Eaton  in  Can- 
ada (Timothy,  an  Irish  emigre  who 
opened  his  Toronto  store  in  1869)  cur- 
rently is  worth  some  $1.3  billion  to 
his  great-grandchildren.  They  preside 
over  Eaton's,  Canada's  largest  retailer 
after  Sears,  Roebuck:  110  stores  na- 
tionwide, with  estimated  profits  of 
$50  million. 

The  Eaton  family  is  by  now  as  Ca- 
nadian as  the  maple  leaf:  One  out  of 
five  Canadians  has  worked  for  Eaton's 
at  some  time.  In  Toronto  Eaton  Cen- 
tre and  Eaton's  flagship  store  have 
become  major  tourist  attractions. 

Of  the  current  generation  Fredrik 
Stefan,  52,  is  the  chairman  of  T.  Eaton 
Co.,  the  retailer.  His  brother  George 
Ross,  44,  is  the  president.  Another 
brother,  John  Craig,  53,  runs  holding 
company  Eaton's  of  Canada  with  his 
brother  Thor,  47. 

The  Eatons  also  own  52%  of  Baton 
Broadcasting,  the  private  Canadian 
television  broadcaster. 

If  there  is  a  weak  spot,  it  is  a  small 
one:  Simpsons,  the  Toronto-area  de- 


partment store  chain  that  is  con- 
trolled by  the  Thomsons  (which  see), 
has  a  store  next  to  the  Eaton  Centre. 
Some  Toronto  shoppers  say  that  the 
Simpsons  store  is  better  on  quality 
and  image. 

On  the  other  hand,  the  Eaton  family 
has  not  prospered  for  a  century 
through  complacency. 

With  all  those  brothers,  you  would 
expect  family  infighting,  but  none  is 
discernible.  "The  decision  making  is 
remarkably  cohesive,"  says  William 
Chisholm,  retailing  analyst  at 
Loewen,  Ondaatje.  "You  might  even 
say  boring."— Manjeet  Kripalani 
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Fredrik  Eaton 


Photos  bv  Brian  Condron/Financial  Post 


John  Craig  Eaton 
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ConAgra  developed  Healthy 
Choice  low-cholesterol  dinners  so 
people  can  better  control  a  key 
source  of  dietar\'  risk.  And 'ConAgra 
takes  ecjLial  care  to  manage  its  own 
financial  health. The  result.  Competi- 
ti\e  prices  in  their  frozen  foods  and  a 
liealthy  bottom  line. 

Consider  the  way  they  manage 
li\estock  prices— a  key  inxentory  cost. 
j*feB.         (^  iittle  prices  can  jump  up  or  down 
^^ l.^^'s   5  percent  or  more  oxernight. 
ConAgra  protects  itself  with 
cattle  futures  and  options  on 
'"  ^      the  Chicago  Mercantile 
l:\change.That  helps  keep 
prices  competiti\e  at  the 
grocery  stcMc  shelf  And  pro- 
vides profitability'  insurance 
for  ConAgra— a  small  expenditure 
that  caii  reduce  big  risk  to  manage- 
able proportions. 

ConAgra  also  adds  CME  futures 
and  options  to  its  financial  diet  to 
limit  ir^  sliorf-term  interest  expense. 
■»— ^  -         Plus  foreign  currency 

iH'f^/^yi^^'l^    O  CCl^^  I       futures  and  options  to 
JL  M^X^J^^^Lk.  d^^V^C*  [Motecr  its  export 

earnings  overseas.  And 
soon,  the  VN'orld's  largest  futures  and 
options  market  will  be  available  to 
them  24  hours  a  day  via  GLOBEX® 
the  CAIF:'s  new  electronic  trading 

system. 

ConAgra 
is  known  (or 
its  healthy 
choices— 
^^^fiSSt^i  through 

good  times 
and  bad. 
One  reason 
why  may  be 
the  company's  skillful  use  of  futures 
and  options  on  the  Chicago  Mer- 
cantile Exchange.  We  help  smart 
businesses  manage  risk. 

^^&v.  CHICAGO 
KSBs:  MERCANTILE 
^'/'  EXCHANGE 

The  Exchange  of  Ideas 

-800-33f-3332  (US  toll-free).  1-31 2-Q30-821 3  (Chicago),  44-7 1-920-0722  (London),  813-5^)5-2251  (Tokyo) 


DENMARK 


KRISTIANSEN  FAMILY 

The  perfect  toy 

A  For  four  decades  the  Kristian- 
sens  have  been  producing  those 
ubiquitous  httle  plastic  Lego  con- 
struction bricks.  Lego  Group  is  a 
closely  held,  secretive  company.  Sales 
are  an  estimated  $700  million,  up 
15%  last  year.  The  family  is  worth  $1- 
billion-plus. 

Lego  Group  was  founded  in  1932  in 
the  small  Jutland  town  of  Billund,  by 
carpenter  and  joiner  Ole  Kirk  Chris- 
tiansen (the  younger  generation 
changed  the  spelling).  At  first  he  made 
ironing  boards,  stepladders  and  wood- 
en toys.  The  name  Lego  comes  from 
the  Danish  Icggodt.  or  "play  well." 

In  1949  Christiansen  tried  plastic 
bricks.  By  1958  the  last  interlocking 
configuration,  in  use  today,  was  per- 
fected. (Six  of  the  eight-stud  bricks 
can  be  combined  in  102,981,500 
ways — this  is  not  counting  colors.) 

Ole's  son  Godtfred  Kirk  Christian- 


sen saw  that  his  father's  little  bricks 
fulfilled  his  ten  principles  defining 
the  ideal  toy: 

•  unlimited  variations  for  play 

•  no  time  limit  on  play 

•  good  for  all  ages 

•  for  boys  and  girls  alike 

•  good  all  year  round 

•  never  out  of  date 

•  safe  and  of  good  quality 

•  stimulating,  but  with  no  fighting 

•  encourages  imagination 

•  and  the  more  of  it  the  kid  buys,  the 
better  the  toy  gets. 

It's  those  add-on  purchases  that 
keep  Godtfred,  now  70,  and  his  son, 
current  president  Kjcld  Kirk  Kristian- 
sen,  42,  smiling.  Rather  than  just  re- 
placing older  Lego  bricks,  new  shapes 
and  sizes  revive  and  enhance  the  toy. 
Now  Lego  even  sells  software  to  com- 
puter-control Lego  constructions.  For 
those  who  want  to  see  the  toy's  full 
potential,  there's  the  Legoland 
amusement  park  in  Denmark,  com- 
plete with  Lego  cities  and  Lego  Statue 
of  Liberty,  as  well  as  Lego  Mount 
Rushmorc— William  Hcuslein 


GREECE 


STAVROS  NIARCHOS 

Greek  tragedy 

h  .  This  legendary  shipowner  and 
archrival  of  the  late  Aristotle 
Onassis  likes  to  call  himself  a  "first- 
generation  Niarchos."  His  father  mar- 
ried the  daughter  of  a  prosperous  grain 
miller  from  Piraeus,  then  immigrated 
to  Buffalo,  N.Y.  The  couple  grew 
homesick.  On  July  3,  1909,  three 
months  after  they  returned  to  Piraeus, 


IvMp.l 


stai  ros  Niarchos  and  sons 


Kjeld  Kirk  Kristianseii 


Stavros  was  born.  He  eventually  went 
to  work  in  the  family  flour  mill. 

The  young  man  saw  that  most  of 
the  mill's  wheat  was  imported,  and  he 
realized  he  could  save  the  mill  money 
by  buying,  instead  of  chartering,  ships 
to  transport  the  grain.  In  1935  he 
bought  his  first  ship,  reportedly  for 
$50,000.  A  decade  later  he  began  con- 
vincing major  oil  companies  to  sign 
long-term  charters  for  yet  unbuilt 
tankers.  He  then  parlayed  the  con- 
tracts into  financing  for  ships. 

Rivalry  with  Aristotle  Onassis 
spurred  Niarchos  to  build  Greece's 
first  shipyard,  in  1957.  Onassis  coun- 
tered by  founding  Olympic  Airways. 
The  rivalry  did  not  stop  at  business. 
As  in  a  Greek  tragedy,  in  1947  Niar- 
chos married  Eugenia  Livanos,  daugh- 
ter of  another  famous  Greek  shipping 
magnate.  It  was  one  year  after  Onassis 
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had  married  Eugenia's  sister,  Tina. 
Eugenia  died  in  1970  of  an  overdose  of 
sleeping  pills. 

In  1971,  after  a  brief  marriage  to 
Charlotte  Ford,  Niarchos  married 
Tina  Livanos  Onassis,  by  then  Aris- 
totle's ex-wife  and  mother  of  Christi- 
na Onassis.  Like  her  sister  Eugenia, 
Tina  died  of  an  overdose  of  sleeping 
pills,  in  1974. 

While  his  private  life  has  been  trag- 
ic, Niarchos  has  triumphed  in  busi- 
ness. He  currently  owns  24  vessels 
worth  an  estimated  $300  million — 8 
tankers  and  16  bulk  carriers.  At  81,  he 
has  far  more  than  ships:  a  substantial 
portfolio  of  U.S.  Treasurys,  blue-chip 
stocks,  real  estate  and  gold  and  one  of 
the  world's  finest  private  collections 
of  Impressionist  art,  much  of  it  at  his 
18th-century  Hotel  de  Chanaleilles  in 
Paris.  Forbes  found  an  estimated  $1.2 
billion  of  net  worth. — Spyros  Manolatos 


JOHN  LATSIS 

A  Greek  bearing  gifts 

John  Latsis,  80,  keeps  a  model  of 
the  ferry  he  worked  on  in  his 
office,  lest  he  forget  his  humble  ori- 
gins. Bom  to  a  poor  family  from  the 
Peloponnisos,  Latsis  was  at  first  a 
fisherman,  then  a  baggage  handler  on 
the  Aegean  ferries.  He  got  his  break  in 
the  1930s,  when  he  became  the  Euro- 
pean representative  for  United  Molas- 
ses of  Egypt.  Through  Arab  contacts 
he  got  financing  for  two  ships  based 
on  a  contract  to  transport  Muslim  pil- 
grims to  Mecca.  He  eventually  be- 
came close  friends  with  King  Idris  of 
Libya  and  President  Nasser  of  Egypt. 
It  is  believed  he  lent  his  whole  fleet  to 
Egypt  in  its  1967  war  with  Israel. 
Latsis    reportedly    bought    fellow 


John  Latsis 


Greek  shipping  tycoon  Stavros  Niar- 
chos' yacht,  the  Atlantis,  for  $35  mil- 
lion and  gave  it  to  King  Fahd  of  Saudi 
Arabia.  Renamed  the  Abdul  Aziz,  this 
is  the  yacht  often  described  as  the 
most  opulent  in  the  world.  From  such 
generosity  have  come  lucrative  con- 
tracts. One  of  Latsis'  most  recent  proj- 
ects is  a  50-50  joint  venture  with  Pe- 
tromin,  the  Saudi  state  oil  company — 
the  new  $3.5  billion  refinery  in  Ra- 
bigh  near  the  Red  Sea. 

Latsis'  oil  interests  are  held  under 
Petrola  International.  For  construc- 
tion work,  he  uses  his  Geneva-based 
Societe  Generale  pour  I'lndustrie.  He 
owns  Banque  de  Depots  of  Geneva 
equity,  $177  million.  In  1989  Latsis 
founded  Private  Bank  &  Trust  Co.  in 
London  with  what  is  thought  the  larg- 
est initial  equity  ever  approved  by  the 
Bank  of  England — £100  million.  His 
umbrella  company  is  Interlatsco,  of 
Luxembourg. 

Latsis  is  married  to  his  childhood 
sweetheart.  They  have  two  daughters 
and  one  son,  Spyros,  who  has  a  doctor- 
ate from  the  London  School  of  Eco- 
nomics and  is  being  groomed  in  Gene- 
va to  take  over  the  business — and  be 
generous. — Spyros  Manolatos 


60ULANDRIS  FAMILY 

Will  the  coiisins  return-' 

All  32  first  cousins  in  this  close- 
ly knit  Greek  shipowning  fam- 
ily hail  from  the  island  of  Andros, 
whose  tradition  of  commerce  dates  to 
ancient  times.  The  family  fortune 
was  created  by  the  cousins'  grandfa- 
ther. Captain  loannis  Goulandris.  The 
captain's  grandsons  now  tend  to  a 
shipping-real-estate-art-liquid-invest- 
ments fortune  that's  estimated  at  $1 
billion-plus. 

There  are  three  basic  branches  of 
Goulandrises.  N.J.  Goulandris,  based 
in  Zurich,  has  the  largest  shipping 
fleet,  6  tankers  and  13  bulk  carriers.  A 
second  branch  operates  as  Goulandris 
Bros.,  based  in  London,  with  4  bulk 
carriers.  The  third  branch  goes  by  the 
corporate  name  Orion  ik  Global  Char- 
tering, with  principal  offices  in  New 
York  and  London. 

Orion  ik  Global  liquidated  its  25 
vessels  in  1986-87  to  continue  diver- 
sifying into  real  estate  throughout  the 
U.S.  and  London,  and  even  Greece. 
Among  other  things,  Orion  owns  its 
office  building  at  29  Broadway  in  New 
York.  This  branch  may  be  the  richest: 
In  1985,  before  selling  the  ships,  Ori- 
on could  show  $500  million  in  liquid 
assets. 

The  Goulandris  family  is  now  dip- 


ping a  toenail  into  Greece.  Early  this 
year  the  cousins  teamed  up  with  fel- 
low Greek  shipping  magnates  Vardi- 
noyannis  and  Livanos  to  buy  the  de- 
funct Bank  of  Chios  from  the  state- 
controlled  National  Bank  of  Greece 
for  nearly  $17  million.  The  money  is 
not  significant  to  them,  but  the  move 
might  be. 

This  is  one  of  the  first  attempts  by 
the  Greek  government  at  privatiza- 
tion, after  years  of  would-be  social- 
ism. These  shipowners,  who  typically 
keep  their  business  assets  far  away 
from  Greece,  are  giving  their  home- 
land a  small  try. — Spyros  Manolatos 


UNITED 
KINGDOM 


GERALD  CAVENDISH 
GROSVENOR 

Longtemi  view 

TIhe  Grosvenor  Estate  has  always 
been  a  long-term  investor,"  says 
Daryl  Delmotte,  who  runs  Grosvenor 
International  Holdings  Ltd.,  the  es- 
tate's Vancouver-based  international 
investment  operation.  It's  an  outlook 
that  turned  a  17th-century  snipe  bog 


Gerald  Cavendish  Grosvenor 

dowry  into  a  $3-billion-plus  global 
property  empire  controlled  by  Gros- 
venor, sixth  Duke  of  Westminster, 
now  38.  Its  core  holdings  are  in  Lon- 
don's Mayfair  and  Belgravia  but 
spread  as  far  as  North  American  shop- 
ping centers  and  an  Australian  sheep 
station. 

Some  of  that  is  a  10%  to  20%  piece 
of  over  $2  billion  in  partnerships  with 
institutional  investors,  pension  funds 
and  big  private  individuals,  for  which 
Grosvenor  supplies  advice  as  well  as 
equity.  They  invest  with  a  ten-year 
time  horizon,  strictly  in  English- 
speaking  countries,  where  the  culture 
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and  legal  systems  are  familiar. 

Grosvenor's  favorite  choice:  Van- 
couver, B.C.,  burgeoning,  clean,  pleas- 
ant, and  full  of  Hong  Kong  flight  capi- 
tal. The  U.S.  ranks  high,  too.  Grosve- 
nor  recently  launched  a  partnership 
with  Sweden's  Lundbergs  (which  see) 
that  picked  as  its  first  project  a  $75 
million  office  building  in  Sacramento, 
Calif.  Buy  or  build  North  American 
West  Coast,  Delmotte's  saying,  but 
stick  to  quality.  No  snipe  bogs, 
please. — William  Heuslein 


ROBERT  MAXWELL 

Growing  empire 

I  love  America,"  Robert  Maxwell 
says.  And  well  he  should.  Maxwell 
Communication  Corp.,  once  a  hum- 
drum, low-margin  printer,  is  now  a 
high-profile  publisher,  with  90%  of 
its  assets  and  80%  of  its  sales  and 
operating  profits  in  the  U.S.  The  hold- 
ings include  Macmillan,  Official  Air- 
line Guides  and  Pcrgamon  Press. 


< )  NcilL'S\T(ma 


Robert  Maxwell 


Maxwell,  67,  and  his  family  own 
53%  of  Mcc,  which  is  worth  $1.2  bil- 
lion. There's  also  his  private  Mirror 
Group — primarily  British  newspa- 
pers— worth  an  estimated  $500  mil- 
lion, and  Pergamon  Holdings,  a  pri- 
vate investment  company. 

He's  currently  in  a  whirl  of  new 
activity:  an  English-language  pan-Eu- 
ropean weekly,  launched  in  May  to 
mixed  reaction;  40%  of  a  Hungarian 
newspaper,  Magyar  Hirlap;  and  many 
Israeli  investments. 

The  latter  include  one-third  of 
Maariv,  Israel's  second-largest  news- 
paper; 18%  of  Teva  Pharmaceutical; 
and  27%  of  a  maker  of  electronic 
graphics  equipment.  "I'm  a  great  be- 


liever that  peace  will  eventually  come 
to  the  area,"  Maxwell  told  Forbes.  He 
may  also  be  betting  on  Israel's  in- 
creasing moves  to  privatize  its  heavi- 
ly socialized  economy.  Whatever,  he 
believes  in  it  enough  to  put  in  $200 
million  so  far. — William  Heuslein 


OCTAV  BOTNAR 

Panamanian  puzzle 

If  one  is  to  believe  Octav  Botnar,  he 
no  longer  has  any  stake  in  or  con- 
trol over  the  giant  Nissan  UK  auto 
distributor  he  founded  in  1968.  He  has 
told  the  press  that  he  "gave"  his 
71.5%  ownership  in  nuk,  now  worth 
$1.2  billion,  to  a  Panamanian  charita- 
ble trust  in  1975. 

A  Panamanian  trust  is  a  great  way 
to  stash  cash,  pay  no  tax,  retain  con- 
trol and  regain  ownership  at  will.  Un- 
der Panamanian  law,  your  charitable 
trust  can  be  revocable  and  you  can 
name  yourself  beneficiary.  And  you 
do  not  have  to  distribute  income  un- 
less you  want  to.  Fiduciaries,  repre- 
sentatives, employees  governmental 
or  private — anyone  involved — must 
keep  strict  secrecy  or  draw  up  to  six 
months  in  jail  and  fines.  However, 
the  one  thing  you  will  probably  not 
do  is  actually  transfer  any  assets  to 
Panama. 

As  the  sole  distributor  of  Nissan, 
Botnar  supplies  6.2%  of  England's  au- 
tos,  and  nuk  (sales,  $1.9  billion)  is  a 
model  of  vertical  integration.  It  owns 
land  at  the  ports  of  Bristol  and  Tee- 
side,  where  cars  are  unloaded;  the 
trucks  to  haul  cars;  and  200  of  the  420 
outlets.  His  retail/financing  arm  was 
split  off  last  year  as  a  separate  entity 
and  sold  to  Union  Bank  of  Switzer- 
land in  Luxembourg.  Cut  through  all 
the  international  tax  law  complexity. 


and  what  you  find  is  a  very  smart 
billionaire  whose  money  will  serve  a 
greater  common  good — but  who  will 
remain  in  firm  control  for  as  long  as 
he  wants. — Dolores  Lataniotis 


DAVID  SAINSBURT 
AND  FAMILY 

It  pays — and  costs — to  keep  up 

Tlhat  perennially  excellent  perform- 
er on  the  U.K.  retail  scene,  J  Sains- 
bury  Pic,  is  investing  heavily  in  the 
future  of  affluence.  Its  quality-con- 
scious customers  are  more  mobile,  so 
Sainsbury's  is  building  modem  food 


Tnph.mv  liinxc  Works 


Dai  id  Sainsbury 


Octav  Botnar 


superstores  on  the  edge  of  town,  away 
from  the  traditional  High  Street  gro- 
cery outlets  in  town. 

The  expansion  doesn't  come  with- 
out cost.  Good  retail  locations  in  Brit- 
ain are  prized  and  costly.  Interest 
charges  are  mounting,  along  with  la- 
bor costs:  This  spring  Sainsbury's  had 
to  give  an  extra  1 1  %  in  pay  to  de- 
crease staff  turnover.  Last  year  sales 
topped  $12  billion,  but  the  company's 
growth  rate  has  slowed  by  about  2% . 

Sainsbury's  has  hedged  its  U.K.  bets 
with  a  modest  U.S.  diversification: 
Shaw's  Supermarkets,  based  in  East 
Bridgewater,  Mass.,  has  66  food  stores 
throughout  New  England.  Its  1989 
sales  were  $1.7  billion. 

David  Sainsbury,  49,  deputy  chair- 
man, is  likely  to  succeed  the  current 
chairman,  his  cousin  Lord  Sainsbury, 
62,  great-grandson  of  the  founder. 
Whatever  happens,  the  family  will  re- 
tain the  luxury  of  thinking  long  term: 
It  has  around  half  the  stock;  David 
alone  has  25%.  Which  helps  explain 
Sainsbury's  financial  respect — wit- 
ness a  recent  market  cap  of  $7.6  bil- 
lion— along  with  all  that  consumer 
respect. — William  Heuslein 
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Tenneco: 

an  emphasis 

on  innovation 


We  fcKiis  on  new 
ideas  for   the   future  at 
Tenneco.  When  the  market 
for  fanii  equipment  was  down, 
we  invested  in  new  product  lines 
in   time   tor   the   upturn.   We 
developed  a  computerized  cus- 
tomer communications  tcxil  for 
our  gas  pipelines.  New  micro- 
waveahle   products   in   our 
packaging  company.  New 
flame  retardants  forclothing 
in  our  chemical  company. 
High-tech  modular  con- 
stniction  techniques  in 
our  shipbuilding  com- 
pany. And  "smart" 
suspeivsion  systems 
plus    electronic 
mufflers  in  our 
automotive 
company. 


The  point   is 

innovation.  TTiat  swhat 

keeps  Tenneco  an  ini.lus- 

trial  leader,  wt)rldwide. 

Call  1-800- 345-9027 

to  learn  more. 


Tenneco  Gas  •  J I  Case  (farm  and  construction  equipment)  •  Newport  News  Shipbuilding  •  Tenneco  Automotive 
Packaging  Corporation  of  America  •  Albright  &.  Wilson  (specialty  chemicals)  /  Tenneco  Minerals. 


SAMUEL,  LORD  VESTET 
AND  EDMUND  VESTET 

Butchers  on  the  block.'' 

TIhe  Vestey  family  built  its  $2  bil- 
lion fortune  over  the  last  century 
by  importing  meat  to  nourish  Brit- 
ain's growing  masses.  They're  still  a 
classic  case  of  global,  vertical  integra- 
tion: tightly  controlled  from  the  top, 
raising,  shipping,  insuring  and  storing 


Tophanvlnugc-  Wurict 


Samuel,  Lord  Vestey,  and  Fdmund  Vestey 

meat  for  wholesale  and  retail. 

At  the  top:  Lord  Vestey  (Samuel), 
49 — and  cousin  Edmund,  58.  They 
make  major  decisions  jointly,  govern- 
ing at  least  200  very  private  compa- 
nies on  six  continents  with  visible 
annual  turnover  of  over  $2  billion. 

There  is  J.H.  Dewhurst  Ltd.,  Brit- 
ain's largest  retail  butcher,  with  1,200 
outlets.  It's  been  catering  to  affluent 
clients  with  "personal  service"  and 
"custom  cuts,"  but  there  is  competi- 
tion for  such  retailers  from  cost-effi- 
cient supermarkets.  Managing  direc- 
tor Colin  Cullimore  mourns  that 
1989  was  quite  the  worst  for  Britain's 
meat  retail  trade  in  his  25  years  of 
running  the  business  for  the  Vesteys. 

Dewhurst  has  been  sinking  huge 
sums  into  buying  competition  as  the 
retail  butcher  industry  consolidates. 
That  strategy  could  pay  off  long  term, 
even  if  Dewhurst  doesn't:  Insiders  fig- 
ure the  Vesteys  could  close  Dew- 
hurst, still  sell  meats  at  wholesale — 
and  make  a  killing  selling  all  those 
butcher  shops  to  Britain's  location- 
conscious  retailers. — William  Heuslein 


SIR  JOHN  MOORES 

Beyond  mail  order 

In  an  economy  hit  by  high  interest 
rates,  British  retailing  has  become 
cutthroat.  Sales  are  sluggish,  profits 
weak.  Yet  the  British  consumer,  more 
affluent  after  the  Thatcher  decade,  is 
getting  a  bit  more  fussy.  Downscale  is 
defnitely  out,  and  that's  a  problem  for 
Sir  John  Moores'  Liverpool-based 
Littlewoods  Organisation  Pic,  one  of 
the  U.K.'s  largest  private  companies. 
The  mail-order  catalog  business, 
viewed  as  somewhat  declasse,  has 
been      in      serious      decline.      So 


Littlewoods,  headed  by  55-year-old 
Desmond  Pitcher,  is  trying  its  Index 
catalog  showrooms,  a  retail  concept 
until  now  dominated  in  Britain  by 
Argos,  recently  part  of  B.A.T.  The  cat- 
alog is  in -a  real  store,  the  goods  ready 
in  a  warehouse  in  back. 

So  far,  success.  Littlewoods  is  ag- 
gressively opening  new  stores,  taking 
a  loss  last  year  to  get  up  to  79  new 
units.  Sixteen  additional  openings  arc 
planned  for  1990,  but  analysts  expect 
Index  to  break  even  this  year. 
Littlewoods'  overall  pretax  profits  fell 
to  $108  million  last  year,  from  $121 
million  in  1988.  Meanwhile,  Sir  John, 
94,  worth  over  $  1  billion,  is  content  to 
count  the  profits  from  his  dominant 
position  as  a  soccer-pool  operator,  his 
first  business  and  the  basis  for  his 
success. — William  Heuslein 


ITALY 


FERRUZZI  FAMILY 

Renaissance  man 

Tlhc  empire  created  by  the  late  Sera- 
fino  Fcrruzzi  is  run  by  son-in-law 
Raul  Gardini,  57.  The  Ferruzzi  Group 
(revenues,  $40  billion)  owns  Indiana 
feed  producer  and  oilseed  processor 
Central  Soya.  The  Chicago  Board  of 
Trade  imposed  an  emergency  liquida- 
tion order  on  the  soybean  market  last 
summer  to  avert  the  possibility  that 
Ferruzzi  and  Central  Soya  might  cor- 
ner soybeans.  Ferruzzi  officials  main- 
tain  that   they  were   trading  legiti- 


The  rising  tide  that  lifted  most  Brits 


Y'es,  British  inflation  is  running 
at  nearly  10%,  interest  rates 
stay  stuck  at  15%,  and  everybody's 
braced  for  recession.  But  look  back 
on  the  Thatcher  decade  for  some 
perspective.  The  British  standard 
of  living  is  far  better  today  than  in 
1980.  The  improvement  is  reflect- 
ed in   the   U.K.   billionaires'  for- 


tunes. Octav  Botnar  with  his  Nis- 
san automobiles,  for  instance,  ben- 
efited, as  did  the  Sainsburys  with 
their  premium  groceries  and  larger, 
edge-of-town  supermarkets.  The 
Duke  of  Westminster's  land  values 
went  up.  But  as  every  smart  busi- 
nessman knows,  past  performance 
does  not  guarantee  future  success. 
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When  it  comes  to  on-time  deKvery, 
they're  overnight  sensations. 

They  move  over  20  million  pounds  of  freight  daily,  serving 

more  than  50,000  communities  in  35  states  and  Eastern  Canada. 

These  are  the  CF  companies  specializing  in  next  day  delivery 

for  regional  shippers:  Con-Way  Western  Express  (CWX) 

in  California,  Arizona  and  Nevada;  Con-Way  Central  Express 

(CCX)  in  the  Midwestern  States;  Con-Way  Eastern  Express 

(CEX)  throughout  the  Northeastern  States  and  Eastern  Canada; 

Con-Way  Southern  Express  (CSE)  in  the  Southeast; 

Con-Way  Southwest  Express  (CSW)  in  Arkansas, 

Louisiana,  Oklahoma  and  Texas. 

Five  regional  carriers,  serving  five  distinct  geographical 

areas.  Each  is  independent  with  its  own  identity,  equipment 

and  work  force.  And  each  builds  on  the  established  strengths  of 

Con-Way  Transportation  Services,  part  of  The  CF  Company. 

So  you  can  depend  on  their  financial  stabihty,  modem  fleet  and 

service  centers,  and  advanced  communications  technology. 

All  are  dedicated  to  slaying  miles  ahead  in  service  by  placing  the 

customer's  needs  first,  and  delivering  each  shipment  on-time, 

every  time.  Because  there's  only  one  sensation  we  want  our 

customers  to  feel.  Satisfaction. 
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Vision  is  the  art 
of  seeing  things  invisible!' 

Jonathan  Swift 


The  future  is  composed  of 
insights  reflected  by  what  we  learn  today. 

At  Toshiba,  we've  been  turning 
those  insights  into  a  tangible  future  for 
over  one  hundred  years. 

Sustaining  it  now  with  our 
commitment  to  manufacturing  in  the  U.S. 
And  with  a  wide  diversity  of  products 
of  the  highest  quality 

All  of  which  have  helped  make  us 
one  of  the  leading  electrical  and  electronic 
manufacturers  in  the  world. 

With  a  unique  perspective  that 
helps  us  imagine  a  better  tomorrow. 

In  Touch  with  Tomorrow 

TOSHIBA 


Color  TVs 
&VCRs 

Computers 
&  Printers 

Copiers 

CT  Scanners 

Digital 
Instrumentation 

Disk  Drives 

Facsimile 
Systems 

Home  Appliances 

Industrial  Motors 
&  Controls 

Liquid  Crystal 
Displays 

Medical  Tubes 

MR  Imaging 

Nuclear  Medicine 

OPTO  Electronic 
Devices 

Picture  Tubes 

Portable  Audio 

Professional 
Video  Systems 

Room 

Air  Conditioners 

Semiconductors 

Telecommunication 
Systems 

Turbines 
&  Generators 

Ultrasound 

Uninterruptible 
Power  Supply 

Variable  Speed 
Drives 

X-Ray  Systems 


mately;  "It  was  the  biggest  thing  since 
the  Hunts  came  along  and  cornered 
silver  in  1980,"  says  trader  William 
Biederman  of  commodities  brokerage 
Allendale  Inc. 

On  the  Soviet  front,  various  Fer- 
ruzzi  divisions  are  getting  set  to  build 
polypropylene  plants,  help  cultivate 
soybeans,  com  and  sugar  beets,  and 
build  or  modernize  agricultural  pro- 
cessing plants,  investing  an  estimated 
$2.5  billion. 

At  home,  Raul  Gardini  has  been 
embroiled  in  a  bitter  dispute  over  Eni- 
mont,  a  joint  venture  between  gov- 
ernment-owned ENi  and  Ferruzzi-con- 
trolled   Montedison   which  was  de- 


i-jn7i>  SignnrclU'CammaiiaiMH 


Raul  Gardini 


signed  to  rationalize  the  Italian 
chemicals  industry.  Marvels  analyst 
Paolo-Fillippo  Lardera  at  ubs  Phillips 
6c  Drew:  "I  have  never  seen  anyone  so 
aggressive  toward  the  state  before 
Gardini." 

Anything  else?  Oh,  yes.  Gardini,  an 
avid  yachtsman,  is  spending  at  least 
$30  million  of  Montedison's  money 
to  win  the  next  America's  Cup.  Over- 
seeing a  family  fortune  worth  up- 
wards of  $1  billion,  he's  entitled  to  a 
little  fun.  — Katherine  Weisman 


BENETTON  FAMILY 

Back  to  bastes 

After  their  humbling  retreat  from 
(financial  services  this  year,  the 
four  Benetton  siblings — Giuliana,  Lu- 
ciano, Gilberto  and  Carlo — are  back 
at  what  they  know  best:  retail  apparel, 
worldwide.  Edizione,  their  private 
holding  company,  is  focusing  on  its 
1989  acquisition  of  $230  million 
(sales)  Nordica,  and  a  new  line  of  ski- 
wear  and  accessories,  as  well  as  a 
sportswear  collection. 


We  Benetton  family 


Giansami/SN'Knia 


Just  as  it  grew  rapidly  in  the  U.S.  in 
the  1980s,  so  publicly  held  Benetton 
is  hoping  to  grow  in  the  Far  East  in  the 
1990s.  It  acquired  50%  of  a  licensee 
selling  its  goods  to  Japan,  and  hopes  to 
almost  double  its  existing  440  Asian 
outlets — under  the  Sisley,  Formula 
One  and  United  Colors  names.  A  To- 
kyo stock  exchange  listing  is  still  in 
the  works. 

The  four  Benetton  siblings,  who  to- 
gether are  worth  at  least  $1.7  billion, 
seem  to  have  a  knack  for  getting  along 
and  running  things,  and  for  producing 
successors.  Giuliana,  55,  the  design 
wizard,  has  a  daughter,  Paola,  follow- 
ing in  her  footsteps.  Mauro,  the  eldest 
son  of  Luciano,  53,  works  on  the  Sis- 
ley  line.  There  are  12  other  sons  and 
daughters  around  for  when  their  par- 
ents decide  to  slow  down,  which,  by 
all  indications,  won't  be  anytime 
soon. — Katherine  Weisman 


GIOVANNI  AGNELLI 
AND  FAMILT 

Motorizing  Moscow 

Fl  iat  did  its  first  business  in  Russia 
in  1912,  under  Giovanni's  grandfa- 
ther. When  Giovanni  became  chair- 
man, in  1966,  he  started  the  famous 
Togliattigrad  plant;  today  it  produces 
over  half  of  Russia's  cars.  Now  Gianni 
is  betting  an  estimated  $5.8  billion 
with  the  Soviets  over  the  coming  de- 
cade. A  joint  venture  with  Moscow, 
signed  last  December,  will  give  Fiat 
30%  of  an  ultramodern  Fiat-designed 
plant  situated  in  Yelabuga,  650  miles 
east  of  Moscow.  Starting  in  late  1993, 
the  plant  will  make  300,000  cars  a 


year;  200,000  are  for  the  Soviet  Union, 
the  rest  for  Europe.  Another  agree- 
ment was  signed  in  January  to  pro- 
duce an  additional  300,000  cars. 
Meanwhile,  Fiat's  nonautomotive 
side  (which  accounted  for  15%  of 
Fiat's  $41  billion  in  revenues  last 
year)  is  now  actively  shoring  up  its 
European  positions  with  acquisitions, 
divestitures  and  joint  ventures. 

Agnelli  is  also  cementing  the  fam- 
ily hold  on  Fiat.  Last  fall  7.5%  of  the 
family  holding  company's  stock  went 
into  the  presumably  friendly  hands  of 
the  Aga  Khan  (which  see),  a  sailing 
chum  of  Giovanni's.  Younger  brother 
Umberto,  55,  will  be  the  next  chair- 
man. The  Agnellis'  40%  of  Fiat  forms 
the  core  of  a  fortune  worth  more  than 

Siccaro-ConirasltVPiaure  Group 


Giovanni  Agnelli 
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Municipal  bonds  are  more  than  sound  investments.  More  than 
tax-free.  They're  dedicated  to  building  our  future.  To  making  the  picket- 
fenced  American  Dream  come  true  in  communities  all  over  the  country. 
MBIA  insures  municipal  housing  bonds.  We  guarantee  the  principal  and 
interest  for  investors.  In  fact,  as  America's  leading  insurer  of  municipal 
bonds,  we  like  to  think  we  shelter  dreams  and  futures,  too. 
Municipal  Bond  Investors  Assurance  Corporation,  Armonk,  New  York  10504 
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$4.7  billion.  Gianni's  stake  alone  is 
worth  over  $1.7  billion;  he  hopes  his 
Russian  friends  will  help  him  expand 
that  sum. — Katherine  Weisman 


SILVIO  BERLUSCONI 

What,  me  consolidate? 

Flor  media  mogul  Berlusconi,  1990 
is  the  Year  of  Mondadori.  Rival 
(but  not  billionaire)  Carlo  de  Bene- 
detti  bought  into  one  side  of  a  cele- 
brated family  squabble  at  Mondadori, 
one  of  Italy's  top  two  publishers.  De 
Benedetti  alienated  that  faction, 
which  then  allied  with  Berlusconi. 
Says  Luca  Formenton,  a  key  heir:  "He 
[Berlusconi]  is  a  great  motivator  of 
management  and  people."  Berlusconi 
was  named  Mondadori  chairman  last 
January,  but  the  battle  over  Monda- 
dori is  locked  up  in  lawsuits,  and  Ber- 
lusconi has  had  to  relinquish  his  posi- 
tion to  a  court-appointed  trustee.  But 
if  the  courts  finally  decide  in 
Berlusconi's  favor,  Mondadori  could 
raise  Fininvest  revenues  ($5  billion 
last  year)  by  as  much  as  $2  billion. 

Another  glitch:  A  bill  appeared  in 
Italy's  parliament  in  the  spring  at- 
tacking media  monopolies.  Silvio's  Tv 
network  now  has  a  43%  market  share. 
If  passed,  the  bill's  amendments 
would  hurt  his  empire  by  regulating 
commercial  tv  advertising,  the  main 
source  of  Fininvest  revenues. 

What  next  for  this  fellow,  whose 
current  worth  is  about  $2  billion? 
"There  are  two  schools  of  thought," 
says  Fininvest  executive  Oliver  No- 
vick.  "One  is  that  it's  time  to  consoli- 
date what  we  have.  But  Berlusconi  is  a 
tremendous  entrepreneur,  and  ideas 
are  always  bubbling  up. ...  I  think 
he'd  really  like  to  see  soccer  take  off 
in  the  U.S." — Katherine  Weisman 


SALVATORE  LIGRESTI 

Unloved  but  unpoor 

Rightly  or  simply  out  of  prejudice, 
many  Italians  suspect  that  the 
real  estate  and  construction  empires 
of  Sicily's  Salvatore  Ligresti  grew 
from  shady  beginnings.  Ligresti  un- 
derstands he  has  an  image  problem. 
So,  last  November,  he  took  one  of  his 
private  holding  companies,  Premafin, 
public  in  Milan  with  the  backing  of 
Mediobanca,  the  investment  banker 

OK-mpij 


Sail  atore  l.if^esti 


to  Italy's  business  elite.  But  despite 
the  Mediobanca  imprimatur,  Prema- 
fin's  offering  was  undersubscribed. 

Aside  from  real  estate  develop- 
ment, mainly  in  Milan,  Premafin's 
holdings  include  sai,  Italy's  third- 
largest  insurer;  Grassetto,  a  public 
works  construction  company;  and  a 
major  toll  highway.  Autostrada  Tori- 
no-Milano.  Ligresti  wants  to  expand 
abroad.  Grassetto  has  signed  with  the 
Soviets  to  build  an  industrial  park  in 
Moscow,  has  a  joint  venture  in  Yugo- 


slavia to  build  harbors  on  the  Adriat- 
ic, and  has  even  won  a  $46  million 
contract  for  work  on  the  U.S.'  Inter- 
state Highway  75.  sai,  meanwhile, 
has  acquired  minority  interests  in 
three  European  insurers  outside  Italy. 
Ligresti's  77%  holding  in  Premafin, 
plus  buildings,  hotels  and  private 
medical  clinics  he  owns  personally, 
all  add  up  to  a  fortune  worth  $1.4 
billion  or  more. — Katherine  Weisman 


MICHELE  FERRERO 

Sweet  success 

[ichele  Ferrero  has  built  his  fa- 
ther's company,  Brussels-head- 
quartered Ferrero  SpA,  into  the 
world's  sixth-largest  confectioner 
(sales,  near  $2  billion)  by  knowing 
what  people  like.  "Michele  Ferrero 
has  to  be  the  most  successful  new- 
product  creator  in  the  candy  business 
since  the  end  of  World  War  II,"  says 
one  industry  observer.  Among  his 
most  successful  products  are  the  Tic 
Tac  breath  mints  in  the  U.S.,  intro- 
duced in  1971,  and  Nutella,  the  choc- 
olate hazelnut  spread. 

At  the  moment,  Ferrero,  65,  is  test- 
marketing  "Confetteria  Raffaello"  in 
the  U.S. — coconut  and  almond  cream 
candies  selling  for  25  cents  each.  Fer- 
rero's  son  Giovanni  is  involved  in  Fer- 
rero's  international  marketing;  anoth- 
er son,  Pietro,  works  on  the  manufac- 
turing side  of  the  business. 

Michele  Ferrero  likes  to  roam 
through  his  new  plant  in  Arlon-,  Bel- 
gium, near  Luxembourg.  Word  has  it 
factory  managers  get  frustrated  with 
his  endless  tinkering.  But  that's  how 
he  has  built  the  company's  value  to  at 
least  $2.3  billion. — Katherine  Weisman 


FRANCE 


Silino  Berlusconi 


SERGE  DASSAULT 
AND  FAMILT 

Serge  surges 

TIhe  outbreak  of  peace  is  tough  on  a 
company  built  to  supply  Mystere 
jets  and  Mirage  fighters  to  the  world. 
When  Serge  Dassault,  now  65,  took 
over  Avions  Marcel  Dassault  (now 
Dassault  Aviation)  on  his  father's 
death  in  1986,  he  had  to  shutter  plants 
and  cut  workers,  many  of  whom  had 
spent  their  working  lives  at  the  com- 
pany. More  may  have  to  go. 

Serge  is  living  in  the  shadow  of  a 
legendary  father.  Marcel  Dassault,  an 
exceptional     aeronautical     engineer 
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who  worked  almost  every  day  of  his 
94  years,  becoming  the  richest  man  in 
France  and  possibly  one  of  the  most 
influential.  Serge's  struggle  to  finance 
the  Rafale  combat  aircraft,  due  to  en- 
ter the  French  air  force  in  1996  and 
the  navy  in  1998,  indicates  waning 
clout.  So  does  Dassault's  depressed 
stock  price. 

Yet  Serge  and  his  family  return  to 
the  billionaire  ranks  this  year.  Serge 
has  proved  an  able  investor.  He  now 
owns  61.5%  of  Dassault  Electronique 


Serge  Dassault 


(missile  guidance  and  electronic 
banking)  and  28.5%  of  Intertechnique 
(aircraft  electronics  and  computers). 
There's  20%  of  Europe  1  Communi- 
cation, one  of  France's  most  popular 
radio  stations;  15%  of  Institut  Me- 
rieux  (aids  research);  and  Chateau 
Dassault,  in'Bordeaux'  St.  Emilion  re- 
gion. Together  Serge,  his  mother  and 
older  brother  share  a  visible  fortune 
worth  $1  billion. — Manjeet  Kripalani 


SETDOUX/SCHLUMBERGER 
FAMILY 

Savvy  strategist 

Jerome  Seydoux  stunned  the  Pari- 
sian business  community  when 
early  this  year  his  Chargeurs  sold  its 
54%  stake  in  uta,  his  profitable  pri- 
vate airline,  to  Air  France  for  over  $1 
billion  cash.  The  move  was  unexpect- 
ed, but  totally  in  keeping  with  Sey- 
doux' often  surprising — but  shrewd — 
business  moves.  With  1992  approach- 
ing, France  wants  to  consolidate  its 
airline  resources.  Observers  say  Sey- 
doux may  have  gotten  a  quid  pro  quo 
from  the  government. 

Chargeurs    also   has    22%    of    the 
world  market  of  the  wool  trading  and 
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combing  industry  and  12%  of  bsb 
(British  Satellite  Broadcasting).  "My 
eye  is  turned  on  a  horizon  five  years 
from  now,"  Seydoux  said  recently,  in 
a  rare  comment. 

Normally,  the  Seydoux,  and  their 
cousin  Schlumbergers,  prefer  to  avoid 
the  limelight.  Brother  Nicolas,  who 
owns  two-thirds  of  Gaumont,  a  suc- 
cessful Pans-based  film  company, 
represents  the  Seydoux  on  the  board 
of  oil  services  giant  Schlumbcrger 
Ltd.,  which  is  the  foundation  of  the 
family  fortune. 

The  family  owns  about  23%  of  the 
company,  and  most  of  the  20-mcmber 
third  generation  is  spread  across  Eu- 
rope and  the  U.S.  Cousin  Dominique 
de  Menil  is  a  benefactor  of  the  arts  m 
Houston.  Altogether,  they're  worth 
%3>.l  billion — and  used  to  taking  the 
long  view. — Manjeet  Kripalani 


VUITTON  FAMILY 

Trojan  horse 

Vuitton  family  patriarch  Henry  Ra- 
camier,  78-year-old  husband  to  the 
original  Louis  Vuitton's  great-grand- 
daughter, sealed  his  own  fate.  Two 
years  ago,   lvmh  (for  Louis  Vuitton 
Moet   Hennessy),    the   luxury  goods 
group  Racamier  built,  was  under  at 
tack.  Looking  for  allies,  Racamier  in 
vited  Bernard  Arnault,  now  41,  to  in 
vest  in  the  company.  But  Arnault  was 
a  Trojan  horse  working  for  his  own 
account. 

After  securing  support  from  other 
companies  that  among  them  held 
44%  of  LVMH,  Arnault  drove  Raca- 
mier out  of  LVMH  and  installed  him- 
self as  chairman.  Racamier  still  re- 


tains his  17.4%  holding  in  the  compa- 
ny; his  stake  is  still  worth  over  $1 
billion. 

It  appears  unlikely  that  the  formi- 
dable Racamier  would  build  up  a  busi- 
ness to  compete  with  lvmh.  But  he 
has  Orcofi,  the  Vuitton  family  hold- 
ing company,  which  recently  bought 
95%  of  Lanvin  in  equal  partnership 
with  L'Oreal.  Orcofi  also  controls 
Gordon  Choisy  S.A.,  a  leather  tannery 
that  has  catered  largely  to  Louis  Vuit- 
ton, and  will  perhaps  be  looking 
around  for  new  customers.  Whether 
Racamier  will  hold  on  to  or  sell  his 
LVMH  shares  keeps  a  lot  of  French 
investors  guessing. — Manjeet  Kripalani 
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Innovation 
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LORD  NELSON  AND  MILSTAR 

Trafalgar,  1805,  the  battle  that  was  to  lead  tc 
the  eventual  undoing  of  Napoleon,  was  won  be 
cause  Admiral  Horatio  Nelson  had  a  secret  weapor^ 
signal  flags. 

The  technique  of  communicating  over  long  diSi 
tances  by  coded  flags  had  only  recently  been  invented 
by  the  Royal  Navy  It  revolutionized  naval  warfare. 

The  system  enabled  the  British  ships  to  cover 
vast  expanses  of  ocean,  looking  for  the  enemy  while 
remaining  in  close  contact  with  the  fleet  commander 
It  also  allowed  tactical  flexibility  once  battle  had  beenj 
joined.  Other  navies  were  bound  by  rigid  battle  plans 


The  Battle  of  Trafalgar  by  Clarkson  Stanfleld.  1836,  The  Institute  ot  Directors.  London 
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[agreed  upon  in  face-to-face  councils  long  before  the 
i  irst  broadside.  They  were  confounded  by  the  British 
and  their  talking  flags. 

The  result  of  Trafalgar,  and  in  large  part  this 
communications  system,  was  that  Britain  enjoyed 
undisputed  rule  of  the  seas  and  over  a  century  of 
dp^elative  peace;  a  Pax  Britannica. 

In  modern  warfare,  command,  control,  and  com- 
.munication  are  as  decisive  factors  as  they  were  two 
centuries  ago  and  even  more  complex.  History  is  pep- 
pered with  anecdotes  of  communication  breakdowns 
eading  to  fiasco.  It  has  been  called  the  fog  of  war 

This  is  why  Milstar,  the  most  comprehensive, 
survivable,  and  secure  communications  system  ever 


conceived,  is  so  needed.  Once  in  place,  the  satellites 
that  make  up  the  Milstar  constellation  will  be  able  to 
keep  all  commands  of  our  forces  around  the  globe 
in  constant  touch,  from  the  President  down  to  pla- 
toon leaders,  regardless  of  the  situation.  And  it  will 
allow  the  Commander  in  Chief  to  make  timely  well- 
informed  decisions. 

What  Nelson's  signal  flags  did  for  Britain  two 
centuries  ago,  helping  to  insure  a  century  of  peace, 
Milstar  can  do  for  the  West.  And  that  is,  after  all,  the 
object  of  defense. 
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Giving  shape  to  imagination. 
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MULLIEZ  FAMILT 

Hypersuccess 

Recently  Gerard  MuUiez'  Groupe 
Auchan  opened  hypermarkets  in 
Chicago  and  Houston,  and  company 
spokesmen  cheerily  say  they  are  do- 
ing very  well.  But  Mulliez  wants  to 
give  the  retailing  concept  time  to  ma- 
ture; Auchan  plans  to  wait  six  years 
before  it  builds  another  hypermarket 
in  the  U.S. 

Having  built  his  first  supermarket 
in  France  in  1961,  Mulliez  currently 


Gerard  Mulliez 


has  42  hypermarkets  in  France  |5%  of 
that  country's  total),  15  in  Spain  un- 
der the  name  Alcampo,  and  1  in  Italy, 
started  last  year.  He  also  owns  178 
supermarkets  and  140  restaurants, 
pizza  parlors  and  cafeterias.  Auchan 
revenues  are  over  $8  billion,  second  to 
publicly  traded  competitor  Carrefour. 

Mulliez  recently  obtained  permits 
for  a  new  hypermarket  at  Metz,  in 
eastern  France,  a  stronghold  of  the 
Bouriez  family's  Cora  group.  Blood  in 
the  offing?  Perhaps.  So  Auchan's  real 
push  is  more  likely  to  come  in  Spain 
and  Italy,  where  there  are  few  strong 
local  competitors. 

As  Groupe  Auchan  thrives,  so  do  its 
employees,  who  own  17%.  Mulliez 
has  the  rest,  and  45%  of  Trois  Suisses, 
France's  second-largest  mail-order 
company.  The  family  also  owns  Phil- 
dar,  a  knitting  yam  retailer  (sales, 
$473  million)  started  by  Gerard's  fa- 
ther. The  Mulliez  clan  is  now  worth 
$1.6  billion.— Man jeet  Kripalani 


BOURIEZ  FAMILT 

Testing  time  for  the  "genius" 

Smaller  than  the  Mulliez'  Auchan 
hypermarket  chain  (see  Mulliez, 
above),  the  Bouriez  family's  Cora-Re- 
villon-Editions  Mondiales  Group  is 
girding  for  action.  President  Philippe 


Philippe  Bouriez 
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Bouriez,  56,  is  obviously  taking  seri- 
ously widespread  predictions  that 
consolidation  will  leave  only  half  the 
ten  large  hypermarket  groups  in 
France  alive. 

Early  this  year  Bouriez  reportedly 
put  parts  of  his  Revillon  luxury-goods 
group,  acquired  in  1981,  on  the  block. 
Already,  Japanese  have  bid  on  Karl 
Lagerfeld  couture  and  Caron  per- 
fumes. Groupe  Bouriez  will  be  left 
with  cash,  and  its  core  business  of  54 
hypermarkets  and  150  supermarkets 
(revenues,  $5.5  billion),  and  Editions 
Mondiales,  publisher  of  popular  beau- 
ty, fashion  and  tv  magazines. 

Cora's  apparent  strategy  is  to  use 
the  cash  to  expand  in  France  through 
acquisition.  It  has  already  bought 
some  small  chains  in  eastern  France, 
and  is  reputed  to  be  interested  in  tak- 
ing over  Euromarche,  a  $4.3  billion 
revenues  moneyloser.  Acquiring  ex- 
isting stores  avoids  the  Loi  Royer,  a 
restrictive  French  law  meant  to  pro- 
tect petit  bourgeois  shopkeepers. 

This,  then,  will  be  testing  time  for 
Philippe,  who  has  long  run  the  com- 
pany owned  by  him  and  his  three  sib- 
lings. "He's  a  kind  of  genius,"  design- 
er Karl  Lagerfeld  once  exclaimed. 
That  was  when  things  were  going 
well.  Now  it  will  be  tougher.  Cora 
looks  to  be  worth  some  $1.2  billion, 
today.  Stay  tuned. — Manjeet  Kripalani 


PEUGEOT  FAMILT 

Battle  plan 

W'hile  others  prepare  for  1992  by 
merging  or  acquiring,  France's 
largest  private-sector  company  is  get- 
ting ready  to  fend  off  the  Japanese. 

To  do  that,  Peugeot  S.A.  is  willing 
to  endure  some  pain.  Europe's  num- 
ber three  carmaker  (after  Volkswagen 
and  Fiat)  has  already  taken  a  disrup- 
tive seven-week  strike  last  fall.  Its 
relatively  low-paid  workers  saw  grow- 


ing profits  and  demanded  a  share. 
Management  eventually  yielded  a 
grudging  raise  of  one-third  what  the 
workers  sought. 

Grudging,  because  there's  a  lot  at 
stake.  Even  as  some  European  car- 
makers lobby  the  ec  against  Japanese 
post- 1992  imports,  the  Japanese  furi- 
ously build  factories  within  the  barri- 
ers. Peugeot's  answer:  Push  volume, 
quality,  exports,  its  expensive  new 
model  605;  build  in  neighboring  coun- 
tries; and  most  of  all,  hold  down  costs. 

The  family,  which  mostly  lives  in 
Paris,  gratefully  supports  their  Chair- 
man Jacques  Calvet,  58,  former  head 
of  Banque  Nationale  de  Paris.  A  string 
of  heavy  losses  duly  became  profits. 
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Pierre  Peugeot 


$1.8  billion  last  year  with  the  strike, 
and  an  estimated  $2.2  billion  this 
year.  Noninterfering  Pierre  Peugeot, 
58,  serves  as  general  manager  under 
Calvet,  and  other  Peugeots  work  in 
the  company;  three  are  on  the  super- 
visory board.  All  the  better  to  mind 
the  family's  $1.6  billion  invest- 
ment.— Manjeet  Kripalani 


LILIANE  BETTENCOURT 

Rooting  for  Owen -Jones 

Fl  ounded  by  Liliane  Bettencourt's 
father,  L'Oreal  is  run  today  by  non- 
family-member  Lindsay  Owen-Jones, 
a  dapper,  44-year-old,  Oxford-educat- 
ed Welshman,  who  is  chairman. 
Owen-Jones  is  expanding  L'Oreal's 
overseas  businesses,  in  earnest:  63% 
of  L'Oreal's  $4.8  billion  revenues  now 
comes  from  outside  France.  And  there 
is  still  ample  room  to  grow.  L'Oreal 
has  only  7%  of  the  U.S.  market, 
which  at  $16  billion  in  estimated  rev- 
enues is  the  world's  largest  cosmetics 
market. 
Owen-Jones  runs  things  with  pretty 
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How  a  communications  solution  from 
Ameritech  filled  a  tall  order  for  Inland  Steel. 


When  Inland  Steel  wanted  to  build  their  business,  the 
company's  plan  included  a  total  communications  solution. 
To  meet  their  high  standards,  Inland  went  straight  to  the 
top. . .  and  chose  Ameritech. 

The  solution  was  an  Ameritech*  Digital  Centrex  system 
based  in  a  new,  highly  advanced  central  office,  using  the 
nation's  first  large  business  remote  switch.  A  system  with 
5,600  lines  in  the  2,000-acre  Indiana  Harbor  Works,  and 
hundreds  more  at  other  sites. 

Inland's  program  moves  even  more  information  to  more 
locations  with  the  help  of  Ameritech  cellular  mobile  services 


and  voice  messaging.  And  the  entire  project  had  the  support 
of  Ameritech  lease  financing. 

When  Inland  Steel  had  high  expectations,  Ameritech 
proved  that  the  sky's  the  limit. 

Ameritech  provides  communications  solutions  for  thou- 
sands of  business  customers.  To  learn  more  about  how 
Ameritech  is  positioned  to  meet  the  needs  of  the  Informa- 
tion Age,  contact: 

Director— Investor  Relations 
Ameritech,  30  S.  Wacker  Drive,  R35O0 
Chicago,  IL  60606  312/750-5353 


Solutions  that  worL 


Illinois  Bell  •  Indiana  Bell  •  Michigan  Bell  •  Ohio  Bell  •  Wisconsin  Bell 

Ameritech  Applied  Technglogies  •  Ameritech  Audiotex  Services  •  Ameritech  Credit  •  Ameritech  Development 

Ameritech  Information  Systems  •  Ameritech  Mobile  Communications  •  Ameritech  Publishing  •  Ameritech  Services  •  Tigon  Voice  Messaging 


;l990Amerilech 


I' 


Liliane  Bettencourt 
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much  a  free  hand.  LiUane  Betten- 
court, 67  and  the  richest  woman  in 
France,  plays  no  role  in  the  company. 
Her  husband,  Andre,  a  former  Gaull- 
ist  industries  minister,  is  a  member  of 
the  company's  strategic  committee. 
Their  son-in-law  Jean-Pierre  Meyers 
is  a  director. 

Investors  have  bid  up  L'Oreal's 
market  value  by  45%  since  last  year, 
making  the  Bettencourt  holding 
worth  $1.6  billion.  In  1974  Betten- 
court sold  27%  of  her  L'Oreal  holding 
to  Switzerland's  Nestle,  for  stock;  she 
currently  owns  3%  of  Nestle.  Add  up 
the  pieces  and  Liliane  is  worth  $2.2 
billion.  Nestle  has  the  option  to  pur- 
chase Liliane's  remaining  28.3%  of 
L'Oreal  in  1994 — at  significantly 
higher  prices,  if  Owen-Jones  keeps  do- 
ing a  good  job. — Manjeet  Kripalani 


SPAIN 


MARCH  FAMILY 

How  to  invest  in  Spain 

The  Marches  believe  Spain  will 
outperform  the  rest  of  Europe. 
Spanish  corporate  earnings  are  ex- 
pected to  grow  13%  this  year,  only 
slightly  lower  than  last  year.  "Why 
the  hell  would  they  bother  going 
abroad?"  asks  Lawson  Steele  of  ubs 
Phillips  &.  Drew,  who  recommends 
Corporacion  Financiera  Alba  as  an  in- 
expensive way  to  acquire  a  diversified 
Spanish  portfolio.  (It  was  recently 
trading  at  a  20%  discount  to  net  asset 
value,  compared  with  the  Spain 
Fund's  current  13%  premium.) 

The  March  brothers — Juan,  50,  and 
Carlos,  44 — have  carefully  distanced 
themselves  from  the  image  of  their 


father  (known  from  his  early  days  as 
the  Balearic  Smuggler)  as  one  of  Fran- 
co's financial  advisers.  Between  the 
brothers'  55%  of  Alba  and  private  in- 
terests, the  family  fortune  is  worth 
$1.5  billion. 

C.F.  Alba,  the  public  part  of  the 
March  family's  empire,  is  85%  invest- 
ed in  Spain;  about  half  that  is  invested 
in  stocks  like  Uralita,  Spain's  largest 
construction  materials  company,  and 
Cerveza   San   Miguel,   the   brewery. 


Carlos  March 


Alba  also  has  a  13%  stake  in  Finan- 
zauto,  the  Spanish  distributor  of  Cat- 
erpillar equipment.  Private  hold- 
ings include  100%  of  Banca  March 
and  15%  of  Spain's  new  pay-xv  chan- 
nel. C.F.  Alba's  foreign  connections: 
16%  of  Virginia's  Signet  Bank  and 
4.6%  of  France's  Carrefour  hypermar- 
ket chain. — Katherine  Weisman 


BOTIN  FAMILY 

Muscling  in 

TIhe  Botins'  Banco  Santander,  now 
run  by  Emilio  Botin  Jr.,  55,  is  tradi- 
tionally one  of  Spain's  strongest  and 
most  profitable  banks.  Now,  with  in- 
terest rates  at  15%,  it  is  using  its 
muscle  to  take  market  share  from 
competitors.  For  instance,  where 
Spanish  banks  offered  as  little  as  1% 
on  checking  accounts,  last  September 
Santander  started  offering  11%.  By 
May  deposits  had  more  than  doubled. 
Elsewhere,  the  bank  is  exchanging 


minority  shareholdings  with  allies 
abroad.  There  was  Royal  Bank  of  Scot- 
land in  1988,  with  which  it  is  out 
buying  pieces  of  smaller  European 
banks.  Santander  also  acquired  3%  of 
Chicago's  Kemper  Corp.  Combining 
Kemper's  insurance  base  and  Santan- 
der's  strong  Latin  American  presence, 
the  duo  have  acquired  a  Chilean  in- 
surance company.  Meanwhile,  Ja- 
pan's Nomura  Securities  bought  1.5% 
of  Santander's  stock  and  helped  list  it 
on  the  Tokyo  exchange. 

This  year  Emilio  Botin  Sr.  retired 
from  the  board,  leaving  his  son  on 
watch:  "To  the  extent  that  Santander 
has  caught  other  banks  unaware,  it  is 
reaching  an  objective,"  says  Jaime  de 
Pinies,  Chase  Manhattan's  chief 
economist  in  Madrid,  about  the  atti- 
tude to  be  expected  now  that  Emilio 
Jr.  is  squiring  the  family's  fortune  of 
$1.4  billion. — Katherine  Weisman 


SWEDEN 


FREDRIK  LUNDBERG 
AND  FAMILY 

Smart  timing 

W'  hen  we  asked  billionaire  devel- 
oper and  investor  Fredrik  Lund- 
berg  what  the  hottest  market  in  Eu- 
rope was  these  days,  his  answer  was 


I  If  Sirborn/Prcsscns  Bild  AB 


Fredrik  Lundherg 


Emilio  Botin  Jr.  and  Sr. 


West  Germany.  So  why  does  he  have 
only  one  small  office  building  there? 
Partly,  it's  timing.  Until  two  years 
ago  the  Swedish  government  didn't 
permit  overseas  property  ownership 
for  Swedish  real  estate  companies. 
"We  could  do  developments  and  con- 
struction, but  then  we  had  to  sell  the 
projects."  Then  Sweden  eased  up,  and 
Lundberg  started  looking.  But  he 
hasn't  done  much,  because  he  thinks 
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Fast. 

Or  Free. 

Guaranteed. 
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When  you  drive  Into  your 
CM  dealership  for  a  IVIr. 
Coodwrench  Quicl<  Lube  Plus, 
you  know  you'll  get  three 
things:  Good  parts.  Good  'n 
fast.  And  a  good  price. 

Mr  Goodwrench  uses  GM 
Coodwrench  Motor  Oil  and  AC 
Oil  Filters.  The  right  weight  of 
oil  for  your  kind  of  weather 
And  the  right  oil  filter  for  your 
kind  of  engine.  Plus,  you  get  a 
complete  10-point  mainte- 
nance check. 

You  also  get  Mr  Coodwrench's 
Fast  or  Free  Guarantee. 
If  you're  not  in  and  out  in  29 
minutes  or  less,  your  next  oil 
and  lube  is  free.  * 

Mr  Goodwrench  Quick  Lube 
Plus.  Now  at  participating 
General  Motors  dealerships, 
wherever  you  see  these  signs. 


Now  dt  GM 
Dealerships. 
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•29-Minute  Guarantee  applies  to  CM  cars  and 
light  trucks 


the  German  market  is  too  overheated, 
particularly  in  Frankfurt  and  Munich. 

Lundberg,  with  $130  million  in 
properties  outside  Sweden  through  a 
Dutch  holding  company,  has  another 
reason  for  not  moving  precipitously. 
Lundbergforetagen,  the  firm  begun  in 
1944  by  his  father,  continues  to  invest 
in  underpriced  basic  Swedish  indus- 
tries. Since  1988  it  has  spent  $350 
million  for  a  25%  stake  in  MoDo,  the 
Swedish  paper  and  pulp  company. 

Lundberg's  pick  for  real  estate  in- 
vesting these  days  is  London,  where 
"yields  have  come  up  and  good  proj- 
ects have  come  to  market."  It's  in  line 
with  his  philosophy  of  going  against 
the  market.  Being  a  little  contracycli- 
cal  hasn't  hurt:  He  is  worth  over  SI 
billion. — William  Heuslein 


HANS  AND  GAD  RAUSING 

Profitable  packaging 

Hans  Rausing,  64,  chairman  of  Tet- 
ra  Pak,  the  giant  family-owned 
cartonmaker,  doesn't  discuss  mar- 
gins. Instead,  he  likes  to  talk  about 
the  social  benefits  of  his  firm's  unique 
method  of  packaging  liquids  (such  as 
milk)  so  aseptically  they  can  sit  on 
shelves  for  months  without  refrigera- 
tion. "This  is  not  only  a  question  of 
making  money.  The  creation  of  some- 
thing which  is  needed  by  millions  of 
people  IS  necessary.  1  don't  like  zero- 
sum  games." 

This  non-zero-sum  game  makes  a 
very  pretty  penny  for  Hans  and  his 
brother.  Gad,  68,  vice  chairman.  Last 
year  Tetra  Pak's  revenues  from  109 
countries  were  $3.7  billion.  And  prof- 
its? Well,  if  Rausing  won't  discuss 
margins,  others  will.  Aaron  Brody, 
management  consultant  with  Schot- 


Cidci  Rausing 


land  Business  Research  of  Princeton, 
N.J.,  considers  Tetra  Pak  the  most 
profitable  folding  carton  maker  in  the 
world:  "What  goes  into  their  plants 
costs  6  cents  to  7  cents,  total,  and 
what  goes  out  sells  for  10  cents,"  for 
an  operating  margin  approaching 
40%.  Other  carton  companies,  Brody 
explains,  are  lucky  to  make  20%. 
Moreover,  the  company's  sales  grew 
by  a  healthy  18%  last  year. 

All  this  makes  the  Rausings  one  of 
the  richest  families  in  the  world. 
Worth  $9.6  billion.— William  Heuslein 


INGVAR  KAMPRAD 

A  world  to  tap 

Ikea  founder  Ingvar  Kamprad,  64, 
amassed  his  $2  billion-plus  offering 
inexpensive  but  solid  Scandinavian 
furniture  to  younger  and  working- 
class  families.  Those  demographic 
slices  are  shrinking,  and  the  growing 
affluent  want  more  upscale  stuff. 

But  Ikea  has  only  87  outlets  spread 
across  21  countries,  and  is  by  no 
means  a  mature  business.  There  are 


Mi-LinUjIlgurilT 


only  a  dozen  of  its  showroom-ware- 
house stores  selling  knockdown  fur- 
niture in  the  U.S.  and  Canada.  Look 
for  the  company  to  open  two  to  three 
new  stores  a  year  here  for  the  next  10 
to  15  years.  Ikea  started  selling  in 
Budapest  in  March — to  an  enthusias- 
tic response.  And  there  are  plans  for 
stores  in  Warsaw  and  Leningrad  as 
well.  Last  year's  sales  topped  $2.7  bil- 
lion, up   14%   from   1988 — a  far  cry 


Ingvar  Kamprad 


from  1953,  when  Kamprad,  a  Swedish 
farm  boy,  opened  a  single  store  in 
little  Almhult,  Sweden. 

Kamprad,  a  tax  exile  based  in  Lau- 
sanne, Switzerland,  controls  Ikea 
through  Copenhagen  headquarters 
and  a  Dutch  foundation.  He  also  o<vns 
Ikano,  a  family  holding  company  in 
Sweden  for  Ikea's  credit  card  busi- 
ness, real  estate  and  other  invest- 
ments.— William  Heuslein 


HOLLAND 


Hans  Ranging 


DREESMANN  FAMILY 

Bleak  outlook 

Anton  Dreesmann,  the  professor  of 
■economics  who  built  his  family's 
department  store  chain  into  diversi- 
fied giant  Vendex  International,  is  fac- 
ing his  biggest  challenge  ever.  Prof- 
its have  dropped  steadily  to  $50  mil- 
lion last  year,  from  $90  million  in 
1988  and  $120  miUion  in  1987.  Worse 
yet,  last  year's  net  was  little  more 
than  results  consolidated  from  its 
33.5%  holding  in  the  U.S.'  booming 
Dillard's  department  store  chain. 

In  Holland,  the  key  Vroom  & 
Dreesmann  retailer  is  losing  money 
and  market  share  by  not  keeping  up 
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Canon  Introduces  Laser  Class™ 

Buy  a  Canon  Laser  Class  fax  and  it  could  be 
the  last  fax  you'll  buy  for  a  long  time. 

That's  because  a  Laser  Class  fax  has  features 
that  won't  soon  be  outmoded.  They  actually 
keep  pace  with  expanding  needs. 

Like  the  memory  capacity  of  our  new 
FAX-L770.  As  your  fax  network  expands,  the 
L770  can  expand  its  capacities,  too,  allowing 
greater  volumes  to  be  received  into  memory  or 
stored  for  transmission. 

Laser  Precision  on  Plain  Paper. 

The  L770  uses  a  laser  process  to  print 
incoming  images  on  plain  paper 

This  means  your 
faxes  will  look  better, 
will  last  longer,  and 
won't  curl  or  fade  like 
thermal  paper  faxes.  And  you  won't  have  to 
copy  them  before  filing.  Laser  printing  means 
they're  consistently  faithful  to  the  original. 

A  Better  Image,  Sending  and  Receiving. 

The  L770  can  improve  an  incoming  image. 
An  exclusive  feature  called  Hyper-Smoothing 
actually  compensates  for  the  image  quality  of 
an  incoming  fax.  So  the  images  you  receive  are 
clearer,  without  the  fuzzy  edges 
reading 


And  with  Canon's  UHQ  imaging  technology, 
the  images  you  send  are  better,  too. 
Even  combinations  of  small  type 
and  halftones  are  virtually 
indistinguishable  from  their  original. 

Built-in  Reliability. 

The  L770  is  also  designed  to  be  more  reliable 
than  other  plain  paper  laser  facsimiles.  Canon's 
exclusive  cartridge  system 
stores  every'thing  that  can 
mn  out  or  wear  out  in  one 
neat  disposable  unit. 
Replacing  them  is  as  easy  as  popping 
in  a  new  cartridge. 

The  new  Canon  Laser  Class  FAX-L770.  After 
a  few  minutes  you'll  be  glad  you  bought  it.  After 
a  few  years  you'll  be  ecstatic.  For  information, 
call  1-800-OK  CANON. 


The  only  thing 
not  biiilt  into  our 
laser  facsimile  is 

obsolescence. 


NEVER 

UNDERESTIMATE 

THE     POWER 

OF     CASH. 
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It's  no  secret  that  when  we  bought 
Great  Northern  Nekoosa,  we  took  on  some  debt. 

Wall  Street  noticed. 

But  it's  also  no  secret  that  we  acquired  a  world-class  paper 
company  with  a  very  large  cash  flow. 

Wall  Street  noticed. 

Add  to  that  our  own  substantial  cash  flow,  and  the  picture 

gets  clearer  Because  the  simple  £act  is,  the  new  Georgia-Pacific 

will  be  capable  of  generating  1.5  billion  dollars  in  annual 

cash  flow  from  operations.  And  when  combined  with  the 

possible  sale  of  non-strategic  assets,  we  should  retire  our  debt 

far  quicker  than  many  expected. 

And  that's  the  sort  of  news  all  kinds  of  people  notice. 

Especially  our  shareholders.  ' 


Georgiai^ific     ^ 


with  consumer  trends — a  mortal  sin. 
Vendex  is  looking  to  sell  its  educa- 
tion, oil  and  gas,  travel,  and  Brazilian 
operations.  Other  "noncore"  opera- 
tions are  in  for  similar  "strategic  reor- 
ientation," supposedly  by  next  year. 
The  group's  health  is  as  fragile  as 


Anton  Dreesnuiwi 


that  of  Anton  Dreesmann,  67,  who 
struggled  back  from  a  stroke  to  throw 
out  a  handpicked  successor  whose  re- 
structuring started  with  large-scale 
firings.  "Uncle  Anton"  couldn't  bear 
to  sack  old  employees;  he's  been  find- 
ing them  "alternative  placement." 

Can  Vendex  turn  around  staffed 
with  the  people  who  helped  get  it  into 
trouble  in  the  first  place?  The  future 
is  uncertain. — Manjeet  Kripalani 


FElfTENER  VAN 
VLISSINGEN  FAMILY 

Family  comes  first 

W'  ill  they  go  public?  The  specula- 
tion goes  on.  Never,  says  Paul,  at 
49  youngest  of  the  three  Van  Vlissing- 
en  brothers  and  head  of  their  major 
business,  shv  N.  V.  Not  as  long  as  fam- 
ily is  around. 

Now  the  largest  private  business  in 
Holland,  shv  traces  back  to  the  18th 


Paul  Fentener  van  Vlissingen 


century,  had  a  coal  monopoly  in  the 
19th,  and  today  is  the  EC's  largest  in- 
dependent distributor  of  liquefied  pe- 
troleum gas.  But  it  cams  65%  of  reve- 
nues from  its  62-store  Makro  chain  of 
self-service  wholesalers  in  Europe, 
Asia  and  South  America. 

Brother  John,  51,  chairs  the  family's 
Noro  Group,  a  money  manager  to  the 
Van  Vlissingens  and  other  superrich 
Europeans,  tending  its  interests  in 
real  estate,  financial  and  travel  ser- 
vices. It  has  doubled  its  asset  base  to 
$7  billion  in  two  years.  Noro  has  a  $1 
billion  property  portfolio  in  the  U.S. 

Frits,  56,  the  eldest,  manages  Am- 
sterdam-based Flint  Holding,  believed 
to  be  the  family  holding  company, 
and  several  minor  interests.  The  three 
brothers  and  their  seven  children  con- 
trol 50%;  immediate  relatives,  15%; 
more  distant  relations,  the  rest. 
Shares  trade  only  among  family  mem- 
bers; every  month  a  banker  assesses 
the  group's  theoretical  market  value 
for  them.  No  one  will  say,  but  Forbes 
thinks  that  the  value  was  above  $1.6 
billion. — Manjeet  Kripalani 


BRENNINKMETER  FAMILY 

Family  ties 

It's  a  family,  some  200  strong,  once 
called  "the  richest  shopkeepers  in 
the  world."  Devoutly  Catholic,  the 
Dutch-German  clan  is  based  in  Am- 
sterdam and  the  family  estate  in  West 
Germany,  where  they  remain  true  to 
the  family  motto,  "Unity  makes 
strength."  Forbes  estimates  their  for- 
tune at  $5  billion. 

The  base  of  the  Brenninkmeyer 
family  wealth  is  the  c6la  department 
store  chain  in  Holland,  West  Germa- 
ny, the  U.K.  and  Brazil,  begun  150 
years  ago  by  cloth  peddlers  Clemens 
and  August  Brenninkmeyer.  Today 
the  family  is  headed  by  Roelandus 
Brenninkmeyer,  a  1971  Harvard  Busi- 
ness School  graduate. 

The  150  cSiA  stores  in  West  Germa- 
ny have  over  $2  billion  in  sales  and 
cater  to  a  low-end  market;  recent  East 
German  immigrants  head  straight  for 
them.  In  the  U.S.,  after  stumbling 
badly  at  first,  they  have  rebounded  to 
1,100  stores  nationwide  and  estimat- 
ed $2  billion  revenues  in  eight  region- 
al chains  with  names  like  Uptons, 
Steinbachs,  the  Lodge  and  Miller's 
Outpost. 

While  the  family's  women  report- 
edly enjoy  equal  entitlement  to 
wealth,  the  men  run  the  business. 
The  sons  are  expected  to  join  the  fam- 
ily company  or  join  a  real  religious 
order. — Manjeet  Kripalani 


SWITZERLAND 


KLAUS  JACOBS 

Philip  Morris  makes  a  billionaire 

The  price  announced  two  weeks 
ago  for  the  Swiss  coffee  and 
chocolate  company  Jacobs  Suchard  by 
Philip  Morris  makes  Jacobs,  53,  a  bil- 
lionaire. As  part  of  the  deal,  Jacobs' 
Colima  holding  company,  which 
holds  a  majority  of  Jacobs  Suchard, 
goes  to  the  American  consumer  prod- 
ucts giant  for  about  $1.4  billion — and 
Jacobs  still  keeps  the  American  con- 
fectioner E.J.  Brach  (now  losing  mon- 
ey), his  own  Panamanian  bank  and 
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chocolate  trading  companies. 

In  the  early  1970s  the  German-bom 
Jacobs  took  over  the  family's  Brepien- 
based  Joh.  Jacobs  &  Co.,  founded  just 
before  the  turn  of  the  century  and 
already  a  leading  European  coffee 
roaster.  Jacobs  moved  to  Zurich  in 
1973,  planning  to  merge  with  a  Dutch 
company  and  run  the  business  from 
Switzerland.  The  merger  fell  through, 
but  his  second  wife  was  Swiss,  so  he 
stayed  in  Zurich  and  eventually  be- 
came a  Swiss  citizen. 

By  1981  his  coffee  roaster  was  up 
to  $2  billion  in  sales,  but  Jacobs 
wasn't  satisfied.  Chocolate  was  a 
high-margined  commodity  he  under- 
stood. In  1982  he  acquired  the  Swiss 
owner  of  Milka  and  Tobler  brands.  In 
1986  he  added  U.S.  confectioner  E.J. 
Brach  for  $730  miUion.  In  1987  he 
outbid  Nestle  for  Belgium's  Cote 
d'Or  chocolate  company.  In  1988  he 
lost  a  takeover  battle  for  Britain's 
Rowntree  to  Nestle,  but  the  wily 
Jacobs  came  out  $300  million  ahead. 

For  some  Swiss,  selling  out  the  fam- 
ous Swiss  chocolate  brands  Tobler 
and  Milka  to  the  American  Philip 
Morris  seems  like  selling  the  Matter- 
horn.  But  Jacobs  has  had  only  a  slim 
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He  said,  It's  irreplaceable.  It  rMist  he  imt 
to  insure.  I  said,  Not  if  you  have  Chubhl* 


uSt' 


\ 


Money  can  never  replace  art.  Which  is  why  the  fine  art  and  antiques  you  treasure  most  are 
irreplaceable.  And  precisely  why  they  should  he  insured  by  a  Masterpiece*  Fine  Arts  policy  from  Chubb. 
Chubb's  highly  trained  specialists  work  with  you  to  prevent  losses,  and  you  are  afforded  the  worldwide 
resources  of  Chubb  to  repair  a  valuable  artifact  should  it  be  accidentally  damaged.  Find  out 
why  Chubb  takes  special  pride  in  ensuring  that  the  irreplaceable  never  needs  replacing.  Ask 
your  agent  or  broker  about  Chubb,  or  call  800-922-0533. 


CHUB9 


Chubb  Group  of  Insurance  Companies  is  proud  to  participate  in  "American  Playhouse!'  Watch  tor  it  on  PBS. 


voting  majority;  further  mergers 
would  put  him  below  50%.  So  when 
he  got  a  friendly  offer  from  somebody 
else  who  appreciates  the  value  of  a 
name  brand,  he  grabbed  it.  Over  18 
times  earnings  looked  pretty  sweet  to 
him. — Philip  Glouchevitch 


WALTER  HAEFNER 

Buying  on  weakness 

As  the  biggest  shareholder  of  U.S. 
.software  company  Computer  As- 
sociates, Haefner  didn't  flinch  when 
the  stock  took  a  dive  from  $22  a  share 
to  under  $  1 1  last  year.  Apparently,  the 
fall  was  due  to  the  acquisition  for 
stock  of  troubled  CuUinet  Software. 
Haefner,  who  wanted  to  maintam  his 
stake  at  around  21%,  picked  up  shares 


Walter  Haefner 


last  fall  for  an  average  price  of  $17. 
The  stock  recently  traded  at  $15. 

Haefner  got  into  computers  when 
his  Swiss  car  distributor,  amag,  start- 
ed a  computer-services  subsidiary  in 
the  early  1960s.  He  sold  it  for  stock  to 
a  Dallas  company,  which  went  bank- 
rupt in  1983.  Haefner  bought  majority 
control  and  revived  the  company — 
and  then  sold  it  to  Computer  Asso- 
ciates in  1 98  7,  giving  Haefner  his  2 1  % 
stake,  lately  worth  $580  million. 

Haefner,  now  80,  built  his  fortune 
from  the  ground  up.  He  saved  26,000 
Swiss  francs  and  built  charcoal  gener- 
ators for  cars  during  the  privations  of 
World  War  II.  After  the  war,  Haefner 
sold  jeeps  and  then  Volkswagens. 
AMAG  now  has  exclusive  import 
rights  for  vw,  Audi  and  Porsche,  and 
much  valuable  real  estate  under  the 
dealerships.— Philip  Glouchevitch 


MAUS  NORDMANN  FAMILY 

The  Mauses  who  roared 

The  Maus  and  Nordmann  cous- 
ins, whose  Geneva-based  Maus 
Freres  S.A.  is  Switzerland's  leading 
department  store  chain,  took  advan- 


tage last  year  of  the  troubled  U.S.  re- 
tailing market  to  pay  $453  million  for 
ailing  Chicago-based  department 
store  chain  Carson  Pirie  Scott.  New  to 
our  list,  the  Maus  and  Nordmann 
cousins  aye:  Jacques,  61,  Bertrand,  58, 
and  Olivier,  46  (Maus);  plus  Gerard, 
60,  and  Philippe,  58  (Nordmann). 

Maus  Freres  has  been  active  in  the 
U.S.  since  1938  through  Milwaukee- 
based  subsidiary  P. A.  Bergner  &  Co. 
Carson  Pirie  Scott  has  $1  billion  in 
sales  and  over  30  stores — including  4 
in  the  Chicago  area — but  has  lost 
money  the  past  three  years.  Bergner, 
by  comparison,  did  $470  million  in 
sales  with  31  stores. 

Ernest  Maus  founded  his  first  store 
in  1892  in  Biel,  Switzerland.  Ten 
years  later  Leon  Nordmann  founded 
his  first  department  store  in  Lucerne. 
The  chains  grew  separately  until  Er- 
nest Maus'  daughter  Simone  married 
Nordmann 's  son  Robert  in  1929, 
when  the  stores  covered  Switzerland. 

Today,  it  is  the  children  of  the 
Maus-Nordmann  marriage,  Gerard 
and  Philippe,  who  run  things  with 
their  three  Maus  cousins.  They  ex- 
panded the  family's  holdings  into 
France  in  1972  when  they  bought  vot- 
ing control  of  Paris-based  Au  Prin- 
temps  S.A.,  which  today  does  $3.8 
billion  in  sales.  Altogether,  the  fami- 
ly's holdings  are  thought  to  be  worth 
over  $1  billion.  Two  years  ago  Phi- 
lippe Nordmann  raised  a  lot  of  money 
for  AIDS  research,  and  for  his  efforts 
was  voted  Genevan  of  the  Year  by  his 
townsmen. — Philip  Glouchevitch 


SCHMIDHEINT  FAMILY 

Leica  redtix 

If  you  start  hearing  the  famous  old 
Leica  name  again,  thank  Stephan 
Schmidheiny,  43.  Stephan's  Anova 
Holding  has  swapped  two  construc- 
tion materials  companies  with  broth- 
er Thomas,  45,  for  undisclosed  cash 
and  the  struggling  optics  and  camera 
maker,  formally  named  Wild  Leitz. 

Stephan  has  merged  Wild  Leitz 
with  the  smaller,  British-based  Cam- 
bridge Instruments,  intending  a  turn- 
around as  Leica  Pic.  (combined  sales, 
$1  billion).  The  cameras  are  only  10% 
of  the  new  company's  revenues;  its 
strength  is  in  other  precision  instru- 
ments, such  as  microscopes. 

But  the  new  company  clearly  has 
ambition  as  well  as  a  bankable  brand 
name.  It'll  be  a  challenge  for  Stephan, 
who  until  now  has  distinguished  him- 
self primarily  as  a  shrewd  if  low-pro- 
file investor,  buying — and  sometimes 
selling — sound,  well-run  companies. 


T/.yunuLs  Schmidhcitn 
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Brother  Thomas  attracts  less  atten- 
tion, though  he  controls  the  world's 
largest  cement  company,  Holderbank 
(1989  sales,  around  $3.5  billion). 

The  two  brothers  took  over  their 
father  Max's  industrial  empire  in 
1984.  A  third  brother,  Alexander,  40, 
owns  the  California  winery  Cuvaison 
and  a  ski-wax  maker.  A  second  cous- 
in, Jakob,  46,  has  his  own  diversified 
company.  Their  combined  worth: 
over  $2  billion. — Philip  Glouchevitch 


HANS  HEINRICH 
THY5SEN  BORNEMISZA 

Si,  senora 

TIhe  latest  rumor,  in  several  news- 
papers, had  Baron  Heinrich  Thys- 
sen-Bomemisza  selling  his  Vill^  Fa- 
vorita  residence-cum-art-museum  in 
Lugano  for  $30  million.  "Untrue," 
said  a  spokesperson.  But  the  baron  has 
been  spending  a  lot  of  time  in  Spain 
lately.  So  has  much  of  his  prized  $1- 
billion-plus  art  collection  of  old  and 
new  masters.  And  he  did  sell  his 
splendid  Daylesford  residence  in  Brit- 


Abe  F^a|ndll^^vS\'gnla 


Baron  Thyssen-Bomemisza 
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all  you  can  see,  free. 
Join  FlightFund; 


Paris,  London,  Geneva,  Amsterdam,  Brussels  and 
Frankfurt*  Tokyo,  Hong  Kong  and  Singapore  *  *  Trans- 
Atlantic  travel  on  the  QE  2!  Anywhere  America  West 
flies,  including  Hawaii.  As  a  member  of  our  frequent 
flyer  program,  FlightFund,  you'll  quickly  earn  mileage 
credit  to  get  you  there  free! 

For  each  mile  you  fly  on  America  West,  you'll  earn 
one  FlightFund  mile.  And  even  the  shortest  trip  earns 
you  a  minimum  of  750  miles  credit  per  flight. 

You'll  also  receive  bonus  miles  for  flying  First  Class, 
Business  Class  or  Full-fare  Coach,  plus  additional  miles 
for  taking  an  AmeriWest  vacation  or  for  using  your 
RightFund  VISA  Card. 

You'll  get  FlightFund  miles  for  cars  rented  at  Budget 
and  Thrifty  in  conjunction  with  America  West  flights. 
And  for  stays  at  all  Doubletree  Hotels  and  Compri  Hotels, 
plus  participating  Red  Lion  Hotels  and  inns  and  Marriott 
Hotels  and  Resorts... when  you  fly  America  West. 

You'll  even  earn  FlightFund  miles  and  bonuses 
that  increase  with  the  class  of  service  you  fly  on  select 
Air  France  and  Virgin  Atlantic  flights. 

And  you'll  automatically  receive  award  certificates 
after  just  20,000  FlightFund  miles.  They're  good  for 
2  years  and  can  be  redeemed  at  any  America  West  ticket 
counter. 

Join  FlightFund  now.  And  get  to  those  exotic 
places  youU  give  anything  to  go  to. .  .free!  Pick  up  your 
application  for  instant  enrollment  at  any  America  West 
ticket  counter  or  call  800-247-5691. 

"With  FlightFund  Partners  Air  France  and  Virgin  Atlantic. 
•  'With  FlightFund  Award  Partner  Singapore  Airlines. 
tWith  FlightFund  Award  Partner  Cunard  Line. 

FlightFund  Program  may  change  without  notice  at  the 
discretionof  America  West  Airlines.  ^ 


#AmericaW6st 

What  we  serve  is  you: 


ain  last  year,  supposedly  the  baron's 
favorite.  But  his  latest  wife,  Carmen, 
46  and  a  former  Miss  Spain,  doesn't 
like  Britain.  The  couple  hangs  out  in 
Madrid  and  on  the  Costa  Brava. 

The  baron,  69,  is  the  grandson  of 
the  August  Thyssen  who  built  the 
famous  German  steel  company  and  a 
shipping  empire.  The  baron's  father 
denounced  Hitler  in  1939  and  moved 
to  Switzerland  with  the  shipping 
companies  and  his  vast  art  collection. 
The  shipping  has  been  replaced  by 
farm  machinery,  pumps  and  other 
goods.  Business  is  down  lately,  but 
the  Thyssen-Bomemisza  Group,  man- 
aged by  39-year-old  son  George,  has 
the  Thybo  financial  investment  arm, 
which  reportedly  brings  in  half  its 
roughly  $50  million  eamings  (total 
estimated  sales,  $3  billion).  The  busi- 
nesses may  be  worth  over  $500  mil- 
lion.— Philip  Glouchevitch 


HOFFMANN  FABOLT 

Conducting  business 

TIhe  Swiss  marked  the  end  of  an  era 
when  Maja  Sacher-Stehlin  died  last 
August  at  93.  The  widow  since  1932 
of  Emmanuel  Hoffmann,  son  of  Hoff- 
mann-La Roche  foimder  Fritz  Hoff- 
mann, she  devoted  six  decades  to  pa- 
tronizing the  arts.  In  1934  she  remar- 
ried, to  well-known  conductor  Paul 
Sacher,  also  a  key  contributor  to  her 
native  Basel's  cultural  heritage. 

Now  Paul  Sacher,  84,  is  the  elder 
statesman  of  the  family,  which  holds 
an  undisclosed  majority  of  the  key 
registered  shares  of  Hoffmann-La 
Roche,  now  called  Roche.  He  is  on  the 
board  with  two  other  family  members 
from  Maja's  first  marriage:  eldest  son 
Lukas  Hoffmann  and  son-in-law  Dr. 
August  Oeri.  Sacher's  role  appears  se- 
cure: Swiss  magazine  Bilanz  reported 
Sacher  personally  acquired  a  chunk  of 
the  company  when  the  family  repur- 
chased its  controlling  interest  in 
1945.  (Maja's  brother-in-law  Alfred 
Hoffmann  had  sold  his  shares  to  Basel 
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Handelsbank,    dropping    the    family's 
holding  to  below  50%.) 

The  family's  special  voting  shares, 
worth  billions,  anchor  Roche:  It  can 
make  strategic  acquisitions  like  the 
recent  purchase  of  60%  of  America's 
Genentech  for  $2.1  billion  without 
having  to  look  to  the  stock  market  for 
approval. — Philip  Glouchevitch 


LIECHTENSTEIN 


MARTIN  HUTI  AND  FAMILY 

FastetuUing 

In  the  principality  of  Liechten- 
stein, Martin  Hilti,  75,  has 
made  a  big  fortune.  His  Hilti  A.G., 
based  in  Schaan,  near  the  capital  of 
Vaduz,  chalked  up  $1.4  bilhon  in 
worldwide  revenues  last  year,  produc- 
ing fasteners  for  heavy  construction 


Martin  Hilti 


Paul Sacher 


to  do-it-yourself  home  renovators. 
This  year  the  value  of  the  Hilti  fami- 
ly's shares  rose  to  over  $1  billion. 

Hilti,  the  ninth  of  1 1  children,  stud- 
ied engineering  and  mathematics,  and 
in  1939  began  working  in  his  brother 
Eugen's  auto  shop.  In  1941  they 
founded  Maschinenbau  Hilti  to  make 
auto  and  truck  components. 

Hilti  took  advantage  of  postwar  re- 
construction in  neighboring  coun- 
tries. He  developed  guns — the  peace- 
ful kind — that  shoot  bolts,  nails  and 
screws  into  steel  or  concrete,  elimi- 
nating tedious  drilUng.  By  the  mid- 
1960s  Hilti  had  exhausted  the  labor 
pool  in  Liechtenstein  (today  he  em- 
ploys about  one-fourth  of  Liechten- 
stein's industrial  workers).  Produc- 
tion sites  in  neighboring  countries 
and  the  U.S.  followed. 

The  1970s  were  rough.  The  oil  cri- 
sis slowed  construction,  and  Hilti  had 
a  heart  attack.  Son  Michael,  now  43, 
became  the  heir  apparent,  reportedly 
causing    strife    among    other    execu- 


tives. Nevertheless,  after  he  joined 
the  board  things  improved.  Hilti's 
second  son,  Markus,  38,  helps  run  the 
Western  Hemisphere  operations — 
one-third  of  sales — from  Tulsa. 

Can  Hilti  capitalize  on  the  expected 
reconstruction  boom  in  Eastern  Eu- 
rope? "Already  for  many  years,"  Hilti 
told  Forbes,  "we  have  a  well-estab- 
lished partnership  with  local  distribu- 
tors in  most  Eastern  European  coun- 
tries." Look  for  even  bigger  things 
ahead  for  Hilti.— Philip  Glouchevitch 


AUSTRIA 


SWAROVSKI  FAMILY 

Rhinestone  legacy 

TIhe  Swarovski  family  built  a  for- 
tune on  rhinestones,  the  poor 
man's  jewel.  But  today  the  family 
company  is  pushing  higher-margin 
items  to  boost  business.  Last  year  the 
family  created  a  new  company,  Dan- 
iel Swarovski  S.A.R.L.,  based  in  Paris, 
to  sell  fashion  accessories  and  design- 
er crystal  to  department  stores. 

The  handbags,  gloves,  belts  and  so 
forth  are  selling  better  than  expected. 
But  the  designer  crystal — mostly  ob- 
jects like  vases  and  candlesticks  sell- 
ing for  $1,000  to  $20,000— has  been 
slower  to  catch  on. 

The  main  Swarovski  enterprise  is 
in  the  quaint  Tyrolean  village  of  Wat- 
tens,  Austria,  where  founder  Daniel 
Swarovski  settled  in  1895.  Today  the 
company  is  run  by  the  fourth  genera- 
tion, and  their  name  can  be  foimd  on 


Daniel  and  Manfred  Swarovski 

jewelry  and  crystal  in  every  comer  of 
the  globe.  With  distribution  outlets 
throughout  Asia,  Europe  and  the  U.S., 
the  company  had  sales  last  year  of 
over  $850  million.  In  1987  it  bought 
50%  of  the  largest  U.S.  jewelry  retail- 
er, Zales  (1989  sales,  $1.4  billion). 
Last  year  Zales  in  tum  bought  the 
second  largest,  Houston-based  Gor- 
don's Jewelers.  — Philip  Glouchevitch 
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SIEGFRIED  OTTO 

He  makes  money 

Siegfried  Otto  really  knows  how 
to  make  money.  No  relation  to 
Werner  Otto  and  his  family  (which 
see),  Siegfried,  75,  owns  the  world's 
leading  printer  of  bank  notes,  Gie- 
secke  &  Devrient  GmbH.  Its  principal 
papermaking  facility,  a  heavily  guard- 
ed plant  in  Bavaria,  is  considered  the 


Siegfried  Otto 


best  of  its  kmd  in  the  world,  implant- 
ing special  watermarks  and  secret 
threads. 

Business  is  booming.  An  initial  40 
billion  new  deutsche  marks  must  be 
run  off  to  service  the  East  German 
currency  reform.  How  profitable  is 
Giesecke  &.  Devrient?  The  compara- 
ble but  state-owned  and  presumably 
less  efficient  German  money  printer 
in  Berlin  shows  margins  of  12.7%. 
G&.D  should  do  at  least  as  well  as  that, 
on  revenues  believed  to  be  about  $750 
million. 

G&D  was  founded  in  1852  in  Leip- 
zig, and  began  making  bank  notes  in 
1854  for  the  Weimar  bank.  The  com- 
pany was  destroyed  in  World  War  II, 
but  in  1948  Otto  revived  it  and  moved 
operations  to  West  Germany.  Last 
year  Otto  bought  out  most  of  the  re- 
maining family  members  who  still 
held  minor  shares. 


DASSLER  FAMILY 

Sad  ending? 

jv „  In  the  late  Horst  Dassler's  luxu- 
l^  rious  guest  house  in  the  Alsa- 
tian town  of  Landersheim,  athletes, 
sport  dignitaries  and  journalists  used 
to  cut  deals.  Dassler  was  criticized  for 
buying  sports  champions  with  his 
money  until  his  death  three  years  ago, 
even  as  the  head  of  Adidas  turned 
amateur  sports  and  running  shoes 
into  the  biggest  sporting  goods  com- 
pany in  the  world — 1989  sales  were 
$1.9  billion,  plus  licensing  and  royal- 
ty revenues  of  some  $800  million. 

Horst  Dassler  constantly  cultivated 
sports  contacts — and  it  paid  off.  At  a 
typical  Olympics  the  three-stripe  la- 
bel graces,  on  average,  75%  of  the 
athletes.  But  back  in  his  little  German 
hometown  of  Herzogenaurach  were 
people  he  couldn't  cultivate — the  oth- 
er branch  of  the  Dassler  family  and 
their  Puma  label.  Horst's  father, 
Adolf,  and  his  uncle,  Rudolf,  split  af- 
ter an  argument  in  1948,  and  Rudolf 
founded  Puma  on  the  other  side  of  the 
town's  Aurach  brook.  Horst,  Adolf's 
only  son,  built  Adidas  into  a  world 
player  but  did  not  take  control  until 
the  death  of  his  parents  in  1985 — only 
to  die  two  years  later  at  the  age  of  51. 
Since  then  Adidas  has  been  hurting. 
The  company  lost  money  in  1989. 
Now  the  heirs  want  to  take  it  public. 


CHANTAL  GRUNDIG 

Love,  death  and  Stiftungs 

TIhe  so-called  Lion  of  Furth,  Max 
Grundig,  died  last  December  at  81, 
and  his  fortune  passed  to  his  41 -year- 
old  widow,  Chantal,  with  nary  a  pfen- 
nig in  taxes.  He  had  set  up  the  Grun- 
dig Stiftung,  or  foundation,  strictly  to 
shelter  his  stakes  in  Dutch  electron- 
ics giant  N.V.  Philips  (6%)  and  Grun- 
dig A.G.  (68%)  and  his  four  luxury 
hotels  from  inheritance  tax.  Chantal 
is  the  foundation's  chief  executive. 

The  widow  received  her  first  Grun- 
dig— a  radio — at  age  16.  By  then  Max 
was  a  living  legend  in  Germany.  He 
made  radios  in  the  1930s,  and,  after 
the  war,  do-it-yourself  radio  kits  that 
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got  around  an  Allied  Occupation  ban. 
From  that  grew  his  full-scale  electron- 
ics concern.  He  obstinately  tried  to 
create  a  European  standard  for  vcRS 
but  was  swamped  by  Asian  competi- 
tion. Philips  bailed  him  out  in  1984 
but  exacted  voting  control. 

Max  met  Chantal  when  he  was 
looking  for  an  assistant  for  his  first 
wife,  to  whom  he  had  been  married  40 
years.  Chantal,  from  French-German 
Alsace,  was  to  teach  Mrs.  Grundig 
French  and  accompany  her  on  trips. 
Wife  number  one  lost  both  a  husband 
and  a  fortune  (aside  from  a  divorce 
settlement)  when  Chantal  became 
pregnant.  Max  and  Chantal 's  daugh- 
ter, Maria  Alexandra,  now  10,  was 
born  when  Grundig  was  71.  He  also 
adopted  Chantal's  grown  daughter 
Valerie  from  a  previous  marriage.  To- 
day Valerie  and  husband  Stefan  Lauda 
run  the  Grundig  luxury  hotel  in 
Fuschl,  Germany. — Philip  Glouchevitch 


HANS  GERLING 

Remember  Herstatt  Bank? 

Who  could  forget?  It  took  Hans 
Gerling  12  years  to  reverse  the 
1974  disaster  that  nearly  destroyed 
him  and  reverberated  around  the 
world.  But  in  1986  he  did  it:  He 
bought  back  control  of  his  family  in- 
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Electron  gun  technology  may  not 
be  a  household  word . . . 


Hitachi's  electron  gun  technology  (EGT)  affects 
your  life  in  ways  you  may  not  have  even  imagined. 
It  is  involved  in  the  advancement  of  medicine. 
Chemistry.  Aerospace.  Electronics.  Biotechnology. 
Computers.  New  materials. 

And  that's  a  short  list. 

In  fact,  this  technology  can  be  found  in  products 
ranging  from  electron  microscopes  to  super  pro- 
jection televisions. 

Hitachi  is  a  world  leader  in  electron  microscopy. 
As  the  greatest  secrets  of  the  universe  lie  within 


the  realm  of  the  atomic  world,  our  efforts  here  h|)r 
made  a  profound  impact  upon  science.  EGT  is 
the  reason. 

It  allows  unprecedented  levels  of  resolution  In 
extremely  powerful  magnifications  —  an  elusive 
combination  until  now. 

We  built  the  world's  most  advanced  electro 
microscope.  To  give  you  an  idea  of  its  power 
imagine  discerning  a  grain  of  sand  on  the  mooi « 
From  your  back  porch. 

Closer  to  home,  our  dual  focus  EGT  systen  gt 
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. . .  3ut  it's  showing  up  in  more  and 
more  households. 


Our  bright  and  vivid  Ultravislon  TVs  are  out  of  this  world. 


h  lonsible  for  the  exceptionally  sharp  and  bright 
jes  found  on  Ultravislon,  our  super  projection 
It's  the  first  television  to  deliver  800  lines  of 
lution.  An  incredible  feat. 
You'll  agree  that  picture  quality  is  simply  stun- 
,  Perhaps  the  best  you've  ever  seen. 
But  don't  think  of  us  solely  for  electron  gun 
nology.  We're  a  US$45  billion  international 

01  Doration.*  'With  290,000  employees.  And  over 
)00  products  —  everything  from  optoelectronic 

I!  ^ated  circuits  to  electric  shavers. 


Perhaps  more  importantly,  Hitachi  is  synony- 
mous with  outstanding  quality  and  reliability. 
Which  is  even  more  reason  to  keep  our  name  on  the 
tip  of  your  tongue. 

*US$44,797  million,  net  sales  for  the  year  ending  March  31, 1990.  US$  I  =  ¥158, 
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surance  company,  Gerling  A.G.,  Ger- 
many's fourth-largest  insurer. 

Herstatt  Bank,  81%  owned  by  Ger- 
ling, failed  because  of  currency  specu- 
lation. To  satisfy  creditors,  Gerling 
had  to  sell  51%  of  the  family  business 
to  an  investor  group,  which  later  sold 
out  to  Gerling's  pal  Friedrich  Karl 
Flick  (which  see) 

Almost  from  the  start  of  the  affair, 
Gerling  was  out  to  buy  back  control. 
When  Flick  sold  his  industrial  empire 
in  1986  he  agreed  to  sell  Gerling  back 
control  of  his  company. 

The  insurance  business — organized 
into  four  separate  companies  today — 


Ileitis  Gerling 


has  been  Gerling's  whole  life.  Now 
75,  he's  put  the  past  behind  him  to  the 
tune  of  building  a  net  worth  that  may 
exceed  $2  billion. 


PORSCHE  FAMILY 

More  Porsches  than  one 

If  they  wanted  to,  the  Porsches 
could  be  a  lot  richer  than  they 
already  are.  They  need  only  give  in 
and  sell  their  Stuttgart-based  sports 
car  maker  to  the  Japanese  or  Ameri- 
can car  companies  waving  billion-dol- 
lar buyouts  at  them.  But  that  is  un- 
likely for  the  Austrian-German  clan 
so  long  as  Ferdinand  (Ferry)  Porsche  is 
still  alive.  The  80-year-old  patriarch 
has  retired  to  honorary  chairman  of 
the  board  but  still  holds  tight  rein  on 
the  family  shareholders,  who  a  few 
years  ago  openly  squabbled  over  pow- 
er and  money. 

Each  family  member  has  one-ninth 
of  Porsche  A.G.'s  shares.  Members  in- 
clude Ferry's  sister  Louise  Piech,  bom 
Porsche  and  now  85,  and  Ferry's  three 
sons:  the  5 5 -year-old  Ferdinand  Alex- 
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ander  (Butzi),  successful  designer  and 
successor  to  his  father's  job  as  chair- 
man of  Porsche  A.G.;  Hans-Peter,  50, 
partner  in  Butzi's  design  studio;  and 
Wolfgang  (Wolfi),  47,  exclusive  dealer 
of  Yamaha  motorbikes  in  Austria  and 
France. 

The  car  company  is  only  one  side  of 
the  family's  wealth.  The  other  jewel 
is  far  less  known:  Porsche  Holding  in 
Salzburg.  The  far-reaching  conglom- 
erate— which  Louise  Piech,  despite 
her  considerable  age,  runs  with  a  firm 
hand — has  dm  3.5  billion  in  sales, 
more  even  than  the  dm  2.5  billion  of 
the  car  company.  The  largest  private 
holding  company  in  Austria  is  general 
importer  of  Volkswagen,  Porsche  and 
Audi;  runs  a  chain  of  stores;  has  fin- 
gers in  leasing,  financing  and  insur- 
ance; owns  Stuttgart-based  data  pro- 
cessor Taylorix  and,  lest  we  forget, 
Schmittenhohenbahn  A.G.,  the  most 
profitable  cable-car  lift  in  Austria. 
The  family  is  worth  over  $1  billion. 


REIMANN  FAMILY 

Calgon's  heritage 

The  familiar  Calgon  brand  of 
water  softeners  and  bathwater 
additives  has  an  unfamiliar  origin:  the 
Reimann  family,  owners  of  Job.  A. 
Benckiser  GmbH,  a  maker  of  deter- 
gents and  other  cleaning  chemicals. 
It's  lately  been  busy  acquiring  Europe- 
an companies  in  that  business  and  in 
cosmetics. 

In  May  the  firm  paid  $355  million 
to  SmithKline  Beecham  for  well- 
known  European  cosmetics  compa- 
nies such  as  Lancaster  and  Margaret 
Astor.  Prior  to  that,  Benckiser  had 
acquired  consumer  products  compa- 


nies in  Spain  and  Italy.  With  the  ac- 
quisitions have  come  rapid  growth:  In 
1988  the  company  reported  cash  flow 
of  some  $120  million;  just  in  the  first 
half  of  last  year,  it  reached  an  impres- 
sive $130  million. 

Founded  in  1823,  Benckiser  is  Ger- 
many's oldest  chemicals  company. 
Since  the  death  of  patriarch  Albert 


Albert  Reimann 


Reimann  six  years  ago  his  nephew 
Gerd  Reimann-Dubbers  has  headed 
the  supervisory  board.  Until  a  few 
years  ago  the  company's  mainstay 
product  was  citric  acid,  but  the  new 
generation  is  clearly  consumer-ori- 
ented. You  may  hear  more  from  them 
in  the  future:  For  $106  million,  the 
company  recently  bought  back  the 
U.S.  rights  to  its  Calgon  brand,  again 
from  SmithKline  Beecham. 
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The  eagle  has  landed. 

In  Oklahoma  and  Mississippi.  Georgia  and 
i  Alabama.  Where  few  bald  eagle  nests  have 
produced  young  in  the  last  50  years.  Using 
precious  e^  and  dedicated  effort,  the  Sutton 
Avian  Research  Center  is  successfully  raising 
eaglets  from  fuzzy  to  fierce.  And  releasing 

them  into  the  habitats  bald  eagles 

used  to  call  home 

Phillips  Petroleum 

_^^^    supports  this  unique 

ijk  n^r   prcgram  to  re-establish 

^^  ^  our  endangered 

national  symbol. 


^ 


After  all,  if  Man  can  \ 

land  an  Eagle  on  the  moon,  he        '"■ 
can  surely  Keep  them  landing  on  the  eartn.^ 

For  more  infoFmation,  contact  the  George  Miksch  Sutton  Avian  Research  Centeq  Inc.,  EO.  Box  2007,  Bartlesville,  OK  74005,  (918)  ,S,%-7778. 


CRETE  SCHICKEDANZ 

Looking  to  the  East 

Schickedanz  took  over  the  compa- 
ny founded  by  her  husband  shortly 
after  the  war,  and  took  advantage  of 
postwar  reconstruction  in  Germany 
to  make  her  catalog  business  mush- 
room. Now  she'll  try  to  do  it  again  in 
Eastern  Europe  and  the  Soviet  Union, 
where  reconstruction  of  a  different 
sort  is  under  way.  A  joint  venture 
with  two  Soviet  partners  has  Quelle 


Crete  Schickedanz 


printing  a  Russian-language  catalog. 
Russians  with  convertible  currencies 
can  order.  Quelle  will  truck  to  Mos- 
cow, and  the  Soviets  will  deliver  from 
there.  There  already  are  similar  deals 
with  Poland,  Hungary,  Yugoslavia 
and  Bulgaria. 

On  the  Western  front.  Quelle  has 
catalogs  in  Spain  and  Wisconsin  and  a 
television  home  shopping  venture  in 
Germany.  Schickedanz  rounds  out 
her  family  holdings  with  retail  stores 
Sinn  and  Leffers,  some  manufactur- 
ing, the  Coca-Cola  concession  for 
northern  Bavaria  and  financial 
services. 

For  Grete  Schickedanz,  78,  owning 
the  family  mail-order  business  means 
not  having  to  be  second-guessed.  Last 
year  she  abruptly  replaced  her  46- 
year-old  chief  executive  officer,  who 
had  come  from  McKinsey  &  Co.  The 
lively  widow,  who  is  said  to  choose 
the  Quelle  catalog  models  personally, 
wants  to  prune  the  specialized  retail 
stores  of  non-Quelle  names  like  Tech- 
norama  (electronics)  and  put  back  the 
emphasis  on  the  successful  Quelle 
logo. — Philip  Glouchevitch 


OTTO  FAMILY 

Seeking  rich  markets 

^  At  80,  Werner  Otto  is  a  living 
l/^  reminder  of  Germany's  postwar 
economic  miracle.  He  came  to  Ham- 
burg from  what  is  today  East  Germa- 
ny to  start  Otto  Versand,  now  the 
world's  largest  mail-order  house  ($7.8 
billion   sales).   Unlike   the   Schicke- 


danzes,  the  Ottos  aren't  overly  excit- 
ed about  those  new  Eastern  European 
markets  yet. 

They  want  sophisticated  markets, 
with  working  telephones  and  postal 
systems.  Plenty  of  credit  cards.  Reli- 
able deliveries.  And  lots  of  affluent, 
busy  people  with  no  time  to  shop  who 
will  pay  for  mail-order  convenience. 

So  Otto  Versand,  now  run  by  son 
Michael,  47,  is  concentrating  on 
Western  Europe,  the  U.S.  and  Japan. 

It  is  even  taking  a  flier  in  Great 
Britain,  the  last  major  European  mar- 
ket without  an  Otto  presence.  It  has  a 
joint  venture  with  a  British  card  corn- 


eal situations  in  those  countries  to 
clear  up  before  pursuing  any  claim  on 
the  land.  He  remains  West  Germany's 
largest  landowner,  and  has  industrial 


Hclmui  Newtori/S\'gmd 


Werner  Otto 


pany  to  market  affordable  women's 
clothes  via  catalog. 

In  the  U.S.,  the  Otto  family  owns 
87%  of  Spiegel,  which  owns  Honey- 
bee and  Eddie  Bauer.  The  Japanese 
subsidiary.  Otto  Sumisho,  founded  in 
1986,  is  still  losing  money. 

Between  the  company  and  substan- 
tial real  estate  in  North  America,  the 
Ottos  are  worth  well  over  $2  billion. 
Having  been  poor  in  postwar  Germa- 
ny, can  they  be  blamed  for  liking  rich 
markets  better  than  "developing" 
ones? — Philip  Glouchevitch 


PRINCE  JOHANNES 
VON  THURN  UND  TAXIS 

Not  nouveau  riche 

Iast  January  von  Thurn  und  Taxis 
I  celebrated  the  500th  anniversary 
of  the  founding  of  the  postal  monopo- 
ly his  clan  controlled  until  1867, 
when  Prussia  took  it  in  exchange  for 
large  tracts  of  land.  Much  of  that  land 
was  seized  without  compensation  by 
communist  regimes  in  East  Germany, 
Poland  and  Czechoslovakia. 
The  prince  is  waiting  for  the  politi- 


I'rince,  Princess  von  Thurn  und  Taxis 

and  financial  enterprises,  mostly  run 
by  Helge  Petersen,  former  adviser  to 
the  Quandts. 

Petersen  is  further  expanding  the 
prince's  financial  services  operation, 
which  is  geared  toward  wealthy  in- 
vestors like  the  prince.  To  the  comer- 
stone  Fiirst  Thurn  und  Taxis  Bank 
(total  assets  just  under  $600  million), 
he's  added  Munich  business  consul- 
tants WMK  Beteiligungsberatung 
GmbH,  a  new  real  estate  leasing  com- 
pany, a  Munich  brokerage,  a  Diissel- 
dorf-based  real  estate  company  and,  in 
the  U.S.,  37%  of  Philadelphia  securi- 
ties house  Butcher  &.  Co.  On  the  in- 
dustrial side,  there  are  the  prince's 
two  electrical  equipment  companies, 
a  brewery  and  Bavarian  lumber 
mills. — Philip  Glouchevitch 


HENKEL  FAMILY 

It  pays  to  advertise 

Henkel  KGaA  has  already  been  in- 
vesting in  East  Germany  for  de- 
cades— via  the  airwaves.  Its  well- 
known  brand-name  household  deter- 
gents and  cosmetics  are  all  advertised 
on  West  German  tv,  watched  avidly 
by  many  of  East  Germany's  17  mil- 
lion deprived  consumers  all  these 
years.  In  a  business  where  brand 
awareness  is  key,  they  are  eager  po- 
tential new  customers. 

Meanwhile,  Henkel  has  dramatical- 
ly increased  foreign  acquisitions  and 
investments  in  the  past  three  years. 
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IN  THE  RA 
WHO'LL  PUT  V 


r^. 


»R»1992, 

ST  ON-LINE? 


In  todaj/s  Europe— and  tomorrow's— no  telecommu- 
nications company  can  put  you  on-line  with  more  com- 
petitive advantages  than  France  Telecom. 

We're  situated  at  the  geographical  heart  of  the  European 
Community.  But  even  more  important,  we  have  a  track 
record  of  translating  telecommunications  breakthroughs 
into  practical,  accessible,  affordable  customer  benefits. 


Connecting  with  France  Telecom  means  accessing  some 
of  today's  most  advanced  technology.  And  it  also  means 
connecting  with  one  of  the  world's  largest  telecommu- 
nications firms,  with  over  150,000  employees  on  five  con- 
tinents and  more  than  $15  billion  in  annual  revenues. 

To  learn  more  about  how  we  can  put  you  first  on-line 
in  Europe,  connect  with  France  Telecom  at  (212)  977-8630. 


-FRANCE- 


TELECOM 


■  INTERN  ATK)NAL- 


The  Best  Connections 
in  EuropeT 


Konrad  Henkel 


The  most  recent  is  a  12%  stake  in  St. 
Paul,  Minn. -based  Ecolab,  which  pro- 
duces specialty  chemicals.  Henkel 
also  has  longstanding  stakes  in  the 
U.S.'  Loctite  (26%)  and  Clorox  (26%). 
All  of  their  investments  in  the  U.S., 
the  U.K.,  France  and  Spain  have  come 
almost  entirely  from  cash  flow  or  new 
equity  raised  strictly  through  nonvot- 
ing shares.  Little  or  no  debt.  The  300- 
plus-member  family,  headed  by  74- 
year-old  Konrad  Henkel,  is  keeping  a 
lock  on  the  voting  shares  until  at  least 
the  year  2000. 

The  Henkel  family  fortune  began  in 
1876  with  a  household  bleach.  In  1907 
Henkel  introduced  its  famous  Persil 
detergent.  Later  came  more  cleaning 
products,  adhesives  and  cosmetics. 
Now  comes  the  long-awaited  return 
to  East  Germany. — Philip  Glouchevitch 


HAINDL  FAMILY 

Out  to  paper  the  East 

^,  If  you  read  a  morning  paper  in 
'  Germany,  chances  are  it  is 
printed  on  paper  from  Haindl  Papier 
GmbH:  The  Bavarian  family-run 
company  has  become  one  of  the  larg- 
est suppliers  of  newsprint  in  Europe 
(revenues,  $1.3  billion).  This  is  an  old- 
line  outfit:  founded  in  1849,  based  in 
Augsburg,  and  still  run  by  members  of 
the  original  clan,  whose  worth  is  just 
over  $1  billion.  They  once  just  sup- 
plied raw  wood  but  have  long  since 
been  vertically  integrated.  Today 
they're  working  environmentalism 
into  their  operations:  They  are  the 
largest  recyclers  of  paper  in  Europe, 
processing  400,000  tons  of  old  paper  a 
year.  They  turned  the  company- 
owned  airplane  into  a  small  regional 
airline  rurming  daily  between  Augs- 


burg, Hamburg  and  Diisseldorf. 

They  are  also  active  outside  West 
Germany:  On  the  West  Coast  of  the 
U.S.  they  own  sister  paper  company 
Port  Townsend  Corp.  There  are  fac- 
tories in  Holland  and  Austria  and  a 
paper  wh'olesaler  in  New  York.  And 
now,  through  a  joint  venture,  Haindl 
newsprint — a  necessity  to  freedom  of 
the  press — will  soon  be  available  in 
East  Germany. 


ALBRECHT  FAMILT 

Bare-hones  approach 

Poor  people  have  to  buy  cheaply, 
rich  people  like  to."  It's  an  adage 
that's  worked  well  for  the  Albrechts, 
Karl,  70,  and  Theo,  68,  the  discount 
supermarket  magnates.  Not  just  in 
Germany,  but  in  the  U.S.  Since  1976 
their  Aldi  chain  has  grown  to  over  225 
stores.  The  brothers  aren't  forthcom- 
ing, but  some  estimates  put  Aldi's 
U.S.  sales  at  $500  million  per  annum. 

Aldi  stores  don't  have  fresh  produce 
or  meat,  just  five  or  so  aisles  of  boxes 
containing  some  500  basic  products, 
mostly  low-priced  canned  and  dry 
goods.  The  stores,  all  built  by  the 
same  construction  company  off  a 
standard  blueprint,  thrive  mostly  in 
smaller  cities  and  towns  from  Kansas 
to  Ohio. 

The  brothers  first  shaped  their 
methods  in  postwar  Germany.  They 
now  have  stores  in  Austria,  Belgium, 
Holland  and  England.  As  for  Eastern 
Europe,  "the  Aldi  concept  is  the  most 
logical,"  according  to  Barrington,  111. 
supermarket  consultant  Willard  Bish- 
op Jr.  And  Theo  has  11%  of  Idaho- 
based  Albertson's,  worth  some  $500 
million. — Philip  Glouchevitch 


ERIVAN  HAUB 

Opportunity  lies  abroad 

[argins  are  reportedly  getting  thin 
for  Tengelmann  Group,  Germa- 
ny's biggest  supermarket  group  (1989 
revenues,  $22  billion).  It  was  rebuffed 
by  the  cartel  commission  last  fall  in 
its  effort  to  acquire  Gottlieb,  another 
German  chain.  So  owner  Erivan 
Haub,  57,  looks  abroad  for  growth. 

A  bid  by  52% -owned  a&p  for  Bri- 
tain's Gateway  Pic.  failed.  But  a&p 
wound  up  with  20%  of  rival  bidder 
Isosceles,  a  consortium  that  includes 
Gateway  executives  and  London's 
S.G.  Warburg  bank.  Tengelmann  it- 
self won  the  bidding  (against  the  likes 
of  Silvio  Berlusconi)  for  a  minority 
interest  in  the  Italian  family-owned 
Superal  srl  supermarket  chain  in 
Tuscany.  Superal  has  28  stores  with 


almost  $400  million  in  sales  and  is 
looking  to  expand. 

In  the  East,  Tengelmann  bought 
21%  of  Hungary's  Skala  Coop,  which 
sells  everything  from  clothes  to  flat- 
irons  to  food  in  some  500  stores. 

Tengelmann's  other  foreign  hold- 
ings are  the  Lowa  chain  in  Austria  and 
Herman's  in  Holland.  Rounding  out 


Woll  PranKi- 


Erivan  Haub 


the  German  investments  are  the  Kai- 
sers Kaffee  and  Obi  chains.  All  told, 
the  Haub  supermarket  empire,  a  fam- 
ily business  that  was  founded  in  1876, 
is  today  worth  over  $5  billion,  world- 
wide.— Philip  Glouchevitch 


ROCHLING  FAMILT 

After  steel,  what? 

In  Germany,  the  Rochling  name 
means  German  steel.  Ever  since 
Carl  Rochling  inherited  an  ailing 
ironworks  in  Volklingen,  in  1881,  the 
onetime  coal  merchant  family  has 
been  on  the  ascent.  Carl's  son  Her- 
man was  the  Kaiser's  arms  adviser, 
and  was  later  commissioned  by  Hitler 
to  arrange  war  financing.  After  World 
War  II  the  family  bought  Rheinmetall 
A.G.,  which  had  manufactured  steel 
used  in  tanks  for  the  Third  Reich  ar- 
mies. Herman  also  fought  for  the  res- 
titution from  France  of  the  industrial 
Saar  region,  until  he  died  in  1955. 

Today  the  diversified  manufactur- 
ing group — still  heavily  in  steel — is 
owned  by  a  150-member  family.  The 
family  still  has  about  two-thirds  of 
the  voting  shares  of  now-public 
Rheinmetall;  other  steel  assets  were 
sold  and  the  proceeds  invested  by 
nonfamily  professional  managers  in 
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Korean  Air  Announced  A  Budier  Schedule  Than  Yourj. 
Korean  Air  knowd  that  if  you  want  to  succeed  in  budinedd,  you  have  to  stay  one  dtep  ahead.  That's 
why  we  offer  so  many  convenient  flights  from  the  U.S.  to  the  Orient,  including  frequent  nonstop 
flights  to  Seoul.  And  we  have  over  120  connecting  flights  a  week  from  Seoul  to  every  other  major 
destination  in  the  Orient.  So  fly  Korean  Air,  because  our  busy  schedule  can  keep  up  with  yours. 

KSRE^NAIR 

The  Spirit  of  Korea  is  in  the  Air7 


3:32  PM 


Jamie  Conlon's  first  step 

proves  NEC's  laser  technology 

can  help  solve  infertility. 

Jamie  Elizabeth  Conlon  is  living 
proof  of  the  great  strides  medicine 
is  making  towards  reducing  America's 
rising  infertility  rate. 

Twelve  years  before  Jamie's  birth, 
Claire  Conlon  experienced  a  series  of 
medical  difficulties  that  convinced  her  she 
would  never  bear  children.  But  in  October 
of  1987  she  was  told  that  Contact  Laser"  surgery 
might  correct  her  problem.  Two  months  later 
she  was  pregnant. 

This  miracle  was  made  possible  through  the  help  of  an  NEC  laser  The 
laser's  superior  quality  and  high  precision  contributed  greatly  to  the  success  of 
Mrs.  Conlon's  surgery.  And  its  easy  adaptabiHty  to  non-medical  applications 
has  made  it  the  most  widely-used  laser  on  the  market  today. 

NEC's  advanced  laser  technology  is  just  one  of  the  ways  we're  improving 
people's  lives.  You'll  find  the  quality  products  of  NEC  in  corporations  large  and 
small.  In  public  and  private  institutions.  In  homes  across  the  country  Helping 
people  at  every  step  along  the  way. 

For  more  information ,  call  us  at  1  -800-338-9549 . 


NEC 


Quality  That  Proves  Itself. 


Communications  •  Computers  •  Electron  Devices  •  Home  Electronics 


growth  businesses.  In  1988  they  took 
over  Bergmann-Electrizitats-Werke 
A.G.,  a  holding  company,  and  are  now 
merging  it  with  their  telephone- 
switching  manufacturer  DeTeWe. 
With  steel  long  since  a  slow-growth 
industry,  the  Rochling  family  is  bet- 
ting on  high-tech  plastics  and  elec- 
tronics for  the  early  21st  century,  the 
way  it  bet  on  steel  for  the  early  20th. 


QUANDT  FAMILT 

Would  you  sell  BMW? 

After  seven  straight  record  years, 
iBMW  should  certainly  fetch  a  high 
price.  Rumors  abound.  But  Johanna 
Quandt,  63,  shows  no  signs  of  selling 
her  family's  majority  stake — around 
60%.  She  still  personally  holds  at 
least  20%  of  the  family  jewel. 
The  jewel  itself  has  been  acquiring 


Herbert  Quandt 


small,  car-related  companies.  The 
plan  is  to  stick  to  its  top-of-the-line 
cars,  which  in  future  will  contain  ever 
more  sophisticated  electronics.  So 
BMW  has  invested  in  a  dozen  small 
companies  through  U.S.  and  German 
venture  capital  firms  and  has  acquired 
Munich's  Kontron  Elektronik  GmbH 
($175  million  sales)  from  Switzer- 
land's Roche  to  automate  production. 
Johanna  is  the  third  wife  and  now 
widow  of  Herbert  Quandt,  who 
bought  into  and  bailed  out  near-bank- 
rupt BMW  in  1960.  Herbert's  half- 
brother,  Harald  Quandt,  died  in  a 
1967  plane  crash.  The  family  includes 
Harald's  widow,  Inge,  and  five  daugh- 
ters. Herbert  had  a  daughter  from  a 
first  marriage,  three  children  from  a 
second  marriage,  and,  with  Johanna, 
Suzanne,  27,  and  Stephan,  24.  The 
combined  Quandt  fortunes  total  at 
least  $5  billion. — Philip  Glouchevitch 


OTTO  BEISHEIM 

Keeping  one  step  ahead 

If  you  can  get  enough  of  a  head  start, 
it  may  not  matter  if  your  competi- 
tors eventually  catch  you.  Consider 
Otto   Beisheim,    who   built   up   his 


"wholesale"  empire  of  Metro  stores 
from  1964  and  sold  heavily  to  retail 
customers.  As  a  "wholesaler,"  Metro 
ignored  Germany's  silly  store-closing 
law  for  retailers.  Beisheim  made  a 
vast  fortune  by,  among  other  things, 
staying  open  until  9:00  p.m.  while 
retail  competitors  closed  at  6:30.  He 
simply  handed  out  the  required  spe- 
cial wholesaler's  entrance  pass  to  any- 
one who  asked.  Finally,  last  Novem- 
ber, the  German  Retail  Trade  Associ- 
ation got  the  courts  to  order  Metro  to 
close  at  the  same  time  or  else  keep"  a 
closer  eye  on  the  door. 

Is  Otto  on  the  ropes?  Of  course  not. 
He  prepared  long  ago  for  this  inevita- 
ble day  by  diversifying  widely 
throughout  Europe  and  the  U.S.  In 
Germany,  Metro  controls  50%  of 
Kaufhof  (the  number  two  convention- 
al retailer  behind  Karstadt),  Huma' 
Suma  and  Primus  Mcister  supermai 
kets,  and,  in  Switzerland,  60%  of  the 
Pelikan  office  supply  company.  There 
are  travel  services,  insurance  and 
even  a  new  money  market  fund.  In 
the  U.S.  he  has  the  Jetro  cash-and- 
carry  stores. 

Beisheim,  66,  keeps  homes  in  Luga- 
no, Switzerland,  Bal  Harbor,  Fla.  and 
Rottach-Eggern  in  Germany,  and 
oversees  Metro  through  holding  com- 
panies in  Switzerland,  Liechtenstein 
and  the  U.S. — Philip  Glouchevitch 


WILLI  LEIBBRAND 

Not  gone  yet 

Competitors  have  been  hoping 
the  man  sometimes  called  Ger- 
many's king  of  retailing  would  retire. 
Far  from  it.  In  1989  WiUi  Leibbrand 
sold  his  remaining  50%  in  his  3,000 
discount  outlets  Rewe-Leibbrand 
OHG.  But  he  used  the  money  to  buy 
25%  of  Rewe-Zentrale  A.G.,  and  is 
staying  on  the  board  with  this  key 
holding. 

His  climb  to  Germany's  second- 
largest  supermarket  chain — past  Aldi, 
Karstadt  and  Tengelmann,  if  still  be- 
hind Metro — began  in  the  early  1960s. 
He  inherited  a  wholesale  company 
that  delivered  to  mom-and-pop  stores. 
He  then  opened  "reasonably  priced 
neighborhood  stores  for  everyday 
use."  The  stores  became  a  chain,  with 
the  rallying  cry,  "A  new  store  every 
other  day."  He  swallowed  other  dis- 
counters, then  added  chains  of  stores 
selling  electronics,  jewelry  and  car- 
pets. In  recent  years  the  Leibbrand  . 
businesses  reached  the  $15  billion 
sales  mark,  but  margins  have  been 
shrinking — with  everyone  else's. 
Even  though  he's  sold  out  his  ma- 


jority share  in  the  company,  the  com- 
petitors have  little  hope  of  being  rid  of 
him  soon:  By  contract  he  must  retire 
from  the  Rewe  board  by  age  70.  But 
that's  not  until  the  year  2003. 


WILHELM  AND  AUGUST 
VON  nNCK 

Tax  planning 

U'  nder  recent  West  German  tax  re- 
form, the  top  income  tax  rate 
dropped  to  53%  from  56%;  the  top 
corporate  rate  fell  from  56%  to  50%. 
The  bad  news  is  that  since  January 
certain  capital  gains  on  large  holdings 
have  been  taxed  at  the  53%   maxi- 

Wolf  Pninge 


August  von  Finck 


Wilhelm  von  Finck 


Wolf  Prange 


mum  rate  instead  of  at  a  preferential 
28%  rate. 

For  Wilhelm,  62,  and  August  von 
Finck,  60,  whose  private  bank,  Merck, 
Finck  &.  Co.,  holds  industrial  and 
property  assets  dating  back  to  the  last 
century,  the  new  capital  gains  sched- 
ule is  worth  hundreds  of  millions  of 
dollars.  To  mitigate  the  impact  on 
their  estates,  the  brothers  exchanged 
properties  among  their  various  sub- 
sidiaries last  year.  The  only  other  way 
to  write  up  the  securities  would  have 
been  to  transform  Merck,  Finck  &. 
Co. — West  Germany's  second-largest 
private  bank — into  a  public  stock 
company.  But  the  von  Fincks  want  to 
be  private  bankers,  the  better  to  keep 
their  very  substantial  wealth  from 
public  view. 
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"I'm  always  focusing  on 
my  business. 

I  can't  let  my  personal 
finances  get  left  behind. 

That's  why  I  need  my 
Chase  Private  Banker." 


-Richard  Secrist 
Executive  and  Entrepreneur 


In  1986,  Rich  Secrist  and  several  business  asso 
ciates  bought  and  consolidated  a  group 
of  specialty  industrial  companies.  Secrist  was 
named  Chairman,  (;E()  and  President  of  the 
new  concern. 

Secrist  says,"!  realized  if  I  spent  a  lot  of  my  time 
worrying  about  my  portfolio,  my  business 
would  suffer  That's  why  1  wanted  some  profes- 
sional management." 

So,  Secrist  went  to  Cha.sc.  "Chase  is  very  per- 
sonal. 1  use  almost  every  service  they  have  and 
they  really  go  put  of  their  way  to  take  care  of 
me  If  1  have  a  special  request  they'll  help  me. 
h's  wonderful  to  have  .somebody  in  a  bank  that 
you  can  call  up  and  right  away  people  start 
moving." 

If  you  have  an  income  of  $250,000  or  assets 
of  $500,000  to  invest  and  you  want  .service  like 
this,  speak  to  a  (ihase  Private  Banker. 

We  have  a  long  history  of  active  fixed  income 
and  equity  investment  management  with 
consistent  high  returns.  AndCha.se  will  tailor 
a  comprehensive  array  of  financial  .services  to 
meet  your  specific  needs. 

We  have  offices  in  New  York,  Florida  and  C^al- 
ifornia.Call  1-800-942-1414  ext.  6145  and  we'll 
put  you  in  touch  with  the  Chase  Private  Banker 
nearest  you. Then  you'll  find  out  how  we  can 
help  you.  Like  we've  helped  Rich  Secrist. 

The  Chase  Private  Banker. 

All  the  financial  help  you'll  ever  need." 
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New  York,  Palm  Beach,  San  Francisco,  Los  Angeles,  San  Diego 

©  1990  The  Chase  Manhattan  Corporation  Member  FDIC. 
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The  brothers'  $3  bilUon-plus  visible 
investment  portfoho  faces  more  ob- 
stacles before  it  goes  to  their  heirs 
(Wilhelm  has  one  child  and  August 
has  four).  There  will  still  be  a  35% 
inheritance  tax  eventually.  On  a  hap- 
pier note,  the  10,000  acres  of  mostly 
imdeveloped  von  Finck  land  around 
Munich  will  be  taxed  at  only  10%  of 
market  value. — Philip  Glouchevitch 


HEINZ  BAUER 

Now,  cross-border  ad  breaks 

^Fou  really  know  the  world's  going 
Xglobal  when  a  publisher  gives  dis- 
counts to  advertisers  across  national 
borders.  Bauer  Verlag,  Heinz  Bauer's 
once  strictly  German  house,  now 
gives  advertisers  a  15%  discount  for 
ads  put  in  all  four  of  Bauer's  women's 
fashion  magazines.  Only  two  (Tirui 
and  Bella)  are  German,  while  Maxi  is 
French  and  another  Bella  is  English. 
The  break  applies  even  if  the  ad  is 
varied  to  suit  the  different  national 
psyches. 

In  the  U.S.,  where  Bauer  publishes 
Woman 's  World  and  First  for  Wometi, 
Bauer  is  introducing  the  common  En- 
glish practice  of  giving  agencies  vol- 
ume discounts — to  draw  smaller  ad- 
vertisers, whose  ads  get  cheaper  when 
pooled  with  other  ads  through  the 
same  agency. 

Bauer,  50,  is  a  longtime  border 
crosser.  Aside  from  his  40-magazine 
publishing  empire,  his  diversifica- 
tions include  Optyl,  which  supplies 
the  world  with  the  fancy  designer 
sunglasses  created  by  Porsche  Carrera 
and  Christian  Dior,  and  Winn's,  a 
230-store  discount  chain  in  Texas. 

But  the  key  asset  remains  Horen 
und  Sehen,  Germany's  version  of  TV 
Guide.  It  and  his  two  other  program 
guides  account  for  one-third  of  the 
publishing  revenues.  The  family  com- 
pany was  founded  in  1875  by  Heinz' 
grandfather. — Philip  Glouchevitch 


MOHN  FAMILT 

Make  profits,  not  empires 

Reinhard  Mohn,  70,  no  longer  runs 
family-owned  media  giant  Ber- 
telsmann A.G.  day  to  day.  But  his 
ideas  do:  Mohn  seeks  to  reconcile  the 
often  divergent  objectives  of  owners 
and  their  managers,  who  he  says  like 
to  empire-build,  even  at  the  expense 
of  profits.  So  certain  Bertelsmann 
managers  will  soon  be  able  to  invest 
their  own  money,  within  limits,  in 
their  divisions — for  returns  deter- 
mined by  profits. 
While     chairman     and     patriarch 


Mohn  focuses  on  such  strategies. 
Chief  Executive  Markus  Wossner 
sticks  to  the  core  businesses — book 
and  record  clubs  and  70% -owned 
Griiner  &  Jahr,  a  magazine  publisher 
in  Europe;  Doubleday  publishing  and 
RCA  Records  in  the  U.S.  There  are 
small  projects  in  the  works:  a  German 
cable  channel  and  a  laser  videodisc 


Reinhcini  Muhii 


venture.  East  Germany?  A  book  club 
previously  test-marketed  in  Dresden 
begins  this  year. 

At  $6.7  billion  revenues  and  $206 
million  1989  profits,  things  have 
come  a  long  way  since  1835,  when 
Carl  Bertelsmann  first  published  reli- 
gious books.  Reinhard,  the  fifth  gener- 
ation, has  passed  to  son  Johannes  a 
majority  of  the  shares,  plus  stock  to 
his  wife  and  five  other  children.  He 
has  kept  a  single  dm  500  share  that 
has  all  the  votes,  which  will  eventual- 
ly go  to  the  nonprofit  Bertelsmann 
Foundation. — Philip  Glouchevitch 


BOSCH  FAMILT 

World's  richest  eight-percenters 

Privately  owned  Robert  Bosch 
GmbH  is  Germany's  ninth-larg- 
est industrial  company,  known 
worldwide  for  spark  plugs,  abs  brakes, 
and  other  auto  components.  In  1989 
worldwide  sales  were  $18  billion. 

Robert  Bosch  (1861-1942)  was  the 
son  of  a  farmer  from  the  Stuttgart 
region.  At  age  25,  he  founded  his  own 
manufacturing  company  and  infused 
it  with  a  quality-first  philosophy.  His 
motto:  "Better  to  lose  money  than 
trust."  His  contemporaries  taunted 
him  in  1906  for  introducing  the  eight- 
hour  workday  in  his  factories.  He  do- 
nated his  company's  earnings  from 
World  War  I,  some  10  million  marks, 
to  the  Weimar  Republic.  Bosch  also 
built  housing  projects  and  hospitals  in 
Stuttgart. 


His  son  Robert  Jr.,  now  62,  succeed- 
ed his  father  as  manager  of  the  compa- 
ny, and  ran  it  until  1971,  when  he  left 
(he  was  43)  and  began  studying  psy- 
chology. He  founded  workshops  for 
handicapped  people,  psychotherapeu- 
tic youth  clinics  and  geriatric  centers. 
He  and  his  family  put  the  bulk  of  their 
ownership  of  the  giant  company  into 
the  Robert  Bosch  Stiftung  GmbH 
charitable  foundation  in  1964,  keep- 
ing only  12%.  They  have  since  re- 
duced their  share  to  8%.  But  their 
namesake  company's  cash  flow  is  so 
huge  (over  $1.6  billion  in  1989  and 
growing),  even  their  8%  remnant  is 
worth  over  $1  billion. 


HERZ  FAMILT 

(hanging  times  ' 

Tlhings  are  different  these  days  at 
the  famed  Tchibo  Frisch  Rost  Kaf- 
fee  retailing  chain.  Last  year  for  the 
first  time  the  bulk  of  the  company's 
sales  ($3.1  billion)  came  not  from  the 
Herz  family's  coffee-and-sundries 
business  but  from  consolidating  the 
controlling  60%  stake  in  tobacco 
company  Reemtsma  Cigarettenfabrik 
GmbH.  The  company  also  has  a  26% 
stake  in  Beiersdorf  A.G.,  which 
makes  Nivea  skin  care  products.  Cof- 
fee store  profits  fell  to  $39  million 
from  1988's  $41  million,  as  raw  mate- 
rial prices  rose  and  competition  be- 
came cutthroat. 

Against  this  backdrop  came  a  fam- 
ily drama  of  sorts.  Michael  Herz,  46, 
who  had  helped  run  the  coffee  chain 
that's  the  origin  of  the  family  fortune, 
resigned  last  November.  With  youn- 
ger brother  Wolfgang,  39  (who  also 
left),  he  has  acquired  Blume  2000,  a 
Hamburg  flower  distributor  with  40 
outlets.  That  leaves  eldest  brother 
Gunter,  49,  and  longtime  associate 
Horst  Pastuszek,  63,  running  Tchibo. 
All  three  brothers,  two  other  siblings 
and  their  widowed  mother  remain 
shareholders. 

Meanwhile,  the  last  brewery  hold- 
ing, 90%  of  profitable  Bavaria  St.  Pau- 
li,  was  sold  for  a  reported  $235  mil- 
lion. The  cash  seems  headed  to  ciga- 
rettes: Management  sees  growth 
potential  when  trade  barriers  fall  in 
1992.— Philip  Glouchevitch 


ERICH  BROST  AND  FAMILT 

World's  most  capitalistic  socialist 
Prior  to  World  War  II,  Erich 
Brost  was  editor  of  the  Socialist 
Party  newspaper,  Danziger  Stimme 
(Voice  of  Danzig).  After  the  war  he  got 
together  with  archconservative  Jakob 
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Taking  imaginations 
for  a  ride 


It's  the  Loch  Ness  Monster  roller 
coaster  ...  a  wild  sports  car  chase 
through  the  streets  of  Paris ...  an 
intergalactic  Starfighter.  The  SR2 
simulator  is  all  those  things  and 
much  more,  thanks  to  a  unique 
motion-control  system  using 
advanced  electrohydraulic 
components  from  Parker. 

Go  for  a  fast 
ride  standing 
in  one  place 

Manufactured  by  Doron  Precision 
Systems,  Inc.,  the  SR2  simulator  is  a 
stationary  unit  capable  of  creating 
the  sensation  of  virtually  any  ground, 
water,  or  air/space  vehicle.  Since 
1978,  millions  of  people  have 
enjoyed  the  various  thrilling  SR2's 
experiences  in  over  15  countries 
throughout  the  world. 

As  a  star  in  the  entertainment 
field,  the  SR2  offers  a 
spectacular  array  of  rides 
that  can  be  changed 
needed  to  offer  ne\ 
thrills  to  repeat 


customers.  And  central  to  the 
magical  motion  of  the  SR2  is  the 
down-to-earth  motion-control 
expertise  of  Parker. 

Parlcer  systems 
tielp  malce  tfie 
experience  real 

By  working  closely  with  Doron 
at  the  initial  design  stages,  Parker  was 
able  to  develop  and  manufacture 
hydraulic  components  and  systems 
to  allow  the  SR2  a  full  and  exciting 
range  of  motion.  In  addition,  Parker 
supplied  the  hoses,  connectors,  filters, 
cylinders,  and  many  other  related 
products  to  assure  the  SR2  of  safe, 
reliable,  and  economical  operation  on 
a  demanding  daily  basis. 


Of  course,  Parker  was  a  logical 
choice  for  this  important  task  since 
our  products  are  already  in  use  on 
the  highly  sophisticated  tlight 
simulators  used  to  train  military  and 
airline  pilots. 

Dividend 
performance 
passes 
the  others 

As  a  $2.38  billion  worldwide 
enterprise,  Parker  is  the  largest 
company  in  the  motion-control 
industry,  with  impressive  growth 
potential. 

I'arker  has  over  800  product  lines 
in  hydraulic,  pneumatic,  and 
electromechanical  applications.  In 
motion  control,  no  single  competitor 
presents  a  protlucl  line  as  broad  as 
Parker's. 

Our  shareholders  have  benefited 
from  this  diversity  with  34 
consecutive  fiscal  years  of 
,  dividend  increases  and 

160  consecutive 
t|uarterly  dividends, 
f'or  more 
inlbrmalion, 
write: 

'arker  Hannifin 
("orporalion 
Dcpt.  FB-14 
17325  Euclid 
Avenue 
Cleveland 
44112-1290 
Ohio 

(PH-NYSE) 
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A  partnership  in  vital  technologies. 
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Erich  Brost 


Funke  (see  below)  and  founded  what 
grew  into  today's  Westdeutsche  All- 
gemeine  Zeitung  press  empire.  The 
Essen-based  media  power  has  a  near 
monopoly  on  newspapers  in  the  in- 
dustrialized Ruhr  region;  its  dailies 
boast  total  circulation  of  1.2  million. 
WAZ  also  has  stakes  in  an  Austrian 
newspaper  and  a  broadcast  property. 
Total  revenues,  around  $600  million. 

Now  86,  Erich  Brost  still  comes  to 
the  office  every  day,  accompanied  by 
his  wife  and  former  secretary  Anne- 
liese,  69.  Exactly  half  the  company 
belongs  to  him  and  his  family.  The 
other  50%  is  held  by  Funke 's  heirs. 
One  of  the  company's  two  chief  exec- 
utives is  Erich  Schumann,  59,  a  for- 
mer attorney  for  Germany's  Socialist 
Party  leadership  who  was  legally 
adopted  by  Brost  in  1985  and  set  up  as 
the  next  heir,  after  wife  Anneliese,  to 
the  Brost  fortune.  (Schumann  shares 
the  top  job  with  Giinther  Grotkamp, 
the  right-hand  man  of  the  Funke 
heirs.) 

Brost  also  has  a  natural  son,  Martin, 
43;  his  stock  in  waz  was  repurchased 
by  his  father  after  the  1987  stock  mar- 
ket crash  for  $235  million  and  a 
12.5%  stake  in  the  billionaire  Otto 
family's  Otto  Versand.  Megarich  Mar- 
tin lives  the  yuppie  dream  as  an  or- 
ganic farmer  and  physical  therapist  in 
the  hinterlands  of  Bavaria. 


FUNKE  FAMILY 

Marriage  is  thicker  than  water 
i\  When  Erich  Brost's  longtime 
p^  partner,  Jakob  Funke,  died  in 
1975,  things  got  complicated  in  the 
family.  Funke's  50%  stake  in  the 
Westdeutsche    Allgemeine    Zeitung 


media  empire  was  inherited  by  his 
four  daughters  and  is  comanaged  by 
Giinther  Grotkamp.  A  63-year-old 
former  attorney,  Grotkamp  worked 
for  Funke  from  1960  and  became  his 
right-hand  man.  In  1986  he  married 
Petra,  now  47,  the  youngest  daughter 
of  fakob. 

Before  the  marriage,  Grotkamp  paid 
the  sisters  (Gisela  Holthoff,  62;  Ren- 
ate  Schubris,  52;  Ute  Funke,  48;  and 
Petra)  a  $600,000  yearly  stipend.  The 
rest  of  the  copious  profits  were  rein- 
vested in  the  company.  Tired  of  the 
small  payouts,  Ute  decided  to  sell  her 
stock  in  1989  and  was  given  $160 
million  from  Grotkamp — although 
her  WAZ  share  may  have  been  worth 
twice  as  much.  Grotkamp  did  better 
by  wife  Petra:  She  got  the  family's 
12.5%  stake  in  Hamburg-based  Otto 
Versand,  which  was  worth  at  least 
$150  million,  in  addition  to  keeping 
her  ownership  stake  in  the  family  me- 
dia company. 

Not  that  the  other  girls  are  hurting. 
The  eldest,  Gisela,  for  instance,  has 
enough  capital  to  invest  in  luxury  ho- 
tels in  Kbln  and  the  French  town  of 
Annecy,  in  the  French  Alps. 


JOSEF  SCHORGHUBER 

Munich's  master  builder 

An  "extraordinary  sense  for 
business,"  said  Ludwig  Huber, 
Bavaria's  ex-finance  minister,  about 
Josef  Schorghuber,  the  Munich-based 
construction  and  brewery  entrepre- 
neur. Indeed.  The  overweight  Bavar- 
ian has  little  time  for  pinstripes  and 
book-learned  management  methods: 
In  his  shirtsleeves  he's  put  together  a 


Josef  Schorghuber 


billion-dollar  business.  The  core  is 
real  estate  and  a  construction  busi- 
ness built  in  the  1950s  and  1960s: 
Since  1954  he's  built  15,000  apart- 
ments, millions  of  square  feet  of  office 
space,  and  much  else. 

With  hefty  support  from  the  banks 
and  Bavaria's  ruling  conservative 
party,  Schorghuber  built  a  massive 
housing  and  office  complex  called 
Arabellapark  in  the  eastern  section 
of  Munich,  where  there  had  once 
been  open  fields.  There's  also  Bau- 
Holding,  an  umbrella  under  which 
the  traditional  Hacker-Pschorr  and 
Paulaner  breweries  operate.  Schorg- 
huber also  owns  other  important 
stretches  of  Munich  real  estate  and 
is  Europe's  largest  Coca-Cola  bottler, 
as  well  as  the  owner  of  the  Arabella 
hotel  chain  and  an  airline  leasing 
company. 

For  years  he's  been  saying  he  wants 
to  retire  to  his  farm  in  the  town  of  Bad 
Tolz.  Last  April  he  turned  70 — but  he 
still  hasn't  retired.  So  son  Stefan  will 
have  to  wait  a  while  before  he  can 
claim  his  father's  seat. 


KARL  HEINZ  KIFP 

Five-star  investor 

W'  hen  Karl  Heinz  Kipp  switched 
from  German  shopkeeper  to 
Swiss  hotelier  it  surely  improved 
room  service  at  the  Tschuggen  Hotel 
in  Arosa,  Switzerland.  He  moved  in 
four  years  ago  after  selling  his  Massa 
stores  for  an  aftertax  gain  of  some 
$700  million  and  leaving  his  native 
Germany.  From  the  top  floor  of  the 
five-star  hotel  Kipp  keeps  an  eye  on 
his  three  other  first-class  Swiss  resort 
hotels. 

Kipp,  66,  can  well  afford  his  Guide 
Michelin  housing.  Besides  that  upfront 
cash  from  Germany's  Asko  chain, 
Kipp  gets  $65  million  a  year  for  30 
years  from  the  real  estate  under  the 
stores,  which  he  kept.  Kipp  also  owns 
some  Manhattan  properties,  looked 
after  by  his  son  Ernst  Ludwig,  who 
lives  in  Annapolis,  Md. 

He  bought  the  Alfred  Massa  compa- 
ny in  1948  and  built  it  into  a  success- 
ful textile  wholesaler.  Foreseeing  cor- 
rectly in  1964  the  threat  of  cheap 
Asian  textiles,  he  switched  to  retail- 
ing and  built  the  27  stores  selling  ev- 
erything from  food  to  sundries  to  gar- 
den supplies  that  he  finally  sold  to 
Asko.  Now  Otto  Beisheim's  (which 
see)  Metro  Group  reportedly  has 
talked  to  Asko  about  buying  them. 
That  would  give  Massa  a  new  Swiss 
connection:  Beisheim  has  a  house  in 
Lugano. — Philip  Glouchevitch 
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OETKER  FAMILY 

Moving  on 

Fl  rozen  pizza,  sparkling  wine,  brew- 
eries, hotels,  shipping,  banking  and 
insurance  may  not  have  synergy,  but 
Rudolf  Oetker,  74,  and  family  draw  a 
pretty  profit  from  them  anyway. 
Oetker  quit  active  management  nine 
years  ago,  but  only  last  year  did  he 
transfer  partial  ownership  of  the  main 
Oetker  food  and  shipping  company  to 
his  eight  children  from  three  mar- 
riages. Eldest  son  August  Oetker,  46, 
manages  the  company  and  has  voting 


Rudolf  Oetker 


control. 

The  transfer  (other  assets  have  long 
since  been  handed  down)  brings  the 
"family  store,"  as  Rudolf  likes  to  call 
his  company,  safely  to  the  fourth  gen- 
eration. The  business  got  its  start  in 
1891  when  Rudolf's  grandfather  be- 
gan packaging  baking  powder  in  retail 
quantities,  with  free  recipes  included. 
German  sales  have  always  been  stron- 
gest— some  $600  million  last  year, 
versus  only  $225  million  abroad.  So 
Oetker  seeks  to  expand.  A  1989  joint 
venture  with  Turkey's  Piyale  to  mar- 
ket Oetker  products  in  Turkey  marks 
a  start.  Then  there's  always  East  Ger- 
many.— Philip  Glouchevitch 


VON  OPPENHEIM  FAMILY 

Globalization  strikes  again 

TIhe  von  Oppenheims  would  just  as 
soon  stick  to  home  turf.  "Our 
strength  has  always  been  in  the 
Rhineland,"  a  spokesman  says.  But 
1992  approaches,  and  the  owners 'of 
Germany's  largest  private  bank  (as- 


Mciufreci  ran  Op/>enhcun 


sets:  $7.5  billion)  must  move  on. 

Last  September  cousins  Manfred, 
66,  and  Alfred,  56,  sold  a  majority  of 
the  bank's  53%  of  the  Colonia  insur- 
ance company  to  Victoire  group,  a 
French  holding  company,  for  an  un- 
disclosed sum.  Among  other  things, 
this  will  give  Sal.  Oppenheim  jr.  & 
Cie.  more  visible  equity  and  more 
added  clout  as  a  unified  Europe  looms. 
Aside  from  the  cousins'  desire  to  con- 
centrate more  on  banking,  the  elimi- 
nation of  preferential  tax  treatment 
for  capital  gains  after  Jan.  1  made  the 
recent  sale  irresistible. 

But  they  must  also  now  have  offices 
in  New  York,  London  and  Tokyo,  like 
anyone  in  big-time  European  banking. 
And  last  August  they  acquired  Pans 
brokerage  Jean-Claude  Melendes,  to 


Alfred  i  'on  Oppenheim 


add  to  their  presence  in  the  other  con- 
tinental markets  of  Holland,  Luxem- 
bourg and  Switzerland.  So  necessity 
has  made  the  cousins  international- 
ists.— Philip  Glouchevitch 


HUGO  MANN 

To  sell  or  not  to  sell 

Mann,  77 ,  started  out  as  a  car- 
penter's apprentice  and  became 
one  of  Germany's  biggest  merchants. 
By  1988  his  Wertkauf/Mann  group 
had  sales  of  $1.8  billion,  enough  to 
make  him  the  country's  14th-largest 
retailer.  His  main  companies  today 
are  the  self-service  Wertkauf  super- 
markets and  the  Mann  furniture 
houses. 

Mann  breaks  up  his  empire  into 
three  regional  companies,  plus  a  real 
estate  holding  company  and  a  sepa- 
rate chain  of  furniture  stores.  Each  of 
the  pieces  is  small  enough  to  escape 
the  German  financial  reporting  re- 
quirements for  large  private  firms. 
But  in  1988  the  billionaire  Otto  fami- 
ly's Otto  Versand  toyed  with  buying 
Mann  out.  Their  professional  apprais- 
er reportedly  valued  Mann's  stores  at 
about  $1  billion — not  counting  the 
real  estate  held  separately. 

But  no  deal  materialized,  and  Mann 
says  he  has  no  plans  to  sell  off  his 
company.  "What  would  I  do  with  the 
money?"  he  is  reported  to  have  said. 
"I  would  have  to  hire  five  or  six  peo- 
ple to  manage  it."  Horrors! 


VON  SIEMENS  FAMILY 

I'aniily  protection  plan 

Siemens  A.G.,  with  annual  sales  of 
$35  billion,  is  the  second-largest 
industrial  company  in  Germany.  It 
makes  everything  electrical  from 
streetcars  in  Sacramento  to  nuclear 
power  plants  in  Europe  and  South 
America  to  computers  in  Germany. 

Thanks  to  its  enormous  cash  flow, 
Siemens  has  a  huge  cash  hoard,  which 
it  has  used  aggressively  in  recent 
years:  a  reported  $3.5  billion  on  its 
share  of  the  joint  hostile  takeover — 
with  GEC  of  Britain — of  the  U.K.'s 
Plessey  Industries;  about  $1.2  billion 
to  buy  Rolm  from  ibm;  and  some  $600 
million  to  take  over  51%  of  Ger- 
many's Nixdorf  Computer.  Even  after 
all  that,  it  has  $13  billion  left. 

That's  60%  of  its  market  value,  and 
any  armchair  takeover  artist  knows 
he  could  easily  borrow  against  cash 
flow  to  cover  a  bid.  The  stock  has  run 
up  some  30%  in  the  past  year. 

But  there'll  be  no  takeover  here, 
thanks  to  the  heirs  of  Werner  von 
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Siemens,  who  cofounded  Siemens  & 
Halske  Telegraph  Co.  in  1847.  The 
company  has  been  run  by  nonfamily 
managers  for  20  years.  But  200  family 
members  do  own  12%  of  the  share 
capital  through  a  trust,  and  many  of 
the  shares  have  up  to  six  times  the 
votes  of  ordinary  shares — enough,  re- 
portedly, to  give  25%  control.  Under 
German  law  that  effectively  blocks 
takeovers. — Philip  Glouchevitch 


FRIEDRICH  KARL  FLICK 

Where  is  Flick:' 

Fl  riedrich  Karl  Flick,  63,  continues 
to  be  notable  by  his  absence.  Five 
years  ago  he  sold  his  industrial  empire 
to  Deutsche  Bank  for  $3  billion.  Since 
then  Flick's  only  visible  role  has  been 
to  fulfill  his  duty  on  the  supervisory 
board  of  Deutsche  Bank.  The  feud 
with  his  two  nephews,  Friedrich 
Christian  and  Cert  Rudolf,  whose  in- 
terests in  the  family  company  he 
bought  out  for  a  mere  $120  million 
back  in  1975,  has  calmed  since  Flick 


paid  them  an  additional  undisclosed 
amount  last  year.  Fallout  from  the 
1981  Flick  affair,  involving  political 
contributions,  has  also  subsided. 

But  anonymity  doesn't  come  easily 
with  the  Flick  name.  Flick's  father, 
also  named  Friedrich,  profited  before 
World  War  II  from  coal,  steel  and  ar- 
mament stocks,  and  was  close  to  Hit- 
ler and  high-ranking  Nazis.  He  was 
sentenced  to  seven  years  in  jail  after 
the  war.  The  family  retained  interests 
in  steel,  and  invested  in  paper,  chemi- 
cals and  cars,  at  one  time  amassing 
48%  of  Daimler-Benz. 

So,  is  Karl  Flick — K.F.  to  his 
friends — retired?  Unconfirmed  sight- 
ings of  him  in  New  York  suggest  he 
isn't,  but  just  proceeding  very  quiet- 
ly.— Philip  Glouchevitch 


BOEHRINGER  FAMILY 

Tradition  pays 

^A^  The  Boehringer  family,  led  by 
Hubertus  Liebrccht,  the  foun- 
der's grandson,  owns  Germany's 
third-largest  pharmaceutical  compa- 
ny, Boehringer  Ingelheim,  with  1988 
sales  of  $2.4  billion  and  cash  flow  of 
$250  million.  Cash  flow  multiples 
common  to  German  pharmaceutical 
firms  would  give  it  a  value  of  $2.6 
billion.  The  company  is  best  known 
in  the  U.S.  for  cooperating  with  Gen- 
entech  to  market  the  heart  drug  Acti- 
vase,  but  it's  active  in  over  100  other 
countries,  selling  such  items  as  Per- 
santin,  used  to  treat  atherosclerosis, 
as  well  as  chemicals  and  basic  food 
products. 

Albert  Boehringer  founded  the  com- 
pany when  he  bought  a  small  tartaric 
acid  factory  in  Lower  Ingelheim — not 
far  from  Frankfurt — in  1885,  and  be- 
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Tomas  Schmidt 
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gan  selling  its  production  to  pharma- 
cies and  dye  factories.  He  ran  the  busi- 
ness so  well  that  during  the  German 
hyperinflation  of  the  early  1920s  its 
scrip  was  accepted  as  money.  Boeh- 
ringer Ingelheim  doesn't  have  to  guar- 
antee money  anymore,  but  it's  still 
highly  regarded  two-thirds  of  a  centu- 
ry later — another  example  of  the 
strength  of  Germany's  tradition  of 
family-owned  companies. 


WERHAHN  FAMILT 

Fortune  builders 

TIhe  Werhahns  of  Neuss,  on  the 
Rhine,  reclusive  as  ever,  continue 
to  shroud  banking,  building  materials 
and  wholesaling  interests  from  view. 
It  appears  that  the  family  is  beefing  up 
financial  services.  The  family  bank, 
Bankhaus  Wilhelm  Werhahn  K.G., 
previously  the  umbrella  for  industrial 
holdings,  is  now  part  of  a  separate 
financial  services  division,  along  with 
the  recently  purchased  Hamburg- 
based  auto  financing  company  Auto 
Kredit  Bank  A.G.  (assets,  $600  mil- 
lion). The  family  will  say  only  that 
the  results  for  the  financial  services 
and  other  industrial  interests  "may  be 
up  from  last  year." 

The  nominal  head  of  the  family, 
Heribert  Werhahn,  recently  reas- 
sumed  the  chairmanship  of  the  super- 
visory board  of  Strabag  Bau  A.G.  The 
Werhahns  own  some  50%  of  this  pub- 
licly traded  construction  outfit,  Ger- 
many's fourth  largest.  Strabag  is  in 
fine  shape,  and  may  even  resume  pay- 
ing out  a  dividend  after  a  five-year 
drought. 

Many  observers  consider  Eastern 
Europe  a  prime  market  for  construc- 
tion   companies    like    Strabag.    The 
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THERE  ARE  OVER60  BRANDS  OF  FAX. 

BUT  ONLY  SHARP  HAS  BEEN  NUMBERONE 

FORTHE  PAST  THREE  YEARS. 
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Sharp  has  led  the  fax  revolution  from  the  start. 
And  we're  still  leading  the  way. 

With  technology  that  sets  the  industry  standards 
for  performance,  reliability  and  value.    ^ I 


FO-333 


©19S0  Sharp  Elc'<  lroni<  s  Corporjlion 


It's  this  commitment  to  quality  that's  made  Sharp 
America's  number  one  brand  since  1987. 

To  learn  more  about  Sharp's  23  best-selling  models, 
from  machines  for  the  home  office,  to  sophisticated 
systems  for  major  corporations,  to  our  affordable  new 
plain  paper  laser  fax,  call  1-800-BE-SHARP. 


FO-5200 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS' 


Herihert  Wer/xibn 
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Stock  recently  traded  at  over  dm  550, 
compared  with  just  over  dm  200  last 
year,  putting  the  value  of  the  family's 
holding  in  this  piece  alone  at  over 
$450  million.— Philip  Glouchevitch 


MERCK  FAMILT 

The  quality  of  Merckness 

The  Merck  family  from  Darm- 
stadt in  central  Germany  traces 
its  company  history  back  to  the 
Mercksche  Engel  Apotheke,  a  phar- 
macy founded  in  1668.  Since  1827  it 
has  produced  chemical  and  pharma- 
ceutical products  in  industrial  quanti- 
ties, today  generating  revenues  of  $1 
billion  a  year  making  a  variety  of 
pharmaceutical    and    medical    prod- 
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ucts.  The  company  vs^as  the  precursor 
of  today's  Rahway,  N.J. -based  Merck 
&.  Co.,  which  was  split  off  from  its 
parent — as  were  many  German  sub- 
sidiaries— at  the  time  of  the  First 
World  War. 

The  capital  of  Germany's  Merck  is 
still  in  the  hands  of  the  family — more 
than  80  members  of  which  are  share- 
holders today.  By  now  they  have 
names  like  Baillou  and  Berglar,  Groos 
and  Kessel,  but  they're  all  Mercks  to 
the  core.  For  over  25  years  Hans  Jo- 


achim Langmann,  66,  has  been  the 
undisputed  head  of  the  clan — a  physi- 
cist who  married  into  the  family  in 
the  1950s.  Today  he  reportedly  pre- 
sides over  the  company  like  a  feudal 
lord.  For  him  the  corporation  is  the 
"place  where  modem  man  realizes 
himself." 

But  there  can  be  such  a  thing  as  too 
much  Merckness.  Langmann  likes  to 
get  away  to  the  Black  Forest  or  the 
island  of  Sylt  in  the  North  Sea  to 
renew  his  perspective  on  the  family's 
$2-billion-plus  fortune. 


HANIEL  FAMILT 

Thank  King  Frederick 

With  Its  sooty  chimneys  and 
rusty  cranes,  Duisburg  is  not 
Germany's  prettiest  city.  But  this 
Ruhr  town  is  home  to  the  sparkling 
Franz  Haniel  &.  Cie  GmbH,  a  world- 
wide trading  company  owned  by  the 
288-member  Haniel  family,  now  in 
its  fifth  generation  of  company  own- 
ership. All  of  them  are  shareholders. 
But  the  company's  success  is  large- 
ly the  result  of  the  policy  of  installing 
professional  management.  Self-as- 
sured Chief  Executive  Hans  Georg 
("no  one  blows  us  over")  Willers  over- 
sees 23,000  workers  in  151  Haniel 
companies  busily  shipping  to  and 
from  Africa,  trading  pharmaceuticals 
and  heating  oil  and  disposing  of  indus- 
trial waste,  among  other  things.  Per- 
haps most  important  of  all,  the  com- 
pany is  also  a  major — 33% — share- 
holder in  heavyweight  European 
discounter  and  retailer  Metro  (see  Bei- 
sheim,  Schmidt -Riithenheck),  a.  stake 
alone  worth  some  $2  billion.  The 
company  headquarters  sits  precisely 
on  the  spot  overlooking  the  harbor 
where  in  1 756  Frederick  the  Great  of 
Prussia  allowed  shipper  Jan  Willem 
Noot  to  build  a  warehouse,  and  start- 
ed the  whole  thing  going. 


SCHMIDT  RUTHENBECK 
FAMILT 

Low  profile 

The  brothers  Michael  and 
Rainer  Schmidt-Ruthenbeck 
from  Duisburg  are  among  the  least- 
known  rich.  They  seldom  appear  in 
the  public  eye.  Yet  together  they  own 
a  third  of  the  Diisseldorf-based  Metro 
Group,  Europe's  very  private  and  lit- 
tle understood  wholesale  and  dis- 
count-retail behemoth.  For  Metro's 
25th  armiversary  last  year,  company 
founder  Otto  Beisheim  (which  see)  and 
the  brothers  offered  a  look  inside  the 
company:  They  admitted  that  world- 


wide sales  reached  $20  billion  and 
that  Metro  employed  almost  90,000 
people,  about  16,000  in  West  Germa- 
ny. The  group  owns  a  majority  of 
Koln-based  department  store  chain 
Kaufhof  A.G.,  four  shopping  centers, 
25  building  and  hardware  stores,  24 
furniture  outlets  and  6  sporting  goods 
stores — and  is  behind  such  well- 
known  European  retailing  names  as 
Huma,  Primus,  blv,  Meister,  Wines 
Point  and  box.  Color  the  secretive 
brothers'  fortune  $2.2  billion. 


FREUDENBERG  FAMILT 

Diversified  producer 

Reinhart  Freudenberg,  58,  heads 
Weinheim-based  Freudenberg 
GmbH  (sales,  $2.5  billion),  a  diversi- 
fied producer  and  supplier  for  the 
automotive  manufacturing  and  tex- 
tile industries.  The  company  had 
started  out  as  a  tannery,  but  over  50 
years  ago  began  diversifying  into  non- 
woven  fabrics,  oil  seals  and  vibration 
dampers.  Reinhart  took  over  the  top 
spot  in  1961  on  behalf  of  some  250 
family  members.  The  company,  now 
active  in  26  countries,  has  been  con- 
sistently reinvesting  about  7%  of  its 
sales  in  research  and  development. 

Freudenberg  is  a  descendant  of  the 
company's  founder,  Carl  Freudenberg, 
who  had  started  the  business  in  1844. 
Reinhart's  uncle,  Richard,  who  at  one 
time  headed  the  company  and  after 
World  War  II  served  as  an  independent 
delegate  to  the  Bundestag  (the  lower 
house  in  the  German  parliament), 
typified  German  modesty.  When 
checking  into  hotels  in  Bonn  to  attend 
parliamentary  sessions,  he  would  list 
his  occupation  simply  as  "tanner," 
nothing  more. 

Wolfgang  von  Brauchitsch 


Reinhart  Freudenberg 
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FOR  MILLIONS  OF 
LUCKY  PEOPLE,  THIS  IS 
A  WORKER'S  PARADISE. 

FOR  OTHERS,  IT'S  JUST 
PARADISE. 

Middle  South  USA  —  the  states  of  Arkansas,  Louisiana 
and  Mississippi  —  is  right  in  the  heart  of  America.  Our     _ 
central  location  and  natural  resources  make  us  the  pehSBf* 
business  center.  And  the  perfect  place  to  get  away  from  It  all. 

From  the  magnificent  Ozark  Mountains  to  the  scenic 
Natchez  Trace  to  the  colorful  streets  of  New  Orleans,  you'll 
find  all  kinds  of  fascinating  attractions:  exciting  cities, 
unspoiled  wilderness,  and  mile  after  mile  of  rivers,  lakes 
and  seashore.  Plus  an  indescribabte  array  of  things  to  di^ 

Middle  South  USA  is  the  home  of  Entergy  Corporation, 
one  of  the  nation's  largest  electhc  systems.  To  let  you  \njom 
the  opportunities  this  area  offers  —  for  both  business  and 
pleasure  —  we've  developed  an  exciting  package  of 
information  called  "Passport  To  Middle  South  USA."  For 
your  free  kit,  call  1-800-426-5721  or  send  the  attached 
reply  card. 

It  cou||i|HHpur  ticket  to  paradise. 


Entergy 

The  Middle  South  Electric  System 


Companies  within  Entergy  (^^mticm  Middle  Soutti  Electric  System  include  Arkansas  Power  &  Light  Company  Louisiana 
Power  &  Light  Company  Ml^BSIfpi  Pbwer  &  Light  Company  New  Orleans  Public  Service  Injpf..  Entergy  Operations,  Inc.  and 
Entergy  Services,  Inc.  Our  New  York  Stock  Exchange  symbol  is  "ETR;"  our  listing  is  "Enter0"  Our  h^dquarters  address  is 
EntergyCorporation,  P.O.  BQ^.QJn00,Ne\iUDrleans,  LA  70161.  .'%•  ':i^:'' 
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It's  the  world's  toughest  bi- 
cycle race:  2,500  miles  in  one 
!  month,  over  mountain  roads 
and  city  streets,  in  good  and 
ibad  weather.  You  would  think 
I  that's  more  than  enough  pres- 


sure for  man  and  machine  alike 
Yet  Akzo  has  added  pres- 
sure. We  invented  an  aramid 
fiber.lVvaron?  thaf  s  five  times 
stronger  than  steel. 

Bike  tires  reinforced  with 


IVvaron®  can  take  50%  more  air. 
Resulting  in  reduced  roll- 
ing resistance.  And  more 
speed  for  the  same  amount 
of  effort.  Best  of  all  per- 
haps, IVvaron®  tires  are  four 


times  less  likely  to  go  flat  ^r 
Because  IVvaron®  is  bo  row 
strong  and  supple  it  has 
wide  range  of  applications  |itli 
Space  capsules,  airplane  uphi  jtd  \ 
stery,  bulletproof  garments  ^ii 
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3,  radiator  hoses  -  the 
*k  rows  longer  every  day. 

Ivaron  "^  is  just  one  of  the 
.o   than  20,000  patents 
Mid  by  Akzo.  With  70,000 
J»le  in  50  countries,  we  are 


one  of  the  world's  largest  com- 
panies active  in  the  fields  of 
chemicals,  fibers,  coatings,  salt 
and  health  care. 


For  further  information  write 
to  Akzo  America   inc.,    Corp. 
Comm.  Dept.,  Ill  West  40th 
Street,  New  York,  N.Y.  10018. 


CREAHNC  THE  RICHTCHEMISTRY. 
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ABDUL  LATIF  JAMEEL 

"We  always  attack' 

Jameel  did  better  than  striking 
oil  or  gold.  In  1955  he  won  ex- 
clusive rights  to  distribute  Toyota  ve- 
hicles in  Saudi  Arabia.  Abdul  Latif 
Jameel  Co.  Ltd.  built  Toyota  sales  to  a 
peak  of  152,000  during  the  oil  boom, 
almost  a  third  of  the  Saudi  passenger 
and  light-truck  market.  Thanks  to 
auto  distribution,  A.L.J,  is  one  of  the 
largest  private  Saudi  businesses  by 
sales,  with  revenues  of  $1.3  billion. 
The  1980s  oil  slump  cut  sales  sharply, 
but  by  then  Jameel  had  channeled 
profits  mto  his  Jaymont  Properties,  an 
impressive  list  of  prime  realty  in  New 
York,  Boston,  San  Francisco,  Miami 
and  Orlando.  Among  Jaymont's  hold- 
ings: the  49-story  "Wang  Building"  at 
780  Third  Avenue  in  New  York. 

But  Toyota  distribution  remains 
the  heart  of  his  empire.  Jameel  has 
developed  this  market  by  creating  the 
largest  central  parts  warehouse  in  the 
Middle  East,  through  easy  financing, 
and  with  some  of  the  most  sophisti- 
cated advertising  in  Saudi  Arabia — it 
once  featured  former  boxing  champ 
Muhammad  Ali,  a  regional  favorite. 


Having  become  expert  in  auto  dealer- 
ships, A.L.J,  made  a  successful  hostile 
bid  on  Hartwell  Pic,  a  British  distrib- 
utor with  Ford,  Rover,  Jaguar,  bmw 
and  Mercedes  franchises. 

Jameel,  now  in  his  mid-70s,  has  tak- 
en Mohammed,  one  of  his  three  U.S- 
educated  sons,  into  the  business.  Son 
Mohammed  is  no  pussycat.  He  re- 
cently told  London's  Sumkiy  Tele- 
graph: "If  you  have  market  share,  prof- 
it will  always  follow.  We  always  at- 
tack, we  don't  defend.  So  our 
competitors  are  always  under  attack. 
We  never  let  go.  If  you  do,  it  gives 
them  a  chance  to  gather  momen- 
tum."— Zina  Sawaya 


BIN  MAHFOUZ  FAMILY 

No  recourse 

TIhe  Bin  Mahfouzes  are  traditional 
bankers  to  the  House  of  Saud, 
which  has  posed  a  problem.  The  oil 
bust  hit  some  of  the  king's  lesser  rela- 
tions hard,  and  the  Bin  Mahfouzes' 
National  Commercial  Bank  was 
obliged  to  eat  bad  royal  paper.  Re- 
course? None. 

On  a  happier  note,  the  family  was 
able  to  sell,  for  $528  million,  its  20% 
share  of  Bank  of  Credit  &.  Commerce 
International,  the  bank  indicted  on 
drug  money  laundering  charges  in  the 


Abdul  Latif  Jameel 


Sci/ini  Al.mied  Bin  Mabfouz 

U.S.  in  1988.  Without  the  bcci  head- 
ache, the  Bin  Mahfouzes  are  now 
ready  to  capitalize  on  recovery  in  the 
Gulf,  or  invest  more  abroad.  The  fam- 
ily's major  global  vehicle  is  Luxem- 
bourg-based Middle  East  Financial 
Group,  which  among  other  things, 
has  major  U.S.  real  estate  holdings. 

The  family's  60% -plus  of  National 
Commercial,  Saudi  Arabia's  largest 
bank  (gross  assets,  $23  billion),  is 
worth  over  $500  million  (the  other 
40%  belongs  to  the  also  wealthy 
Kaaki  family).  Add  to  this  huge  Saudi 
landholdings,  and  the  Bin  Mahfouzes' 
worth  exceeds  $2.5  billion.  Khalid  Bin 
Salim  Bin  Mahfouz,  43,  seems  to  be 
emerging,  as  his  father,  patriarch  Sa- 
lim Ahmed,  steps  onto  the  sidelines. 
Khalid's  brothers,  Mohammed  and 
Abdul  Elah,  are  also  in  management, 
but  he  looks  at  the  deals,  makes  the 
moves  and  oversees  foreign  invest- 
ments. Khalid  Bin  Mahfouz  is  de- 
scribed as  a  risk-taker,  and  has  recov- 
ered from  a  serious  car  accident  last 
year — as  well  as  from  royal  dead- 
beats. — Zina  Sawaya 


SULIMAN  SALEH  OLATAN 

Like  father,  like  daughter 

Olayan  likes  the  stock  market,  al- 
though he  has  reduced  his  stakes 
in  Occidental  Petroleum  (to  around 
1% ),  First  Chicago  Corp.  (to  3.5% )  and 
Transamerica  (to  3.3%),  according  to 
the  latest  available  13-D  filings.  He 
operates  here  under  the  names  Cres- 
cent Diversified  Ltd.  and  Competrol 
Establishment. 
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HrSt  Relationships  Last.  We'w  always  believed  in  relationships. 
And  still  do.  It's  a  philosophy  which  few  banks  adhere  to  these  days,  simply  because  they 
favor  short-term  profits  over  long-term  growth. 

We  see  things  differently  In  fact,  we're  such  fervent  believers  in  the  concept  of 
"relationship  banking"  that  we've  organized  ourselves  like  a  partnership  for  the  purpose  of 
helping  clients  succeed. 

True,  our  relationship  philosophy  requires  a  sizable  upfront  and  ongoing  investment 
in  time  and  effort  to  understand  your  business.  But  that  in-depth  knowledge— along  with 
a  wealth  of  financial  solutions— gives  your  First  Chicago  Relationship  Manager  a  decisive 
edge.  So  you  get  fresher  ideas,  faster  response  times,  and  more  aeative,  better  crafted  deals. 

On  the  strength  of  this  expertise  and  these  resources,  I  believe  that  First  Chicago 
now  leads  the  nation  in  its  commitment  to  long-term  client  relationships.  I'm  signing  this 
on  behalf  of  all  my  colleagues  who  are  proving  every  day  that  "First  Relationships  Last." 

Barry  F.  Sullivan,  Ch;iimi;in,  First  Chicago  Q)rp<)ration 
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First  Relationships  Last. 


«)  1990  The  First  National  Bank  of  Chicago 


Sulmian  Saleb  Olayan 


Kobcn  A/zi/vx-oodhn  cjmp 


In  1988  the  Olayan  Group  acquired 
a  30.5%  temporary  stake  in  cs  First 
Boston  Inc.  to  facilitate  the  merger  of 
First  Boston  with  European  affiliate 
Credit  Suisse  First  Boston.  Through 
Crescent,  Olayan  has  kept  5%  of  cs 
First  Boston  after  selling  the  30.5%  to 
Metropolitan  Life  and  others.  The 
Met  deal  values  his  5%  at  an  estimat- 
ed $100  million. 

In  Saudi  Arabia,  meanwhile, 
Olayan's  long  list  of  lucrative  fran- 
chises includes  Kimberly-Clark  and 
Colgate-Palmolive.  To  these  he  more 
recently  added  the  right  to  distribute 
Coca-Cola  in  Saudi  Arabia — even 
though  Coke  is  on  the  Arab  boycott 
list  for  its  Israeli  operations. 

Olayan,  71,  is  increasingly  turning 
the  business  over  to  his  four  children. 
Unlike  most  Saudis,  he  does  not  dis- 
criminate against  his  female  children. 
Two  of  his  daughters  have  earned 
M.B.A.s  at  U.S.  universities,  and 
daughter  Hutham  is  boss  of  New 
York-based  Crescent. — Zina  Sawaya 


AL  RAJHI  FAMILY 

Non-interest-bearing  accounts 

TIhe  Al-Rajhi  brothers  (Sulaiman, 
Saleh,  Abdullah  and  Mohamed)  are 
the  envy  of  Saudi  bankers.  Their  Al- 
Rajhi  Banking  &.  Investment  Corp. 
(assets,  $4.5  billion)  may  be  one  of  the 
most  profitable  banks  in  the  world. 
Return  on  its  substantial  equity  ex- 
ceeded 48%  last  year.  The  former 
moneychanger  went  public  in  1988  at 
$26.70  a  share,  and  recently  traded  at 
$380,  valuing  the  Al-Rajhis'  52%  at 
nearly  $1.6  billion.  Add  to  that  hun- 
dreds of  millions  made  in  the  oil 
boom  years. 

The  Al-Rajhis'  bank  now  has  the 
largest  number  of  branches  in  the 
kingdom.  Other  banks  close  at  7  p.m.; 


Al-Rajhi  stays  open  until  8.  The 
brothers  are  fervently  religious,  but 
stay  open  late  Thursday  afternoon, 
when  lazier  competitors  go  home  for 
the  Muslim  weekend.  The  bank  oper- 
ates according  to  strict  Islamic  rules 
that  forbid  paying  interest.  Instead  of 
earning  interest,  depositors  share  in 
bank  profits.  For  a  business  client,  the 
bank  will  buy  his  needed  inventory  or 
asset  and  resell  to  him  at  a  markup. 
Investment  banking,  in  short, 
pays. — Zina  Sawaya 


ABDUL  AZIZ  A. 
ALSULAIMAN 

Good  risk 

Al-Sulaiman,  59,  has  surrounded 
ihimself  with  a  clique  of  shrewd 
Syrian  Christians  who  assist  him  in 
investment  decisions.  As  a  result,  Al- 
Sulaiman  has  channeled  most  of  the 
money  earned  during  the  oil  boom 
years    abroad.    His    main    European 


Abdul  Aziz  Al-Sulaiman 


company,  Rolaco  Holding  (named  af- 
ter daughter  Rola),  owns  6%  of  Bel- 
gium's Compagnie  Internationale  des 
Wagons-Lits,  one  of  the  biggest  lei- 
sure groups  in  Europe.  It  also  owns 
hotels  and  a  stake  in  German  hotel 
management  group  Kempinski  A.G. 
Shipping,  banking  and  realty  are  also 
among  Al-Sulaiman's  holdings. 

Al-Sulaiman's  main  domestic  corpo- 
rate presence  is  Rolaco,  which,  among 
other  things,  sells  Nissan  diesel  trucks. 
His  son  Saud,  28,  is  general  manager. 
Al-Sulaiman's  family  also  controls 
Arabian  Cement  Co. 

Al-Sulaiman  is  widely  considered 
one  of  Saudi  Arabia's  largest  private 
landowners;  he  reportedly  owns  a  big 
chunk  of  downtown  Riyadh,  the  capi- 


tal. Perhaps  the  clearest  indication  of 
his  wealth  and  power  are  reports  that 
Al-Sulaiman  is  not  required  to  give 
his  personal  guarantee  to  bankers,  and 
so  does  not  disclose  assets.  There  is 
no  indication  that  he  has  abused  this 
privilege:  His  credit  has  proved  good 
at  a  time  when  even  some  Saudi 
royals'  loans  have  gone  sour,  as  wit- 
ness the  case  of  the  Bin  Mahfouz  fam- 
ily (which  see). — Zina  Sawaya 


JUFFALI  FAMILY 

Agents  of  choice 

ith  Western  companies  finding 
fit  more  important  than  ever  to 
hook  up  with  a  local  partner  to  do 
business  in  the  Gulf,  brothers  Ebra- 
him,  Ahmad  and  Ali  Juffali  should 
have  their  hands  full.  They  run  E.A. 
Juffali  &  Brothers,  which  has  repre- 
sented some  of  the  world's  biggest 
multinationals,  including  Mercedes- 
Benz.  The  family  has  long  enjoyed 
royal  favor  in  a  kingdom  where  such 
favor  counts  for  much  more  than  just 
prestige.  Legend  has  it  that  the  Juffalis 
won  royal  favor  when  they  installed 
imported  cooling  machinery  at  the 
House  of  Saud's  summer  resort,  Taif, 
in  1950.  The  Juffalis  still  represent 
Fluor  Corp.  and  York  International; 
the  latter  recently  won  a  contract  to 
air-condition  the  sacred  Prophet's 
Mosque  in  Medina. 

The  Juffalis  also  participate  in  joint 
ventures,  teaming  with  Du  Pont  to 
produce  permeators,  a  key  element  in 
water  desalinating  equipment — an- 
other big  business  in  Saudi  Arabia. 


Roben  Azzi/Wotxlfin  Camp 
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Their  extensive  stock  portfolio  in- 
cludes a  position  in  Daimler-Benz.  A 
family  holding  company,  Enpro  Inter- 
national, has  substantial  U.S.  real  es- 
tate.— Zina  Sawaya 


KUWAIT 


MOHAMED  ABDUL  MOHSIN 
ALKHARAFI 

On  the  road  to  Morocco? 

[ohamed  Abdul  Mohsin  Al-Kha- 
rafi  Industries  &  Establishments, 
one  of  Kuwait's  largest  construction 
companies,  is  considering  Morocco.  A 
May  symposium  in  Morocco's  seaside 
resort  of  Agadir  introduced  proposed 
free  trade  zones  to  a  number  of  top 
executives  and  entrepreneurs  from 
around  the  globe,  including  six  bil- 
lionaires or  members  of  billionaire 
families.  Among  them  was  Mohamed 


Mobamed  Abdul  Mohsin  Al-Kbarafi 

Al-Kharafi.  As  chairman  of  the  $13 
billion  (assets)  National  Bank  of  Ku- 
wait, the  oldest  in  Kuwait  and  the 
best  managed  in  the  Persian  Gulf,  it's 
a  safe  bet  Al-Kharafi  wasn't  there  to 
take  the  waters. 

Was  this  symposium  the  start  of 
something  big  in  Morocco?  Forbes 
wanted  to  know.  A  simple,  quiet-spo- 
ken man,  Al-Kharafi  smiled,  de- 
murred. His  investment  philosophy: 
"I'm  not  in  one  pot,  not  in  one  place, 
not  in  one  currency." 

Last  year  Al-Kharafi's  nbk  reported 
official  profits  of  $120  million,  but  a 
good  chunk  of  its  real  profits  is  hidden 
away  under  liabilities  or  in  secret  re- 
serves. "We  learned  that  from  the 
Swiss,"  quips  an  nbk  banker. 

Mohamed's  son  fassim  is  a  presence 
in  his  own  right:  Until  recently  he 
was  finance  minister  and  chairman  of 
the  government's  Kuwait  Investment 
Agency.  Mohamed  Al-Kharafi's  pres- 
ence at  that  Moroccan  symposium 
was  a  highly  positive  sign  for  the 
North  African  kingdom. — Zina  Sawaya 


AL  GHANIM  FAMILY 

Americanesque 

Sometimes  called  the  Rockefellers 
of  the  Persian  Gulf,  the  Al-Gha- 
nims  are  more  Western-oriented  than 
most  Gulf  business  people.  Yusuf  Ah- 
mad Al-Ghanim  &  Sons  was  always 
quick  to  recruit  outsiders,  including 
American  M.B.A.s,  for  top  manage- 


YusuJ  Al  (ilkDiiin 


ment  positions.  But  the  family  still 
prevails.  Patriarch  Yusuf  Al-Ghanim, 
in  his  late  80s  and  long  inactive,  has 
one  son  running  the  business:  Bas- 
sam,  in  his  early  40s. 

The  family's  diverse  company  in 
eludes  travel  agencies,  contracting, 
insurance,  electronics,  shipping,  car 
rentals,  franchises  for  Chevrolcts  and 
Cadillacs — favorites  in  Kuwait — and 
even  a  license  for  Toys  "R"  Us,  also 
hugely  popular,  in  various  Gulf  coun- 
tries. The  Al-Ghanims'  New  York- 
based  investment  vehicle  ai  Interna- 
tional Corp.  invests  in  real  estate,  and 
its  AI  Automotive  Corp.  is  one  of  the 
top  ten  parts  distributors  in  the  U.S. 
The  latter  venture  is  in  some  trouble: 
It  apparently  stretched  itself  thin  buy- 
ing all  over  the  country  instead  of 
concentrating  on  one  region. 

Yusuf 's  son  Kutayba  spends  most  of 
his  time  in  the  U.S.,  working  and  liv- 
ing in  New  York. — Zina  Sawaya 


BAHRAIN 


KANOO  FAMILT 

Peace-  loving  Jam  ily 

Fl  ew  are  happier  with  the  end  of  the 
Iran-Iraq  war  than  the  Kanoo  fam- 
ily, the  leading  shipping  agents  in  the 
region;  peace  means  more  trade.  The 
Kanoo  Group  supplies  some  3,000  to 
4,000  ships  in  the  Gulf  annually  with 


essential  services:  docking,  cargo  han- 
dling, land  transportation.  With  the 
guns  silent,  according  to  London- 
based  Containerisation  International, 
container  tonnage  in  the  Persian 
Gulf — excluding  shipments  to  Iran 
and  Iraq — was  up  an  estimated  5%,  to 
22  million  tons,  last  year. 

Besides  shipping,  the  Kanoo  Group, 
led  by  67-year-old  Ahmed  Ali,  is  in 
banking,  insurance,  agriculture,  in- 
dustrial equipment  sales  and  travel 
agencies.  Ahmed  Ali  is  chairman  of 
the  National  Bank  of  Bahrain  (assets, 
$2  billion).  He  is  also  vice  chairman  of 
Investcorp,  the  Middle  East's  fore- 
most merchant  bank,  which  bought 
Tiffany  &.  Co.  in  1984  and  recently 
agreed  to  buy  Saks  Fifth  Avenue  from 
Britain's  B.A.T  Industries  (for  whom 
the  Kanoos  are  the  local  agents  in 
Bahrain). 

The  Kanoo  Group  rose  to  promi- 
nence as  a  pearl  trader.  It  celebrates 
its  100th  anniversary  this  year  by  get- 


Atmied  Ali  Kanoo 


ting  into  consumer  products.  It  now 
represents  Sears,  Roebuck  and  has 
just  received  the  first  shipment  of 
household  appliances,  hardware  and 
gardening  tools.  It  wants  other  such 
franchises — a  clear  signal  that  peace 
is  bullish  for  the  Gulf's  consumption- 
minded  middle  class. — Zina  Sawaya 


TURKEY 


VEHBI  M.  KOC 

Slacks,  refrigerators  and  lumber 

Tlhey  say  in  Turkey  that  there's  the 
public  sector,  the  private  sector 
and  the  Koc  sector.  In  fact,  the  Koc 
(pronounced  like  coach)  Group  (1989 
consolidated  sales,  $6.4  billion)  has 
its  products  in  practically  every 
household  in  Turkey.  Under  Koc 
Group  are  103  companies  in  electron- 
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Vehbi  Koc 


ics,  construction,  food,  insurance, 
tourism,  textiles,  household  appli- 
ances, automotives  and  exporting.  A 
net  worth  believed  at  over  $2  billion 
has  allowed  the  Koc  family  to  live  like 
pashas  in  a  sumptuous  mansion  over- 
looking the  Bosporus,  complete  with 
ancient  Roman  columns. 

A  grocer  by  origin,  founder  Vehbi 
Koc,  89,  certainly  has  lived  up  to  his 
name,  which  means  ram  in  Turkish  (a 
ram's  head  is  the  company's  logo).  He 
still  is  said  to  have  the  last  word  at 
board  meetings.  Son  Rahmi,  59,  runs 
the  business,  and  U.S. -educated 
grandsons  Mustafa,  Omer  and  Ali  are 
being  groomed. 

In  the  U.S.,  Koc  has  a  small  apparel 
business.  New  York-based  Ramerica 
International  (1989  sales,  $50  mil- 
lion). According  to  S.  Ugur  Sabuncu, 
Ramerica's  president,  it's  the  first 
Turkish  company  to  develop  a  suc- 
cessful brand  name  here:  a  moderate- 
ly priced,  Turkish-made  line  of  young 
women's  sportswear  called  Europrep. 
The  line  is  now  in  thousands  of 
stores,  including  J. C. Penney.  Sabuncu 
has  started  advertising  the  sportswear 
nationally  in  magazines  like  Elle,  and 
is  aiming  at  finer  department  stores. 
This  is  in  odd  contrast  to  Ramerica's 
other  activities:  importing  Turkish- 
made  refrigerators  and  selling  Canadi- 
an lumber.— Zina  Sawaya 


SABANCI BROTHERS 

Sibling  harmony 

Tlurkey's  other  big  conglomerate, 
Sabanci  Holding  A.S.  (1989  sales, 
$4.4  billion),  has  two  recently  inked 
joint  ventures.  One  is  with  Toyota 
Motor  Corp.   and  Mitsui   &.  Co.  to 


make  Toyotas.  The  other,  with  Philip 
Morris  to  make  Marlboros,  Chester- 
fields and  Parliaments,  was  the  Turk- 
ish government's  idea,  and  the  Saban- 
cis  were  agreeable.  Before  becoming 
Prime  Minister  in  1983,  now-Presi- 
dent  Turgut  Ozal  was  Sabanci  Hold- 
ing's chief  executive  officer. 

Of  the  group's  47  companies,  the 
biggest  is  one  of  Turkey's  most  profit- 
able banks,  Akbank  (1989  net  profit, 
$149  million).  According  to  Capital 
Intelligence,  the  Cyprus-based  bank 
rating  agency,,  a  lot  of  Akbank's  loans 
go  to  Sabanci  companies  (the  bank 
claims  only  12%). 

The  group's  late  founder,  Haci 
Omer  Sabanci,  started  in  the  1930s 
with  a  cotton  gin  and  a  vegetable  oil 
plant.  Since  1966  it  has  been  run  by 

Gilles  Mermet/Sip.i 
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his  five  sons.  Sakip,  57,  chairman, 
oversees  the  Istanbul-based  compa- 
nies; Haci,  56,  runs  food,  cement  and 
textiles;  Sevket,  55,  looks  after  inter- 
national relations  and  trading;  Erol, 
54,  banking  and  insurance;  and  Ozde- 
mir,  53,  is  in  charge  of  automotive 
and  plastics. 

Sevket  once  described  the  working 
relationship  between  the  brothers 
this  way:  "Views  are  debated,  details 
are  gone  into,  and  then  we  set  about 
reconciling  all  the  differences  so  as  to 
reach  a  decision.  I  have  yet  to  see  one 
or  more  of  my  brothers  persisting  in  a 
contrary  opinion  in  any  matter  and 
remaining  in  opposition.  .  .  .  God  rest 
him  [father  Haci],  he  left  no  scope  for 
any  complexes  to  emerge  for  any  one 
of  us."  Quite  a  legacy. — Zina  Sawaya 


LEBANON 


RAFIK  B.  HARIRI 

That's  him  all  over 

Being  in  Saudi  Arabia  during  the 
boom  years  was  Hariri's  luck. 
From  modest  beginnings  in  his  native 
Sidon,  Hariri  became  a  big  contractor 
as  the  protege  of  Nasser  Al-Rachid — 
not  Saudi  royalty,  but  still  rich  and 
powerful. 

The  student  outgrew  his  master. 
From  Saudi  Arabia  and  his  big  Saudi 
Oger  construction  company,  Hariri 
has  branched  out  around  the  world. 


Rafik  Hariri 


Sakip  Sabanci 


He's  mainly  based  in  France,  as  Hold- 
ing de  Participations  et  d'lnvestisse- 
ments,  which  buys  and  develops  real 
estate  in  Europe,  North  Africa  and  the 
Middle  East.  Subsidiary  Techniques 
Environnement  Sigoure  treats  pollut- 
ed water. 

In  the  U.S.,  the  Hariri  Group  buys 
developed  real  estate,  mainly  in 
Washington,  D.C.,  New  York,  Boston 
and   Texas.    Hariri    recently   bought 
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Robert  was  sold  on  Hevdett-Packard 
PCs  M^le  he  was  still  in  college. 


He  was  studying  engineering  and 
contends  an  HP  calculator  was  the 
secret  to  his  success.  Since  then, 
HP  LaserJet  printers  have  been  a 
big  help  to  his  growing  company 
So  when  he  found  he  could  get 
Hewlett-Packard  reliability  in  a 
network  of  personal  computers, 
Robert  decided  to  stay  with  a 
sure  thing. 

With  Intel  286, 386,  and  486  - 
based  models,  HP's  line  of  Vectra 


personal  computers  suits  a  range  of 
business  needs.  Expansion  is 
easily  accommodated  with  up  to 
8  accessory  slots,  1.3  gigabytes  of 
hard  disk  storage,  and  64  Mbytes 
of  RAM. 

Beyond  this,  HP's  adherence  to 
industry  standards  ensures  com- 
patibility Now,  and  into  the  future. 

But  the  most  important  feature 
is  Hewlett-Packard  quality.  This, 


along  with  HP's  network  of 
authorized  dealers,  gives  you 
all  the  assurance  you  need.  For 
the  dealer  nearest  you,  call 
1-800-752-0900,  Ext.  687B. 

There  is  a  better  way 
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HEWLETT 
PACKARD 
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DAEWOO  Heavy  INDUSTRIES  Ltd. 


;e  of  Heavy  Industry. 
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For  decades,  Daewoo  has  proven 
its  manufacturing  might  with 
some  of  the  hardest  assignments 
in  heavy  industry.  Daewoo  Heavy 
Industries  makes  diesel  engines, 
rolling  stock,  forklifts,  excavators, 
bulldozers  and  loaders,  as  well  as 
the  most  specialized  industrial 
robots  and  machine  tools.  And,  in 
the  last  five  years,  Daewoo  has 
become  a  growing  presence  in 
aeronautics,  completing  a  series 
of  high-precision  commercial  and 
military  assignments  for  the 
world's  most  respected  names  in 
aviation.  For  more  information  on 
a  full  range  of  heavy  machinery 
that  has  proven  its  worth  all  over 
the  world,  call  Daewoo. 

Daewoo  Heavy  Industries  ltd.  (201)  438-8288 


The  Universal  Language  of  Quality. 


Houston  acreage,  next  to  his  85%- 
owned  Texas  Commerce  Tower.  Ha- 
riri also  owns  Banque  de  la  Mediter- 
ranee,  with  offices  in  France,  the  U.K., 
Switzerland  and  Lebanon  (combined 
net  total  assets,  $1  billion),  and  im- 
portant stakes  in  French  banks  Com- 
pagnie  Financiere  de  Paribas  and  Ban- 
que Indosuez. 

Widely  admired  in  Lebanon  for  his 
hard  work,  integrity  and  generosity, 
Hariri  has  contributed  millions  to 
scholarships  for  Lebanese  students, 
and  for  projects  to  rebuild  parts  of  the 
country  destroyed  by  civil  war.  Unfor- 
tunately, the  crazed  warlords  and 
their  backers  far  outnumber  builders 
like  Hariri,  so  the  devastation  pro- 
ceeds.— Zina  Sawaya 


SAFRA  BROTHERS 

Apology  accepted 

A  world-class  row  between  Ameri- 
ican  Express  Co.  and  financier  Ed- 
mond  Safra  now  seems  over.  Amex 
bought  Safra's  private  Swiss  bank. 
Trade  Development  Bank,  for  $550 
million  in  stock  in  1984.  Safra  sold 
the  stock,  and  started  a  competitor  in 
Geneva  on  virtually  the  day  in  1988 
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Edmond  Safra 


his  noncompete  agreement  ran  out. 
Last  summer  Amex  admitted  its  em- 
ployees were  behind  a  press  campaign 
libeling  Safra  by  linking  him  to  mon- 
ey laundering.  Amex  Chairman  James 
Robinson  III  apologized  and  gave  $8 
million  to  Safra's  favorite  charities. 
Then  Amex  sold  tdb  for  a  tidy  $1 
billion,  making  a  profit  but  throwing 
in  the  competitive  towel. 

Perhaps  Robinson  still  hopes  for  the 
last  laugh.  He  sold  tdb  to  Compagnie 
de  Banque  et  d'Investissements.  It  is 


headed  by  Edgar  de  Picciotto,  Safra's 
Lebanese-bom  childhood  friend  be- 
fore their  families  fled  anti-Jewish 
sentiment  in  the  1950s.  Now  the  two 
will  be  head-to-head  competitors.  De 
Picciotto,  starts  out  by  far  the  larger  of 
the  two — his  cbi-tdb  Union  Bancaire 
Privee  has  $17  billion  under  manage- 
ment. But  Safra's  outfit,  with  $3  bil- 
lion, is  growing  fast. 

In  the  U.S.  Safra's  Republic  New 
York  Corp.  (assets,  $25  billion) 
bought  Manhattan  Savings  Bank  (net 
worth,  $270  million)  this  spring  in  a 
complex  deal  giving  Republic  "a  very 
valuable  savings  and  loan  for  next  to 
nothing,"  according  to  one  banking 
analyst.  On  the  other  hand,  Republic 
took  a  hit  last  year:  an  86%  drop  in 
net  income,  to  $24  million,  the  result 
of  adding  $200  million  to  loan  loss 
reserves  against  exposure  to  Latin 
America.  That  could  be  a  warning. 
The  Safras  have  known  South  Ameri- 
ca for  years:  Brothers  Joseph  and 
Moise  run  one  of  Brazil's  biggest 
banks,  Banco  Safra  (1988  reported  as- 
sets, $2.5  billion). — Zina  Sawaya 


CITIZEN  OF 
THE  WORLD 


THE  AGA  KHAN  IV 

Citizen  Khan 

Tlo  his  15  million  Ismaili  subjects. 
Prince  Karim  Al  Hussaini,  the  49th 
Imam,  is  the  Prophet's  direct  descen- 
dant on  earth.  To  the  West  he  is  Har- 
vard '59,  a  hard-headed  businessman 
who  lives  stylishly  with  his  wife  and 


three  children  on  an  estate  outside 
Paris,  is  legally  domiciled  in  Geneva 
and  carries  a  British  passport.  Last 
year  he  invested  $102  million  in  Gio- 
vanni Agnelli  &  Co.,  which  indirectly 
holds  Fiat  stock  and  is  mostly  owned 
by  sailing  chum  Gianni  Agnelli. 
Through  his  own  holding  company, 
Fimpar,  the  Aga  Khan,  53,  has  over 
50%  of  a  luxury  hotel  group,  Ciga.  He 
also  owns  about  700  Thoroughbreds 
and  a  stock  portfolio,  unrevealed  but 
reputedly  huge. 

His  hereditary  title  also  carries  an 
enormous  cash  flow  asset:  the  zakat, 
or  the  12%  of  their  incomes  that  Is- 
mailis — progressive  Muslims  and  re- 
spected businessmen  in  the  Third 
World  — have  been  voluntarily  con- 
tributing to  the  Aga  Khans  since  1817. 
Some  of  the  estimated  $100  million  a 
year  brought  in  by  the  zakat  goes  back 
to  the  community  via  an  educational 
foundation.  Then  there's  the  Aga 
Khan  Fund  for  Economic  Develop- 
ment, a  for-profit,  Geneva-based  in- 
vestor in  Ismaili  businesses  and  other 
projects  in  the  Third  World. 

No  longer,  says  a  spokesman,  does 
the  Imam  invest  in  import  substitu- 
tion schemes.  "We  found  ourselves 
making  things  like  women's  stock- 
ings that  cost  more  and  were  of  worse 
quality  than  the  imports  they  were 
supposed  to  replace.  Today  we  are 
building  on  the  strengths  of  the  local 
economies."  Hence,  hotels  in  Kenya 
and  Pakistan.  Or  fine-leather  tanning 
of  exported  animal  hides.  "Things 
that  are  replicable  in  [various]  coun- 
tries," he  explains.  Thus  does  this  bil- 
lionaire of  the  world — his  spokesman 
denies  he's  that  rich — move  to  inte- 
grate Third  World  economies  into  the 
global  economy. — Manjeet  Kripalani 


Peter  Paul-Contrasi/Gamma-Liaison 


We  Aga  lOmtT  IV 
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Introducing  the  A32 1 ,  the  latest 
[Airbus    aircraft   for    the    short    to 
nnedium  haul  market. 

'  More  cost  effective  than  any  of 
its  existing  competitors,  the  A32 1 , 
I  with  up  to  36  more  seats,  is  the 
perfect  complement  to  the  A320 
which  has  already  set  sales  records  in 
the  1 50  seat  category. 

Sharing  a  Common  Type  Rating 
with  the  A320,  this  new  1 86  seater- 
also    uses    its    proven    advanced 
technology  features  such  as  all-new 


wing  design,  fly-by-wire  flight  controls 
and  a  centralized  maintenance 
monitoring  system. 

With  the  widest  fuselage 
cross-section  in  its  category,  the 
A32 1  offers  the  highest  standard  of 
passenger  comfort. 

In  addition,  the  full-width 
underfloor  holds  are  capable  of 
accommodating  over  five  tons  of 
revenue-generating  containerized 
cargo. 

By  complementing  the  existing 


range  of  market-matched  aircraft,  ||: 
the    A32I     provides    the    most 
cost-effective    solution    for    the! 
short-medium  range    180-200  seat;| 
category. 

And    operated    alongside    the  | 
A320,    these    aircraft    provide    an 
unbeatable  combination. 


© 


AIRBUS  INDUSTRIE 


Four  prefixes  describe  certain  people  widely  regarded  as  billion- 
aires. Some  may  just  have  it  too  well  hidden.  Others  accentuate 
assets  and  downplay  debts.  Still  others  have  lousy  luck. 


FORMER,  NON,  MATBE  AND 

WANNA  BE 


Non:  Kuwait's  Al-Marzook  family 

proves  to  be  less  well  endowed  with 
real  estate  and  more  endowed  with 
debt  than  we  thought. 

Foriper:  Ramon  Areces,  the  richest 
man  in  Spain,  died  last  year  at  84, 
leaving  his  estimated  $2-billion-plus 
fortune  to  a  foundation. 

Maybe:  Michel  David-Weill,  the 
French  citizen  and  New  York  City 
resident  who  is  the  power  at  re- 
nowned international  investment 
house  Lazard  Freres,  has  $800  million 
that  we  can  identify,  and  perhaps 
much  more. 

Wanna  Be:  Italy's  Carlo  de  Bene- 
detti  has  had  poor  luck  at  his  empire 
building  this  past  year;  his  visible  net 
worth  comes  to  near  $600  million. 

Maybe:  Henry  Fok  (rhymes  with 
"luck")  of  Hong  Kong  has  a  minority 
interest  in  Stanley  Ho's  Macao  casino 
empire,  and  perhaps  much  more. 

Former:  Akikazu  Fujisawa,  propri- 
etor of  Tokyo's  Yodobashi  Camera 
shops,  is  having  earnings  trouble. 
Even  his  Shinjuku  district  real  estate 
seems  not  enough  to  keep  him  on  our 
listing. 

Maybe:  Sir  James  Goldsmith,  as- 
sumed by  many  in  the  press  to  be  a 
billionaire,  remains  off  our  list  not 
because  of  his  failure  with  B.A.T  In- 
dustries so  much  as  because  of  the 
one  big  unanswered  question:  How 
much  debt  was  there  in  his  empire 
before  he  started  cashing  out  some  of 
his  holdings? 

Non:  Alfred  Heineken,  heir  to  the 
Dutch  brewing  fortune,  owns  half  of  a 
publicly  traded  trust  that,  in  turn, 
owns  half  of  the  famed  Heineken 
Brewery.  Value  of  his  portion  there- 
fore: about  $500  million. 

Maybe:  Stanley  Ho,  the  mysterious 
controlling  partner  in  Macao's  casino 
cartel,  is  exceedingly  rich,  but  too  lit- 


tle else  is  visible  to  include  him. 
Non:  Japan's  Iketani  family  has  put 

too  much  of  its  Tokyo  Steel  stock 
holdings  into  a  foundation  to  find  a 
place  on  this  listing. 

Maybe:  Saudi  Arabian  Saleh  Kamel 
heads  Al  Baraka  Group,  which  oper- 
ates a  string  of  Islamic  banks  through- 
out the  Middle  East  and  North  Africa. 
The  company  also  does  maintenance 
work  and  contracting,  and  has  several 
foreign  franchises.  The  group's  total 
equity  is  nearly  $900  million. 

Former:  The  visible  net  worth  of 
Japan's  Masao  Kato  and  family  fell 
below  $1  billion,  as  the  earnings  of 
their  privately  held  com  syrup  maker, 
Kato  Kagaku,  dropped. 

Former:  The  stock  of  Japan-based 
international  builder  Kumagai  Gumi 
collapsed  last  year,  taking  the  Kuma- 
gai family's  holding  far  below  the  $1 
billion  mark. 

Former:  Hong  Kong's  Lee  Shau- 
kee's  Henderson  Land  collapsed  after 
the  Tiananmen  Square  disaster  along 
with  other  Hong  Kong  real  estate 
stocks.  But  unlike,  say,  Kwok  Tak- 
seng's,  Lee's  stock  didn't  bounce  back 
enough  to  restore  him  to  the  billion- 
aires' ranks. 

Maybe:  Costas  Lemos,  said  by  some 
to  be  the  richest  Greek  shipowner  of 
them  all,  currently  has  only  five 
ships;  with  identified  real  estate, 
what's  visible  is  estimated  at  around 
$250  million.  If  he  has  more  than  $1 
billion,  he's  hidden  it  well. 

Maybe:  The  Livanos  family,  anoth- 
er Greek  shipowning  name  to  conjure 
with,  has  over  20  ships  currently,  but 
not  enough  other  identifiable  hold- 
ings to  call  them  billionaires. 

Maybe:  Japan's  Masao  Nangaku  has 
more  debt  than  previously  realized, 
and  some  land  on  long-term  lease 
rather  than  directly  owned. 


Non:  The  late  Christina  Onassis' 

daughter  Athina,  now  5,  is  the  dimin- 
utive heiress  to  a  famous  name  and  a 
shipping  empire  worth  about  $500 
million.  At  10%,  she'll  be  a  billionair- 
css  by  the  time  she  hits  junior  high 
school. 

Maybe:  South  Africa's  Harry  Op- 
penheimer's  visible  holdings  are 
worth  about  $800  million;  whatever 
else  there  may  be  remains  to  be 
tracked  down. 

Non:  Osman  Ahmed  Osman  found- 
ed Egypt's  giant  Arab  Contractors  Co. 
but  doesn't  operate  it.  The  Egyptian 
government,  not  Osman,  owns  it. 

Non:  Saudi  Arabia's  Ghaith  Phar- 
aon,  who  was  once  a  near-billionaire, 
continues  to  wrestle  with  financial 
problems. 

Former:  Ted  Rogers,  the  Canadian 
cable  TV  and  cellular  phone  king,  has 
holdings  in  his  Rogers  Communica- 
tions that  topped  $1  billion  earlier 
this  year,  but  more  recently  fell  to 
$800  million. 

Wanna  Be:  Gerald  Ronson,  propri- 
etor of  Britain's  Heron  International, 
still  seems  to  be  hovering  below  the 
$800  million  mark. 

Non:  India's  legendary  Tata  family, 
who  basically  created  India's  industri- 
al base,  continues  to  run  significant 
slices  of  the  Indian  economy.  Howev- 
er, the  bulk  of  the  ownership  resides 
in  charitable  trusts. 

Non:  Germany's  Thyssen  family, 
much  of  it  resident  in  Argentina,  is 
related  to  a  billionaire  (see  Thyssen- 
Bomemisza),  but  its  holdings  in  the 
Thyssen  steel  empire  still  fall  far 
short  of  $1  billion. 

Former:  Sweden's  Wallenbergs 
dominate  their  national  economy,  but 
do  so  through  a  series  of  foundations 
in  which  most  of  the  ownership  of 
their  huge  empire  resides. 
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Name/country /industiy 

Page 

Name/country/industry 

Page 

Over  $10  BiUion 

Koc,  \ehbi/Tuikey/conglomerate 

247 

Mori,  Taikichiro/Japan/property  development 

165 

Liem  Sioe  Liong/Indonesia//inance,  trade,  manufacturing 

140 

Merck  family/Germany/drugs,  chemicals 

240 

Tsutsumi,  Yoshiaki/Japan/iand,  raihoads,  resorts 

164 

Mohn  family/Germany/pubi)shi/ig 

234 

Over  $5  BiUion 

Murata,  Junichi/Japan//ax,  industrial  machinery 

150 

Brenninkmeyet  iamily /Holland/ retailing 

216 

Ochoa  family/Colombia/cocoine 

180 

Haub,  Erivan/Germany/5upen73flr/<efs 

228 

Oetker,  Rudolf  August  and  family /Germany //ood,  brewing 

237 

Itoyama,  EitaTo/]apan/land 

174 

Oppenheim  family,  von/Germany/baniung 

237 

Iwasaki,  Yohachiro/Iapan/iogging,  property,  resorts,  etc. 

174 

Otani,  Yoneichi/Japan/ho£e7s 

170 

Nakajima,  Kenkichi/Japan/pflchinAo  machines 

156 

Otsuka  family/Japan/pb6.Tnaceu£jca7s 

160 

Quandt  family/Germany/autos.  industry 

232 

Sabanci  brothers/Turkey/congiomerate 

248 

Rausing,  Hans  and  Gad/Sweden/i quids  packaging 

212 

Sagawa,  Kiyoshi/Iapan/de7iVery  service 

160 

Reichmann,  Paul,  Albert,  Ralph/Canada/reai  estate,  investments 

190 

Sainsbury,  David  and  family/U. K./supermar/(e£s 

196 

Shin  Kyuk-ho  (a.k.a.  Shigemitsu,  TakeoVKorea/candy,  real  estate 

128 

Saji,  Keizo/Iapan/7i<juor 

152 

Thomson,  Kenneth  Roy/Canada/puWis/iing,  retailing 

192 

Schickedaiu  family/Germany/maji  order 

226 

Watanabe,  Kitaro/Japan/reai  estate 

168 

Schmidheiny,  Stephan  and  family/Switzerland/constnicfion,  etc. 

218 

Yoshimoto,  Haruhiko  and  fami\y/]apan/real  estate 

171 

Schmidt-Ruthenbeck/Germany/retajijng 

240 

Over  $2  BiUion 

Seydoux/Schlumberger  family/France/textj7es,  media,  oil  services 

205 

Agnelli,  Giovanni  and  family/Italy/autos,  etc. 

202 

Shino,  Rinji/Japan/reay  estate,  leisure 

176 

Aibrecht  family/Germany/supemjar/cets 

228 

Takei,  Hirotomo/Iapan/pub/is/ijng,  real  estate 

176 

Al-Rajhi  family/Saudi  Arabia/money  changing/banking 

246 

Takei,  Yasuo/Japan/money  lending 

158 

Beisheim,  Otto/Germany/retajiing 

232 

Takenaka  family/Japan/con^truction 

149 

Berlusconi,  Silvio/Italy/medja,  retailing,  real  estate 

204 

Vestey,  Samuel  and  Edmund/UK. /meafpac/ung 

198 

Bettencourt,  Liliane/France/cosmetics 

208 

Weston,  Garry  and  Galen/Canada//oods,  supermarkets 

190 

Bin  Mahfouz  family/Saudi  Arabia/ban/dng,  investments 

244 

Yamaguchi,  Hisakichi/fapan/cans 

164 

Boehringer  family /Germany /pA  arm  ace  u  (icais 

238 

Yamauchi,  Hiroshi/|apan/ wdeogames 

148 

Chang  Yung-fa/Taiwan/shjppjng 

124 

Yoshida,  Tadao  and  family/Iapan/zjppers,  building  materials 

162 

Escobar  Gaviria,  Pablo/Colombia/cocoine 

180 

Over  $1  BiUion 

Ferrero,  Michele/Italy/candy 

204 

Aga  Khan  \\ /religion,  investments 

252 

Finck,  Wilhelm  and  August  von/Germany/ban^ing,  real  estate 

232 

Al-Ghanim  family/Kuwait/aufo  retailing,  investments 

247 

Flick,  Fnedrich  Karl/Germany/Aeavy  wdustry 

238 

Al-Kharafi,  Mohamed  Abdul  Mohsin/Kuwait/ba/iAing, 
construction 

247 

Freudenberg,  Reinhart/Germany/cAe/njcaJs,  diversified  products 

240 

Furukawa,  Tamesaburo/Japan/rea7  estate 

171 

Al-Sulaiman,  Abdul  Aziz  A./Saudi  Arabia/ceme/it,  trucks, 
real  estate 

246 

Garza  Sada  family/Mexico/beer,  steel,  packaging 

188 

Gerling,  Hans/Germany/insuraTJce 

221 

Bauer,  Heinz/Germany/pu Wisbing 

234 

Grosvenor,  Gerald  Cavendish/U.K./rea7  estate 

195 

Benetton  family/Italy/apparei 

202 

Haniel  family/Germany/trading,  retailing 

240 

Birla  family/lndia/texti/es,  aluminum,  autos 

144 

Hattori  family/Japan/watcies 

162 

Bosch  family/Germany/auto  parts 

234 

Hayashibara,  Ken/^apan/pharmaceuticals,  real  estate 

171 

Botin  family/Spain/ban/ung 

210 

Henkel  family/Germany/consumer  products 

226 

Botnar,  Octav/U.K. /auto  dealerships 

196 

Hoffmann  family/Switzerland/piiarmaceutica/s 

220 

Bouriez  family/France/bypennar/cefs,  luxury  goods 

208 

Irving,  Kenneth  Colin/Canada/oi7  distribution,  paper,  land 

190 

Bronfman,  Charles/Canada/bquor 

188 

Kamprad,  Ingvar/SwedenZ/iimjture  retailing 

212 

Brost,  Erich/Germany/pu  biishjng 

234 

Kobayashi,  Shigeru/Japan/reai  estate 

168 

Camargo,  Sebastiao/Brazil/construction,  manufacturing 

184 
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Page 

Name/country /industry 

Page 

Cheng,  Yu-tung/Hong  Kong/real  estate 

134 

Leibbrand,  Willi/Germany/.supermtjrAets 

232 

Chung  Ju-yung  and  family/Korea/Zifavv  industry 

126 

Li  Ka-shing/Hong  Kong/property  development,  industry 

132 

Cisneros  family/Venezuela/consun7er  products 

184 

Ligresti,  Salvatore/ltaly/redi  estate,  construction,  insurance 

204 

Dassault,  Strge/fiance/ aircraft,  electronics 

204 

Lundbetg,  Ftedrik  and  family/Sweden/congiomerate,  real  estate 

210 

Dassler  family/Germany/afWetic  wear 

221 

Mann,  Hugo/Germany/retai7ing,  real  estate 

237 

Dreesmann  family/Holland/T-etai/ing 

212 

Match  family/Spain/construcfion,  investments,  banking 

210 

Eaton  hmily/Cinada/retailing 

192 

Marinho,  Roberto/Brazil/niediii 

180 

Ennirio  de  Moraes,  Antonio  and  faniily/Brazil/n7in)nx.  industry 

184 

Matsushita  family/Iapan/eiectronics 

152 

Fentener  van  Vlissingen  family/Holland/oi7  ei)  gas.  retailing 

216 

Maus-Nordmann  family/Switzcrland/dt'ptirtnjent  stores 

218 

Femizzi  iami\y/lta\y/agroindustry.  chemicals 

198 

Maxwell,  Robert/UK/puWis/nni' 

196 

Funke  family/Germany/puWis/jing 

236 

Miller,  Robert/Hong  Kong/retailmg 

132 

Goulandris  family/Greece/s/ijppjn^,  real  estate 

195 

Moores,  Sir  |ohn/U.K./retai7ing 

198 

Grundig,  Chantal/Germany/e/ectronics 

221 

Morita  family/Iapan/consumer  electronics 

149 

Haefner,  Walter/Switzerland/cdr  sales,  software 

218 

Mulliez  family/France//]ypermarAets 

208 

Haindl  family/Germany/newsprint 

228 

Murayama  family/Iapan/puW/sAjng 

150 

Hariri,  Rafik  Bahauddin/Lebanon/consfrucrion.  investments, 
banking 

248 

Niarchos,  Stavtos/Grecce/s/upping,  investments 

194 

Olayan,  Suliman  Saleh/Saudi  Arabia/construction,  investments 

244 

Herz  family/Germany/co/^/ee  retailing 

234 

Otto  family/Germany/maj7  order 

221 

Hiiti,  Martin  and  family/LiechtensteinZ/dsrener.';,  rivets 

220 

Otto,  Siegfried/Germany/nioney  printing 

221 

Hsu  family /Taiwan/texti7es,  cement,  department  stores 

125 

Packer,  Kerry/Australia/media,  investments 

144 

Huang,  Shi  H.  and  family/Taiwan/autos,  motorcycles. 

financial  services 

126 

Pao,  Sir  Yue-kong/Hong  Kong/ shipping,  property  development 

132 

Ishibashi,  Kanichiro/Iapan/auro  tires 

150 

Peugeot  family/France/flutos 

208 

Ishii,  Hisashi/JapanZ/j/iance 

156 

Porsche  family/Germany/autos,  auto  dealerships,  finance 

224 

Ito,  Masatoshi/Japan/refoiiyng 

149 

Reimann  family/Germany/ciiemjcais.  cleansers,  cosmetics 

224 

Jacobs,  Klaus/Switzerland/co//ee,  chocolate 

216 

Rochling  family/Germany/steey 

'228 

Jameel,  Abdul  Latif/Saudi  Arabia/auto  distribution,  real  estate 

244 

Safra  brothers/Lebanon/ban/cing 

252 

Jinnai,  Ryoichi/Japan/money  lending 

158 

Saito  family/Japan/paper 

148 

Juffali  family/Saudi  Aiahia/ conglomerate 

246 

Sasaki,  Kichinosuke/Japan/reai  estate 

168 

Kadoorie  family/Hong  Kong/utihties,  hotels 

134 

Schorghuber,  Josef/Germany/construction,  real  estate,  beer 

236 

Kanoo  family/Bahrain/sAipping,  conglomerate 

247 

Siemens  family,  von/Germany/e7ectrica7  machinery 

237 

Kawamoto,  Genshiro/Japan/reai  estate 

170 

Soeryadjaya,  William  &  family/lndonesia/auto  sales,  timber,  rubber 

138 

Kawamura,  Shigekuni/Japan/ini,  chemicals 

158 

Swarovski  family/ Austria/rijinestones 

220 

Kinoshita  family/Japan/money  lending 

158 

Swire  brothers/Hong  Kong/far  East  trading,  airline 

138 

Kipp,  Karl-Heinz/Germany/variety  stores 

236 

Teramachi  family/Japan/bearings 

160 

Kobayashi,  Heizo/]apan/restauTants.  supermarkets,  hotels 

176 

Thurn  und  Taxis,  Johannes  von/Germany/7and,  investments 

226 

Koo  iamily/Koica/conglomerate 

128 

Thyssen-Bornemisza,  Hans  Heinrich/Switzerland/ 

art,  manufacturing 

218 

Koo  family/Taiwan/baniun^,  diversified 

124 

Kristiansen  family/Denmark/toys 

194 

Tsai  family/Taiwan/insurance,  construction 

126 

Kuok,  Robeit  and  family/Malaysia/su^ar,  flour  trading,  hotels 

140 

Tsutsumi,  Seiji/Japan/retajijng,  hotels 

152 

Kwek  family/SingaporeZ/inance,  property 

142 

Uehara,  Sho\i/]apan/pharmaceuticals 

162 

Kwok  Tak-Seng/Hong  Kong./reaI  estate,  housing 

138 

Vuitton  family/France/Zuxury  goods 

205 

Latsis,  ]ohn/Gitece/shipping,  oil 

195 

Wang,  Y.C./Taiwan/p?astics 

124 

Lee  family/Singapore/bjn/cjng.  rubber  trading 

140 

Werhahn  family/Germany/retai7ing,  banking 

238 

Lee  Byung-chull  family/Korea/trading,  retailing,  consumer 

128 

Yokoi,  Hideki/Iapan/rea7  estate 

174 
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Special  Advertising  Supplement 


A  TRANSATLANTIC 
PARTNERSHIP 

GERMANY  AND  THE  UNITED  STATES 


By  Richard  Jacob 


A  free,  united  Germany  within  a  free, 
united  Europe"  was  tine  vision  of 
the  Federal  Republic's  first  Chan- 
cellor, Konrad  Adenauer  As  recently  as 
a  year  ago,  the  feasibility  of  a  free, 
united  Germany  seemed,  well,  vision- 
ary, at  least  in  this  century.  That  it  is 
about  to  happen  is  now  all  but 
inevitable. 


U^tSi 


While  political  and  economic  fer- 
ment in  the  Soviet  Union  has  been  a 
major  catalyst  in  this  process,  the  cur- 
rent reconfiguration  in  Central  Europe 
would  scarcely  have  been  conceivable 
without  the  close  partnership  that  has 
evolved  between  the  U.S.  and  West 
Germany  over  the  last  40  years. 
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According  fo  the  Iciws  off  automotive  physics,  all  cars  must  age.Some 
just  do  it  much  more  araceffuiiy  than  others.  One  car,  however,  appears 
to  bucic  tiie  trend  entirely:  the  BIMW  325is.Car  and  Driver  tested  one     l>^ 
while  new,  then  put  it  throuah  identical  tests  affter  30,000  mercilessly  ink 
driven  miles.  At  which  time  it  was  ffound  to  accelerate  quicker,  reach  a 


ONE  OF  BMW'S 
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TOGODOWNHIU. 


gher  fop  speed  and  brake  more  effectively  than  the  day  it  vms  new. 
roviding  yet  more  justification  for  tiie  consistently  high  resale  value  of 

£  Series  sports  sedan.Call  800-334-4BMV/for  more  informa-, 
,or  visit  your  BMW  dealer  to  take  a  325is  test  drive.  And  do 
»ur  part  to  help  slop  the  aging  process,  the  ultimate  driving  machine;^ 
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The  political  aspects  of  this  relation- 
ship have  long  been  fairly  obvious,  some 
even  predating  the  foundation  of  the 
Federal  Republic  in  1949.  Less  well 
known  are  the  strong  econonnic  and 
business  ties  that  have  grown  and  ma- 
tured during  this  period.  The  genesis  of 
the  latter  can  actually  be  traced  back  to 
the  18th  and  19th  centuries. 

The  historical  paradigm  for  the  close 
political  and  economic  partnership  be- 
tween the  U.S.  and  the  Federal  Republic 
of  Germany  was  set  by  the  Treaty  of 
Amity  and  Commerce  that  the  U.S. 
signed  with  Prussia  in  1785  Only  the 
fourth  international  agreement  signed 
by  the  fledgling  American  republic,  it 
provided  for  greater  freedom  of  mar- 
itime commerce  than  any  other  treaty 
the  U.S.  had  yet  concluded.  It  was 
signed  in  September  1 785  by  a  Prussian 
diplomat  under  the  authority  of  Freder- 
ick the  Great  and,  for  the  American  side, 
by  Benjamin  Franklin,  Thomas  Jeffer- 
son, and  John  Adams. 

Writing  to  a  friend  in  France,  George 
Washington  said  that  "the  Treaty  of 
Amity . . .  between  the  King  of  Prussia 
and  the  United  States  marks  a  new  era 
of  negotiation.  It  is  perfectly  original  in 
many  of  its  articles.  It  is  the  most  liberal 
Treaty  which  has  ever  been  entered  into 
between  independent  Powers."  Not  a 
bad  way  to  start  a  relationship. 

Ties  That  Bind 

If  the  U.S.  is  a  nation  of  immigrants,  then 
the  German  element  must  be  accorded 
substantial  credit  for  its  contributions  in 
building  the  nation  and  developing  its 
culture.  A  proclamation  signed  by  Presi- 
dent Reagan  in  1987  noted  that  more 
Americans  trace  their  heritage  back  to 
German  ancestry  than  to  any  other 
nationality  — one  in  four.  More  signifi- 
cantly, according  to  the  White  House, 
"few  people  have  blended  so  com- 
pletely into  the  multicultural  tapestry  of 
American  society  and  yet  have  made 
such  singular  economic,  political,  so- 
cial, scientific  and  cultural  contributions 
to  the  growth  and  success  of  these 
United  States  as  have  Americans  of  Ger- 
man extraction." 

The  Harvard  Encyclopedia  of  Ethnic 
Americans  puts  total  German  emi- 
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First  as  farmers  and 
artisans  and  later 
as  entrepreneurs, 
Germans  left  an  in- 
delible imprint  on  the 
economic  landscape 
of  the  U.S. 


gration  to  the  U.S.  between  1820  and 
1900  at  around  7  million,  and  it  estimates 
that  between  1850  and  1900  Germans 
were  never  less  than  a  quarter  of  all  the 
foreign-born  in  the  U.S. 

Today,  of  course,  the  descendants  of 
this  huge  pool  of  humanity  have  been 


fully  assimilated,  but  their  ancestors  be- 
queathed such  important  artifacts  to  the 
core  of  Americana  as  Santa  Glaus,  the 
Christmas  tree,  hot  dogs,  hamburgers 
and  the  kindergarten. 

In  a  more  serious  vein— and  earnest- 
ness is  both  a  German  vice  and  virtue- 
German  immigrants  and  their  descen- 
dants in  the  19th  century  furnished  a 
major  resource  of  muscle  and  brain- 
power in  developing  the  territories  west 
of  the  original  13  states.  First  as  farmers 
and  artisans  and  later  as  entrepreneurs, 
Germans  left  an  indelible  imprint  on  the 
economic  landscape  of  the  U.S. 

Many  became  legends  in  their  own 
time.  John  Jacob  Astor's  ruthless  fur- 
trading  operations  west  of  the  Mis- 
sissippi provided  the  first  impetus  to  the 
colonization  of  the  West  and  helped  to 
make  him  the  richest  man  of  his  time  in 
the  U.S.  Frederick  Weyerhaeuser  left 
Germany  a  penniless  youth  in  1852, 
earned  the  title  of  "the  lumber  king,"  and 
left  a  fortune  estimated  at  $300  million 
when  he  died  in  1914.  Not  to  be  forgotten 
either  is  Karl  Steinmetz,  whose  seminal 
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Immigrants  arrive 
in  New  York. 
Between  1820  and 
1900  some  seven 
million  Germans 
emigrated  to  the 
United  States. 
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My  name  is 

^  ^     Neal.      , 
My  company's 

^  /  name  is 
Mannesmann. 


Mannesmann  is  a  company  operating  worldwide 
with  130,000  employees  and  total  external 
sales  of  $  13.4  billion. 

In  the  United  States  we  offer  a  comprehensive 
program  for  mechanical  and  plant 
engineering,  for  example  material  handling 
flow  systems  and  complete  steel-making 
facilities.  We  are  a  leading  company  in 
electronic  controls  and  computer-interfaced 
control  systems  for  hydraulic  and  electric 
drives.  And  nobody  offers  a  wider  range 
of  computerized  printers  than  Mannesmann 
Last  but  not  least,  we  have  developed 
the  world's  highest  performance  premium 
casing  connection  for  severe  oil  and  gas  well 
applications  -"HPC". 


For  free  full-color  brochure 
"Mannesmann  in  the  U.S.A.", 
call  1-800-356-9235 
outside  the  New  York  area. 
In  New  York  dial 
(212)  826-0040. 


In  the  U.S.A.,  Mannesmann 

companies  are  leading  suppliers 

of  technology,  products  and 

services,  dedicated  to  research 

and  development,  manufacturing 

and  marketing  throughout  the 

country.   No  matter  where  the 

customer     in  Pennsylvania, 

Texas  or  California  - 

Mannesmann  has  solid 

engineering  background 

to  serve  the  clients'  needs  with 

integrated  industrial 

know-how. 


mannesmann  technology  I 


Neal  Hanson 

HnKinciT 

Markt-ting/Scrvo  Proportional  Controls 

The  Rexroth  Corporation 

Bethlehem  1>A 


Mannesmann  Capital  Corporation.  450  Park  Avenue,  24lh  Floor.  New  Vork.  NY  10022.  Phone  (212i-326  0040  Mannesmann  Demag  Corporation.  Solon  OH.  Grand  RaoiOs  Ml  Bcnsenville  IL.  Parsippany  NJ,  Pittsburgh  PA 

The  Buscliman  Company.  Cincnnati.  OH  The  Rexroth  Corporation.  Beirilehem  PA,  Woosler  OH.  Pneumatics  Division,  Lexington  K  Y   Indramat  Division.  Wood  Dale  IL   Fichtel  A  Sachs  Industries.  Inc..  Colmar  PA 

Gas  Spring  Company.  Colmar  PA  Sachs  Automotive  Products  Company.  Westlal<e  OH  Sachs-Huret.  Inc..  Deer  Park  NY  Sachs  Dotmar  Division,  Siireveport  LA  KTI  Kinetics  Technology  International  Corporation,  Monrovia  CA 

AAI  Applied  Automatkm  Inc.  Bartlesville  OK  Mannesmann  Tally  Corporation,  Kent  WA  Argo  Instruments.  Inc..  Winchester  VA  Mannesmann  Pipe  &  Steel  Corporation.  Houston  TX  Mannesmann  Oilfield  Tubulars  Corporation.  Houston  TX 

Sachs  Automotive  Center,  Troy  Ml  < 


We've  Built  This 

Automation  Company 

Around  the 

Best  of  TWo  Worlds. 


European  craftsmanship.  American  entrepreneurial  spir  iitn 
AEG  has  linked  the  best  of  the  Old  World  with  the  best  ( atio 
the  New  to  form  an  industrial  automation  company  liMa 
no  other  Experience  the  world  over  gives  us  in-deplids 
understanding  of  industrial  processes.  It's  our  custom  1  )fp( 
approach  any  task  with  a  long-term  perspective,  and  oi  Kid 
Daimler-Benz  backing  gives  us  both  resources  and  sta;  iing 
ing  power  And,  our  marriage  with  American  automatic  ste 
companies  provides  us  with  energy,  drive— and  a  willinc  ms, 
ness  to  explore  new  ideas.  AE 

These  companies  are  Modicon  for  programmable  logi  fci 
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ntrollers  and  PLC  systems.  Modcomp  for  next-gen- 
ation,  real-time  computer  systems.  Computrol  for  local 
aa  networks  and  related  communications  products 
d  systems.  AEG  Westinghouse  Industrial  Automation 
i)rporation  for  cell  control,  systems,  software,  services 
d  drive  systems  applications.  Septor  for  control  systems 
ing  artificial  intelligence.  AEG  Mictron  for  software, 
stems  solutions  and  real-time  factory  automation  sys- 

n|ms.  Gettys  for  spindle  and  servo  drives. 
AEG  is  a  complete  automation  company  thiat  joins 

igljiiosophy,  technology  and  knowledge  in  a  very  different 


way:  Partnering  the  best  of  two  worlds.  Because  wisdom 
and  spirit  are  a  powerful  combination.  Call  (201)  231-8405 
to  see  what  we  can  do  to  help  you.  AEG  Corporation, 
Somerville,  New  Jersey. 
The  Future  Is  Redefining  Automation. 


AEG 


Member  of  the  Daimler-Benz  Group 
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Skyline  of  Frankfurt, 
Germany's  financial 
center. 


discoveries  in  electricity  laid  the  founda- 
tion for  the  future  success  of  General 
Electric. 

Names  like  Anheuser-Busch, 
Chrysler,  Heinz,  Timken,  Levi  Strauss, 
Hershey,  Kraft,  Westinghouse,  Mer- 
genthaler,  Bausch  and  many  other  icons 
of  U.S.  business  today  testify  to  the  en- 
ergy and  business  acumen  of  these  19th 
century  immigrants  and  their  offspring. 

The  Road  Back 

1945  is  known  in  modern  German 
history  as  "Year  Zero."  Its  factories 
shattered,  the  transportation  and  com- 
munications infrastructure  in  disarray 
and  the  population  on  the  brink  of  star- 
vation, the  first  three  years  in  Germany 
after  World  War  II  were,  in  the  words  of 
the  Economist  of  London,  "utter  eco- 
nomic hell." 

Washington  and  the  director  of  the 
U.S.  military  government,  Lt.  General 
Lucius  Clay  were  the  first  to  recognize 
that  some  degree  of  reconciliation  and 
economic  support  would  have  to  ac- 
company the  political  rehabilitation  of  a 
defeated  Germany.  In  1946  President 
Truman  asked  former  President  Herbert 
Hoover  to  survey  the  economic  prob- 
lems in  occupied  Germany.  In  his  report 
to  the  White  House  Hoover  stated  the  di- 
lemma succinctly:  "You  can  have  ven- 
geance, or  peace,  but  you  can't  have 
both." 


German  National  Tourist  Office 

As  it  became  more  obvious  in  1946 
that  four-power  agreement  on  the  future 
of  Germany  as  a  whole  would  be  impos- 
sible. General  Clay  began  to  formulate  a 
policy  whose  objective  was  relatively 
simple  and  clear:  turn  the  western  zones 
of  Germany  back  to  the  Germans  and 
then  turn  them  loose  to  rebuild  their  dev- 
astated economy 

Secretary  of  State  James  Byrnes 
gave  the  signal  for  this  change  in  official 
U.S.  policy  in  a  key  speech  in  Stuttgart 
on  September  6,  1946.  Declaring  that 
the  Germans  must  be  given  a  greater 
measure  of  self-government  so  that  they 
could  become  self-supporting,  Byrnes' 
speech  reached  its  telling  climax  with 
these  words:  "The  American  people 
want  to  help  the  German  people  win 
their  way  back  to  an  honorable  place 
among  the  free  and  peace-loving  peo- 
ples of  the  world." 

In  the  following  years,  economics 
provided  the  foundation  upon  which  the 
German  people  could  build  a  demo- 
cratic society  In  his  famous  commence- 
ment address  at  Harvard  University  on 
June  5,  1947  Secretary  of  State  George 
Marshall  proposed  what  would  later  be 
known  as  the  Marshall  Plan:  "Any  gov- 
ernment willing  to  assist  in  the  task. of  re- 
construction will  find  full  cooperation  on 
the  part  of  the  United  States."  Germany 
was  invited  to  participate.  The  second 
step  that  ultimately  led  to  the  so-called 
German  "economic  miracle"  was  Lud- 


wig  Erhard's  decision  in  July  1948  to 
abolish  rationing  of  food  and  other  es- 
sentials and  to  lift  all  wage  and  price 
controls.  In  effect,  Erhard,  the  future 
minister  of  economics  of  the  Federal  Re- 
public of  Germany  was  acting  on  his  ad- 
monition to  the  postwar  Germans  to 
"turn  the  money  and  the  people  loose 
and  they  will  make  the  nation  strong."  As 
the  saying  goes,  the  rest  is  history. 

The  American  Connection 

In  a  speech  in  New  York  last  year,  a  lead- 
ing German  business  executive.  Dieter 
Spethmann,  the  chief  executive  officer 
of  Thyssen  AG,  said:  "The  Americans 
were  the  most  important  godparents  at 
the  cradle  of  the  Federal  Republic  of 
Germany,"  and  he  noted  that  "the  friend- 
ship between  the  U.S.  and  the  Federal 
Republic  is  a  fact,  socially,  politically, 
economically  and  militarily." 

To  be  sure,  U.S. -German  relations  to- 
day must  be  viewed  against  the  back- 
ground of  American  political  support  for 
West  Germany  which  has  been  as  tena- 
cious as  it  has  been  consistent,  from  the 
Berlin  airlift  in  1948  to  President  Bush's 
forthright  endorsement  of  German  uni- 


Frenkel  &  Co.  Inc. 

The  growing  numbers  of  German 
companies  with  subsidiaries  in 
the  U.S.  provide  growing  opportu- 
nities for  American  companies  of- 
fering financial  services.  New 
York-based  Frenkel  &  Co.  Inc.,  for 
instance,  provides  a  host  of  com- 
mercial insurance  and  risk  man- 
agement programs  to  the  U.S. 
subsidiaries  of  German  firms.  "We 
are  particularly  proud  of  our  asso- 
ciation with  our  many  German- 
American  clients,"  says  executive 
vice  president,  Martin  Elkinson. 
"We  can  work  directly  with  U.S. 
subsidiaries  of  a  German  parent 
and  equally  well  in  conjunction 
with  a  captive  broker,  risk  man- 
ager or  an  independent  corre- 
spondent broker  located  in 
Germany." 
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'ication.  Indeed,  the  postwar  history  of 
J.S.-West  German  political  relations  has 
'epresented  a  genuine  partnership  as 
/veil  as  an  alliance,  even  if  one  side  has 
Deen  a  somewhat  junior  partner. 

The  less  public  dimension  of  this  re- 
lationship has  been  the  close  economic 
condominium  that  has  evolved  between 
Ihe  two  countries.  In  this  instance  the  re- 
lation has  been  considerably  more 
equal,  with  a  rich  fallout  of  benefits  to 
both  countries.  Providing  a  concrete 
foundation  to  the  political  superstruc- 
ture, the  strong  commercial  ties  that 
bind  the  U.S.  and  the  Federal  Republic 
v/ividly  support  Woodrow  Wilson's  de- 
scription of  business  as  "the  organiza- 
tion of  the  energies  of  peace." 

The  Economic  Imperative 

As  the  perceived  military  threat  from  the 
Soviet  Union  recedes,  the  major  global 
challenge  facing  the  U.S.  today  is  to  re- 
dress its  substantial  foreign  trade  defi- 
cits. While  the  U.S.  merchandise  trade 
with  West  Germany  has  been  in  the  red 
for  most  of  the  1980s,  the  deficits  have 
declined  sharply  and  steadily  since 
1987.  (U.S.  trade  accounts  with  the  Fed- 
eral Republic  in  the  1970s  were  either  in 
surplus  or  in  virtual  equilibrium.)  Over 
the  last  three  years,  the  U.S.  shortfall  has 
plunged  from  $16  billion  to  approx- 
imately $8  billion.  By  comparison,  the 
American  deficit  with  Japan  last  year 
amounted  to  $49  billion  and  $13  billion 
with  Taiwan. 

The  reasons  for  the  improvement  in 
the  U.S. -German  trade  ledger  have 
I  been  twofold:  a  depreciating  dollar  that 
makes  imports  more  expensive  and  an 
aggressive  sales  effort  by  U.S. 
exporters. 

German  car  exporters  have  felt  the 
impact  of  the  higher  price  tags  on  their 
products  in  the  past  two  years.  Now  they 
face  a  looming  challenge  from  new  high- 
performance  cars  from  Japan,  and  they 
are  not  intimidated.  Says  Karl  Gerling, 
the  president  of  BMW  of  North  America: 
"While  we  will  be  a  quickly  moving  target 
when  it  comes  to  innovation  and  meet- 
ing needs  in  the  market,  every  BMW  will 
continue  to  be  based  on  the  philosophy 
of  performance  and  driver  orientation 
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Every  BMW  will  con- 
tinue to  be  based  on 
the  philosophy  of  per- 
formance and  driver 
orientation  through 
advanced  technology 
and  design. 


cars  or  stereos  and  selling  beef  and  tim- 
ber in  return." 

Another  gauge  for  measuring  the  dy- 
namic trend  in  commerce  between  the 
U.S.  and  Germany  is  the  figures  on  air 
freight  and  travel.  Lufthansa  German 
Airlines  reports  that  its  air  freight  be- 
tween the  U.S.  and  Germany  more  than 
doubled  in  the  last  decade,  from  103 
million  tons  in  1980  (includes  Canada)  to 
213  million  tons  last  year  (U.S.  only).  Dur- 
ing that  same  period,  passenger  traffic 
leaped  by  just  under  100%,  from 
920,905  to  1,746,850. 


Returns  on  Investment 

While  foreign  direct  investment  in  the 
U.S.  has  in  recent  years  become  a 


BMW  production 

combines 

sophisticated 

robots  and 

meticulous 

handwork. 


through  advanced  technology  and 
design." 

A  more  telling  profile  of  the  U.S.- 
German trade  relationship  emerges 
from  an  analysis  of  the  composition  of 
U.S.  exports  to  the  Federal  Republic:  ac- 
cording to  the  U.S.  Department  of  Com- 
merce, 84%  of  U.S.  sales  of  $14  billion  to 
West  Germany  in  1988  (the  latest  break- 
down available)  consisted  of  manufac- 
tured goods  and  sophisticated  high 
technology.  Or,  as  Werner  Walbrol,  ex- 
ecutive director  of  the  New- York-based 
German  American  Chamber  of  Com- 
merce, observes:  "You  can't  just  look  at 
the  volume  of  trade  between  the  U.S. 
and  Germany.  You  have  to  examine  the 
'quality'  of  the  trade  relationship.  We're 
not  talking  about  Americans  buying 


BMW  of  North  America 

highly  controversial  and  occasionally 
emotional  issue.  Federal  Reserve  Board 
Chairman  Alan  Greenspan  does 
not  number  himself  among  the 
xenophobes.  In  testimony  before  Con- 
gress in  January,  he  described  con- 
cerns as  overblown  because  "foreign 
investment  in  the  U.S.  spurs  competi- 
tion, provides  infusions  of  new  capital 
and  speeds  the  spread  of  technological 
advances." 

An  examination  of  German  fixed  in- 
vestment in  the  U.S.  provides  some  il- 
luminating support  for  Greenspan's 
position. 

Mutual  private  direct  investment  by 
West  Germany  and  the  U.S.  is,  in  the  first 
place,  in  approximately  equal  balance. 
Estimates  by  the  Department  of  Com- 
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German  American 

Chamber 

of  Commerce 


The  German  American 
Chamber  of  Commerce,  a 
membership  organization, 
provides  a  unique  opportu- 
nity for  establishing  top- 
level  business  contacts  with 
German  companies  -  both  in 
Germany  and  the  U.S.  The 
Chamber  also  offers  a  vari- 
ety of  services,  available  to 
non-members  as  well,  such 
as  business  development 
projects,  an  ambitious  semi- 
nar program  and  key  publi- 
cations on  "how  to  do  busi- 
ness in  Germany." 
Annual  Membership  starts 
at  $300. 

For  more  information, 
please  call  or  write: 
German  American 
Chamber  of  Commerce,  Inc. 
666  Fifth  Avenue 
New  York,  NY  10103 
Telephone  212  974  8830 
Fax  212  974  8867 
Attn.  Mrs  Inge  Orth 


New  York 
Atlanta 


Chicago 
Houston 


Los  Angeles 
San  Francisco 


Please  send  information 

about  (check) 
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Type  of  Business 


her  55%  of  German 
direct  investment  in 
this  country  is  in  the 
manufacturing  sector. 


merce  place  U.S.  direct  investment  in 
the  Federal  Republic  by  the  end  of  1988 
at  $21.7  billion;  German  investment  in 
this  country  during  this  same  time  frame 
stood  at  $23.8  billion.  (By  comparison, 
Japanese  investment  in  the  U.S. 
amounted  to  some  $66  billion  versus 
$17  billion  of  U.S.  holdings  in  Japan.) 

Employment  and  job-creation  in  this 
country  have  also  benefited.  The  latest 
Department  of  Commerce  figures  put 
total  employment  of  U.S.  nationals  by  for- 
eign  subsidiaries  in  this  country  at 
3,160,000,  and  Frankfurt-based  Com- 
merzbank  estimates  that  German  com- 
panies located  in  this  country  — and 
their  U.S.  subsidiaries  — employ  some 
400,000  Americans. 


Trade  Fairs 

Germany's  world-renowned  trade 
fairs  offer  U.S.  businesses  unique 
opportunities  for  developing  mar- 
kets in  Germany  and  Europe.  The 
Cologne  trade  fairs,  for  example, 
sponsored  26  international  shows 
in  1989  that  drew  over  one  million 
buyers  from  145  countries.  The 
Frankfurt  trade  fairs  reported  a 
veritable  boom  in  American  busi- 
ness, with  a  42%  leap  in  U.S.  ex- 
hibitors to  950  and  a  1 7%  increase 
in  U.S.  visitors  to  10,000.  Informa- 
tion and  details  on  upcoming 
shows  can  be  obtained  from  the 
U.S.  representatives,  Mr  Hans 
Teetz  (Cologne)  and  Mr.  Philip 
Hans  (Frankfurt)  at  (212) 
974-8830. 
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On  the  other  hand,  technology  trans- 
er  is,  by  its  very  nature,  more  difficult  to 
dentify  and  measure.  One  benchmark 
with  regard  to  German  technology 
ransfer  to  the  U.S.:  over  55%  of  German 
direct  investment  in  this  country  is  in 
he  manufacturing  sector,  a  share  ex- 
:eeded  only  by  France. 

One  leading  example  of  this  phe- 
nomenon is  the  Las  Vegas  People 
\^over,  the  first  magnetically  levitated 
;ransit  system  to  be  built  in  North  Amer- 
ca.  Magnetic  Transit  of  America  Inc. 
MTA)  is  the  system  supplier;  MTA  in  turn 
s  a  member  of  the  AEG  Westinghouse 
fransportation  Systems  Group  — a  joint 
venture  formed  in  1988  to  unite  the  trans- 
Dortation  activities  of  Frankfurt-based 
AEG  AG  and  Westinghouse  Electric 
Corp.  There  is  also  talk  of  using  the  mag- 


Customized 
application  design 
at  a  IVIannesmann 
AG  subsidiary  in 
the  United  States. 


If  you  need  insurance  for 
your  German-American 
business,  we'll  give  you 
a  hand. 


Because  we  know 

German-American  business 

like  the  back  of  our  hand. 


Frenkel&Co.Inc. 

International  Insurance  Brokers  Since  1878 

123  William  Street      New  York,  New  York  10038     (212)  267-2200 


"Art 

will  always 

be  art." 

Johann  Wolfgang  von  Goethe 


Mercedes-Benz  cars  have  always  been 
among  the  most  sophisticated  and  fascinat- 
ing automobiles  of  their  time. 
Spanning  more  than  a  century,  the  history  of 
Mercedes-Benz  is  a  chronicle  of  pioneering 
achievements  in  automotive  technology: 
From  the  first  protective  safety  body  to  the 
electronically  controlled  Seatbelt  System,  the 
Airbag  and  the  Anti-lock  Braking  System. 


Daimler-Benz  AG,  P.Q  Box  800230,  D-7000  Stuttgart  80,  Federal  Republic  of  Germany 
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The  history  of  Mercedes-Benz  is  a  portfolio 
of  classic  design.  Never  merely  following 
temporary  fashion  trends,  but  always  retain- 
ing the  distinctive  character  and  identity  of 
the  marque. 

Daimler-Benz,  the  parent  company  of 
Mercedes-Benz,  is  committed  to  its  leading 
role  in  the  automotive  world. 


The  automobile  is  and  will  remain  the 
driving  force  at  Daimler-Benz. 
Yet  Daimler-Benz  is  more  than  just 
automobiles.  Daimler-Benz  is  aerospace, 
aviation,  advanced  electronics  and  com- 
munications. With  all  of  these  resources  at 
their  disposal,  Mercedes-Benz  engineers  will 
continue  the  science  -  and  art  -  of  creating 
the  world's  finest  automobiles. 


DaimlerBenz 
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AnAEC 
Westinghouse 
"people  mover"  in 
Las  Coljnas,  Texas. 
Its  45-passenger, 
electrically- 
powered  vehicles 
run  quietly  on 
pneumatic  tires. 


netic  levitation  transportation  system  to 
link  Las  Vegas  and  Los  Angeles:  the  rev- 
olutionary train,  capable  ot  speeds  in 
excess  of  250  miles  per  hour,  promises 
to  cut  overland  travel  time  for  the  230- 
mile  stretch  to  just  over  one  hour 

Dusseldorf-based  Mannesmann 
AG,  too,  supplies  a  wide  range  of  so- 
phisticated technology  to  the  American 
market,  including  high-tech  process- 
control  and  automation  systems  as  well 
as  hydraulic  components  and  systems. 
Not  least  of  all,  German  aerospace  giant 
Messerschmitt-Boelkow-Blohm  and  its 
U.S.  subsidiary,  MBB  of  North  America, 
have  for  many  years  provided  sophisti- 
cated technology  to  NASA's  space  pro- 
gram, particularly  the  space  shuttle. 

Into  the  F\iture 

West  Germany  today  is  the  world's 
fourth-largest  economy,  the  second- 
largest  exporter  and  the  world's  largest 
holder  of  foreign  currency  reserves. 
With  the  West  German  deutschmark 
having  become  the  offical  currency  of 
East  Germany  on  July  2,  the  two  Ger- 
manys  have  effectively  completed  the 
first  step  toward  economic  unification. 
Full  unification  will  create  a  Germany 
half  the  size  of  Texas  with  a  population  of 
just  under  80  million. 

Still,  this  increase  in  physical  re- 
sources and  population  is  unlikely  to  af- 
fect German  external  accounts 
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Magnetic  Transit  of  America  Inc. 

significantly  for  some  time  to  come.  Pre- 
liminary estimates  place  the  cost  of  re- 
habilitating East  Germany's  antiquated 
infrastructure,  plant  and  housing  at 
more  than  $400  billion,  and  that  figure 


Full  unification  will 
create  a  Germany 
half  the  size  of  Texas 
with  a  population  of 
just  under  80  million. 


is  probably  conservative.  In  addition  to 
diverting  a  fair  share  of  Germany's  fi- 
nancial and  industrial  resources  to  inter- 
nal ends  in  the  immediate  future,  this 
gigantic  rebuilding  program  will  also 
present  U.S.  business  with  enormous 
opportunities. 

The  immediate  political  issues  in- 
volve Germany's  continued  role  in  NATO, 
i.e.,  in  essence  the  transatlantic  bond 
that  has  enabled  the  West  Germans  to 
develop  a  sovereign  nation  in  democ- 
racy and  prosperity  Chancellor  Helmut 
Kohl  addressed  this  question  directly 


"The  German-American  partner- 
ship and  the  Western  Alliance 
represent  the  most  basic  founda- 
tion for  peace  and  prosperity  in 
the  Federal  Republic  of  Germany. 
We  would  never  have  been  able  to 
accomplish  reconstruction  and 
the  economic  miracle  so  rapidly 
and  successfully  in  the  aftermath 
of  an  unholy  war  without  the  gen- 
erous aid  of  the  United  Statep.  We 
in  the  Federal  Republic  of  Ger- 
many have  not  forgotten  this  fact, 
and  it  must  remain  indelibly  fixed 
in  our  memories.  I  cannot  con- 
ceive of  a  united  Germany  that  is 
not  anchored  in  the  European 
Community  and  in  a  close  and 
trusting  relationship  with  our 
friends  in  the  United  States." 

Edzard  Reuter 
Chairman 
Daimler-Benz  AG 


and  candidly  at  a  May  press  conference 
in  Washington:  "The  friendship  and  part- 
nership with  the  United  States  continue 
to  be  vital  to  us  Germans;  naturally  this 
also  applies  to  a  united  Germany  of  to- 
morrow." ■ 


Richard  Jacob  is  a  New  York-based  writer 
and  consultant  on  Germany  and  Eastern 
Europe.  He  is  also  ttie  Editor  of  the  United 
States-German  Economic  Yearbool<. 


DESIGNED  BY  DEMARTINO  DESIGN  INC. 


An   Advertisement   of   Identical    Content   is   also    published 
in    Leading    German    Newspapers. 


German  American  Friendship  in  Freedom 
together  we've  succeeded. 


i\fter  forty  years  of  the  Atlantic  Alliance, 
after  forty  years  of  European  Community, 
after  forty  years  of  democracy  in  the  Federal 
Republic  of  Germany  -  we  are  nearer  to  our 
common   goals   than    ever   before. 

In  the  1954  Convention  between  the 
United  States,  the  United  Kingdom,  France, 
and  the  Federal  Republic  of  Germany,  we 
agreed  that  the  "signatory  states  will  join 
forces  to  achieve  by  peaceful  means  their 
common  aim.  a  reunified  Germany  with  a 
free  and  democratic  constitution,  like  that 
of  the  Federal  Republic,  and  integrated 
within   the  European   Community." 

Together  we  stood  as  allies  against 
the  forces  of  tyranny  to  protect  our  free- 
dom, to  ensure  the  welfare  and  happiness 
of  our  citizens,  to  end  the  division  of 
Germany  and  of  Europe,  and  to  provide 
incentives  for  democratization  and  eco- 
nomic   reform.    Today     a    new    chapter    in 


German-American  Friendship  in  Freedom  is 
beginning  -  a  chapter  in  which  there  will  be 
even  wider  opportunities  for  partnership. 
TOGETHER       WE       CANNOT       FAIL. 


L 


If  you  would  like  to  sup- 
port the  idea  of  "Friendship  in  Freedom":  Talk  with 
your  friends  and  colleagues  about  the  importance  of 
Atlantic  cooperation.  Take  advantage  of  opportunities 
like  lectures  or  interviews  to  explain  the  importance 
of  German-American  relations  for  our  security,  our 
freedom,  and  the  political  and  economic  development 
of  East  Europe.  Become  a  contributing  member  of 
"Friendship  in  Freedom." 

'Friendship  in  Freedom".  A  German  Initiative 
for  European  American  Relations,  1016  Sixteenth 
Street,  Northwest.  Suite  700,  Washington,  D.C.  20036. 


FRIENDSHIP  IN  FREEDOM 

A  German  initiative  for  Europe-American  Relations 


IIM    Mill   OMM 

Losiq    Live 
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''he  founders  of  this  campaign  are  leading  citizens  in  the  Federal  Republic  of  Germany:  Gunter  Dieht.  Dr  Gemot  Ernst.  Alphons  Horten,  Thomas  Kielinger.  Marie-tlisabeth  Klee.  Dieter  Kron 
mucker,  Dr  Tyll  Necker,  Priedhelm  Osl,  Ambassador  Dr  JUrgen  Rubfus,  General  (Ret.)  Johannes  Steinhoff  Wolfgang  Stresemann,  Prof  Dr  Werner  Weldenfeld,  Admiral  Dieter  Wellershoff 


You  don't  learn  to  fly  overseas 
overnight. 


Overseas  travel  is  considerably  different  than 
domestic  travel.  Longer  flights  and  remote  desti- 
nations require  a  different  kind  of  service,  one 
that  can  only  be  learned  through  experience. 
Lufthansa  flies  to  85  countries  around  the  world - 
more  than  any  other  airline.  We've  spent  over  50 
years  getting  to  know  the  people,  customs  and 
languages  that  other  airlines  are  just  beginning 
to  explore.  So  no  matter  how  far  you  have  to  travel, 
you  can  be  sure  we  know  the  territory 
After  all,  to  Lufthansa,  foreign  destinations  are 
anything  but  foreign. 


People  expect  the  world  of  us. 


Lufthansa 


Lufthansa  is  a  participant  in  the  mileage  programs  ol  United,  Delta, 
USAir  and  Continental/Eastern  See  your  Travel  Agent  for  details. 


Careers 


If  you  want  to  run  a  bank  some  day,  you 
could  go  to  a  fancy  business  school,  but  a 
better  course  is  offered  by  Wells  Fargo. 

Boot  camp 
for  bankers 


By  SethLnbove 


Would  you  rather  have  a  presti- 
gious  business   school   on   your   re- 
sume? Or  Wells  Fargo  &.  Co.? 
For  bankers  on  the  way  up,  San 


Francisco's  Wells  Fargo  has  become 
what  Procter  &  Gamble  was  to  the 
consumer  goods  industry,  what  Ma- 
cy's  was  to  retailing — a  widely  re- 
spected training  ground  whose  alum- 
ni are  now  running  companies  in  their 
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Wells  Fargo  ChaintmH  Carl  Reichardt  (left)  and  President  I'ciid  llazen 
"We're  not  in  a  terribly  complex^business." 


industry  all  over  the  country.  Some 
examples:  Newly  appointed  Bank- 
America  Chairman  and  Chief  Execu- 
tive Richard  M.  Rosenberg,  as  well  as 
Frank  Newman,  Glenhall  E.  Taylor 
Jr.,  Lewis  W.  Coleman  and  Thomas  E. 
Peterson  (all  vice  chairmen),  are  all 
former  high-ranking  Wells  Fargo  offi- 
cers. John  F.  Grundhofer,  a  former 
Wells  vice  chairman,  was  recruited  to 
turn  around  ailing  First  Bank  System 
of  Minneapolis.  Grundhofer's  brother 
Jerry,  a  former  Wells  executive  vice 
president,  was  recently  tapped  as 
president  of  Security  Pacific  National 
Bank  in  Los  Angeles. 

Robert  M.  Walker,  a  former  Wells 
senior  credit  officer,  is  presently  se- 
nior executive  vice  president  of  Val- 
ley National  Corp.  of  Phoenix,  parent 
of  the  state's  largest  independent 
bank.  A.  Jay  Meyerson,  an  executive 
vice  president  of  Ameritrust  Co.  of 
Cleveland,  had  been  a  vice  president 
at  Wells.  The  president  of  at&t's  new 
credit  card  operation,  Paul  Kahn, 
trained  at  Wells. 

As  in  a  U.S.  Marines  boot  camp. 
Wells  Fargo  middle  managers  are 
thoroughly  drilled  in  a  few  basic  com- 
bat principles.  Then  they're  thrown 
mto  the  business  world  to  survive  and 
prosper,  or  not,  depending  on  their 
ability  and  drive.  "You're  encouraged 
to  take  a  chance  and  make  decisions," 
says  Joseph  P.  Stiglich,  43,  a  senior 
vice  president  who  oversees  25  of 
Wells  Fargo's  486  branches.  "The  big- 
gest sin  is  to  not  make  a  decision." 

This  pragmatic  approach  is  a  reflec- 
tion of  Wells'  blunt-spoken  Chairman 
Carl  Reichardt,  59,  a  former  real  es- 
tate lender  who  joined  Wells  Fargo  in 
1970  to  create  its  real  estate  invest- 
ment trust.  Reichardt,  who  was 
named  chairman  in  1983,  has  created 
an  environment  that  rewards  manag- 
ers who  think  like  businessmen  that 
happen  to  be  in  banking.  "We're  not 
in  a  terribly  complex  business  here," 
he  says.  "We  don't  need  rocket  scien- 
tists. We're  dealing  with  fairly  simple 
issues  that  lend  themselves  to  nu- 
merical expressions." 

John  F.  Grundhofer,  51,  left  in  Janu- 
ary for  First  Bank  System.  Asked  what 
was  the  most  important  skill  he 
learned  at  Wells  Fargo,  Grundhofer 
responds:  "Mental  toughness.  At  First 
Bank,  we  had  too  many  people;  the 
efficiency  ratio  was  and  is  horrible. 
We  laid  off  1,500  people  out  of  10,700, 
and  that  is  something  that  is  tough  to 
do.  This  is  Minneapolis.  The  Mid- 
west. Nice  people,  quality  and  hard- 
working and  a  lot  had  done  nothing 
wrong,  but  they  were  misdirected 
with  respect  to  strategies.  You  need 
mental  toughness  to  do  that." 
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Wells  alumni  at  BankAmerioi:  Richard  Rosenberg,  Frank  Seinnan,  GlenJxill  Taylor  Jr.,  Lewis  Coleman,  Thomas  Peterson 
Says  Reichanlt:  "We  sure  do  have  a  lot  of  good  friends  around." 


Careers 


To  minimize  the  need  to  fire 
masses  of  people,  Wells  Fargo  manag- 
ers try  to  fire,  and  hire,  incrementally. 
Wells  higher-ups  closely  monitor  ris- 
ing bankers  through  a  stream  of  prog- 
ress reports.  At  any  particular  time 
they  have  a  good  idea  of  who's  suc- 
ceeding and  who's  not.  Promotion 
and  firing  decisions  are  made  largely 
on  the  basis  of  how  people  measure  up 
to  their  goals,  be  they  goals  to  in- 
crease home  equity  loans  by  a  certain 
percentage  or  to  cut  back-office  costs 
by  so  much. 

"Yes,  we  do  ask  people  to  leave," 
acknowledges  soft-spoken  Paul  Ha- 
zen,  48,  Wells  Fargo's  bespectacled 
president  and  Rcichardt's  longtime  al- 
ter ego.  "The  only  way  to  deliver  to 
the  people  who  are  achieving  is  to  not 
burden  them  with  the  people  who 
aren't  performing." 

Central  to  the  Wells  Fargo  approach 
is  the  belief  that  banking  can  be  re- 
duced to  a  few  essential  principles  and 
that  these  principles  can  be  efficiently 
transmitted  throughout  the  organiza- 
tion. Theodore  J.  Rogenski,  the  presi- 
dent of  Wells'  leasing  subsidiary  from 
1981  to  1989  and  now  in  a  similar 
position  with  John  Hancock  Financial 


First  Bank  System's  John  Grundbofer 
Wells  taught  mental  toughness. 


Services,  puts  it  this  way:  "Carl  sticks 
to  real  basic  principles.  If  he  were  an 
Olympic  diver  he  would  not  do  a  five- 
flip  twisting  thing,  he  would  do  the 
best  swan  dive  in  the  world  and  do  it 
perfectly  over  and  over  again." 

The  related  emphases  on  perfor- 
mance and  overhead  were  made  most 
apparent  in  1986  when  Wells  acquired 
Crocker  National  Corp.  from  Britain's 
Midland  Bank  Pic.  Bloated  with  bad 
loans  and  excess  people,  Crocker 
quickly  felt  the  Wells  ax:  5,000  people 
got  pink  slips. 

Crocker  has  now  been  fully  digest- 
ed, and  Wells'  overhead  is  once  again 
among  the  lowest  in  the  industry.  But 
that  doesn't  mean  the  company 
skimps  on  salaries.  It  isn't  unusual  for 
a  branch  manager  to  pull  down 
$100,000  a  year  in  salary  and  commis- 
sions, and  Wells  makes  a  public  ex- 
ample of  those  who  do. 

Wells,  though,  gets  its  money's 
worth.  Recalls  Jay  Meyerson  of 
Ameritrust:  "There  is  a  bias  toward 
doing  whatever  it  takes.  That  trans- 
lates into  long  hard  hours.  There's  no 
such  thing  as  banker's  hours." 

Relentlessly  cutting  the  fat  has  an- 
other happy  by-product.  Absent  the 
entrenched  bureaucracy  of  other 
banks,  things  happen  quickly.  In  the 
spring  of  1989,  for  example,  several 
senior  Wells  managers  heard  that 
Bank  of  America  would  soon  be  offer- 
ing Saturday  hours.  The  Wells  people 
mobilized  and,  working  around  the 
clock  on  plans  for  marketing  and  sys- 
tems, they  managed  to  arrange  Satur- 
day openings  within  a  week.  By  the 
time  Bank  of  America  came  out  with 
its  Saturday  service,  it  seemed  like  an 
also-ran. 

"I  submit  to  you  that  in  most  orga- 
nizations the  decision  process  would 
have  been  two  or  three  months,"  says 
Jack  Kopec,  a  Wells  executive  vice 
president  currently  on  sabbatical  do- 
ing consulting  work  and  teaching. 

To  return  to  the  analogy  with  the 
Marine  Corps,  Wells  considers  many 
characteristics  in  picking  its  people. 
A  Wells  manager  could  have  started 
his  career  as  a  furniture  salesman,  a 


waiter  or  football  player. 

A  talent  at  selling  is  a  plus.  A  Wells 
Fargo  senior  vice  president,  Kathleen 
Harrington-Lucier,  was  impressed 
with  a  waitress  at  a  local  Mexican 
restaurant.  "She  was  cross-selling  us 
everything  on  the  menu,"  she  recalls. 
So  Harrington-Lucier,  herself  a  former 
bank  teller  who  now  oversees  24 
branches,  slipped  the  waitress  a  busi- 
ness card  and  later  hired  her  as  a  per- 
sonal banking  officer  trainee  working 
with  Wells'  wealthy  private  banking 
clients.  It's  hard  to  imagine  that  kind 
of  thing  happening  at  most  of  New 
York's  M.B. A. -degree-obsessed  big 
commercial  banks. 

Inevitably,  Reichardt  lives  under 
something  of  a  self-imposed  curse. 
Having  created  a  culture  that  pro- 
duces so  many  top-quality  managers. 
Wells  is  a  frequent  target  of  raiding 
headhunters.  Between  1987  and  1989 
alone,  the  bank  lost  almost  a  quarter 
of  its  senior  management  staff.  Rei- 
chardt and  other  senior  Wells  manag- 
ers agree  that  it  is  flattering  to  be 
thought  of  as  a  training  ground  for  the 
industry.  On  the  other  hand,  no  one 
likes  to  invest  time  and  energy  in 
someone,  only  to  watch  him  or  her 
walk  into  the  arms  of  a  competitor. 
Trying  to  put  the  best  face  on  the 
problem,  Reichardt  says:  "We  sure  do 
have  a  lot  of  good  friends  around."  It's 
safe  to  say  he'll  have  more.  ■ 


Roger  Ma6lroianni 


Ameritrust's  A.  Jay  Meyerson 
No  banker's  hours. 
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Computers/Communications 


Should  we  love  the  Japanese  for  giving  us  a 
new  generation  of  color  computer  screens 
or  hate  them  for  walking  away  with  a 
technology  invented  here  in  the  U.S.? 

The  new,  improved 
color  computer 


By  Andrew  Tanzer 


OVER  THE  NEXT  YEAR  such  Japa- 
nese electronics  giants  as  nec, 
Sharp,  Hitachi  and  Toshiba 
will  market  a  new  generation  of  lap- 
top computers  with  strikingly  beauti- 
ful color  liquid  crystal  displays.  The 
technology,  a  more  sophisticated  ver- 
sion of  the  liquid  crystals  in  your  digi- 
tal watch,  will  rival  existing  comput- 
er displays  in  color,  brightness,  con- 
trast, viewing  angle  and  response 
speed.  Unlike  the  competing  technol- 
ogy of  light-emitting  diodes,  which 
look  like  colored  light  bulbs,  liquid 
crystals   are  not   light   sources,   but 


rather  like  tiny  shutters  that  can  be 
turned  on  and  off  to  block  light. 

The  Japanese  manufacturers  be- 
lieve the  new  liquid  crystal  screens 
will  someday  displace  today's  ubiqui- 
tous cathode  ray  tubes  in  desktop 
computers,  because  they  are  flat, 
lighter,  consume  less  electricity, 
don't  emit  radiation  and  are  softer  on 
the  eyes.  Big  securities  trading  rooms, 
with  hundreds  of  screens,  and 
cramped  Japanese  offices  should 
make  a  ready  market. 

A  big  opportunity  also  awaits  in 
consumer  electronics.  The  Japanese 
have  honed  their  skills  on  tiny  color 
liquid  crystal  displays  for  products 


Sharp's  Isamu  Wasbizuka  with  an  LCD  display 

Whien  the  price  of  a  big  screen  drops  sixfold,  everyone  will  want  one. 


like  the  Sony  Video  Walkman  and 
camcorder  viewfinders.  The  new  dis- 
plays will  find  their  way  into  every- 
thing from  video  telephones  and  per- 
sonalized airplane  seat-back  movie 
screens  to  wall-mounted  tv  screens. 
"Flat  displays  will  create  many  new 
products  you  can't  even  dream  of,  and 
liquid  crystal  technology  will  drive 
the  whole  display  market,"  predicts 
Arthur  Firester,  director  of  the  applied 
physics  and  advanced  displays  labora- 
tory at  SRI  International's  David  Sar- 
noff  Research  Center. 

"Everything  is  beautiful  except  the 
price,"  quips  Takashi  Shimada,  head 
of  Toshiba's  electron  tube  and  device 
division.  Initially,  the  screens  will 
cost  about  $2,000  each,  pushing  the 
price  of  a  32-bit  laptop  out  of  reach  for 
most  folks,  at  a  hefty  $7,000  to 
$10,000.  But  Japanese  producers  have 
set  a  target  of  $330  for  the  screens  by 
1995,  when  they  project  that  half  of 
the  world's  40  million  personal  com- 
puters will  have  flat-panel — mostly 
liquid  crystal — displays,  compared 
with  10%  today.  The  producers  are 
hoping  customers  are  less  sensitive  to 
price  than,  say,  color  tv  consumers. 

Isamu  Wasbizuka,  manager  of 
Sharp's  liquid  crystal  display  group, 
likens  his  new  color  displays  to  early 
laser  printers.  "People  thought  that 
market  would  be  limited,  but  as  the 
price  dropped  lower  and  lower  every- 
one wanted  one,"  he  says.  "That's 
how  new  markets  are  created." 

Now  that's  a  simple  marketing 
principle,  as  old  as  the  Ford  Motor  Co. 
But  as  fast  as  the  Japanese  are  learning 
it,  we  are  forgetting  it.  The  pioneering 
work  in  liquid  crystal  displays  was 
done  in  the  U.S.,  but  the  Japanese 
have  reaped  most  of  the  commercial 
gain.  The  fundamental  discoveries  be- 
hind flat-panel  color  displays  were 
made  at  the  Samoff  Research  Center, 
once  part  of  rca.  Yet,  when  General 
Electric  bought  rca  in  1987,  it  lost  no 
time  in  dumping  the  Samoff  center  on 
the  nonprofit  sri.  Why?  Getting  all 
those  scientists  off  the  payroll  helped 
the  earnings  statement,  at  least  in  the 
short  term. 

In  all  probability,  the  world  liquid 
crystal  display  market  will  balloon 
tenfold  this  decade,  to  $13  billion, 
according  to  estimates  by  the  Japa- 
nese industry,  which  expects  to  cap- 
ture at  least  75%  of  the  market.  Man- 
ufacturers are  now  pouring  several 
billion  dollars  into  the  technology. 
Sharp,   for  instance,   considered  the 
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Inventor  James  Fergmon  with  lujuid  crystal  display 
"We flubbed  it  badly." 


"It's  a  damned  shame" 


In  May  of  this  year  U.S.  Patent  3,731,986  expired. 
That  was  the  patent  granted  to  James  Fergason  in 
1973  for  the  basis  for  most  of  today's  liquid  crystal 
displays.  The  story  of  liquid  crystal  displays  is  yet 
another  depressing  tale  of  how  Americans  pioneered  a 
technology  only  to  sit  idly  by  and  watch  as  the  U.S.  was 
surpassed  by  the  Japanese  in  its  development. 

The  idea  to  use  liquid  crystal  materials  for  displays 
was  first  thought  of  by  George  Heilmeier  and  Richard 
Williams  at  rca  Corp.'s  David  Sarnoff  Research  Center 
in  1963.  Heilmeier,  who  is  now  senior  vice  president 
and  chief  technical  officer  at  Texas  Instruments,  went 
on  to  head  a  team  of  rca  researchers  who  were  trying  to 
develop  a  liquid  crystal  "Tv-on-a-wall." 

Liquid  crystal  tv  sets  haven't  happened  yet,  but  sim- 
pler displays  for  everything  from  clocks  and  calculators 
to  auto  dashboards  and  airplane  cockpits  were  proto- 
typed in  the  Sarnoff  labs.  Yet  commercialization  of  the 
work  never  got  off  the  ground.  "They  just  didn't  know 
what  to  do  with  it,"  remembers  Heilmeier.  "I  secretly 
believe  that  rca  management  really  wanted  to  kill  the 
project." 

Over  at  Westinghouse's  labs  in  Pittsburgh,  Jim  Ferga- 
son was  also  working  hard  on  liquid  crystals.  In  1964  he 
published  an  article  in  Scientific  Atnerican  on  liquid 
crystals.  "Those  drawings  are  still  used  today,"  laughs 
Fergason,  56.  At  Westinghouse  Fergason  came  up  with 
a  kind  of  liquid  crystal  that  changed  color  with  changes 
in  temperature.  These  were  first  used  to  measure  body 


temperature  tor  medical  purposes. 

In  1970  Fergason  founded  International  Liquid  Xtal 
Co.,  where  he  came  up  with  the  invention  that  became 
Patent  3,731,986.  Unfortur^ately  for  Fergason,  his  pat- 
ent application  was  delayed  a  few  months  because  his 
lawyer  kept  postponing  filing  papers.  This  allowed  a 
Swiss  team  to  sneak  ahead  of  him  with  a  similar  patent. 

Even  so,  U.S.  calculator  manufacturers  and  watch- 
makers weren't  particularly  enamored  of  liquid  crystal 
displays.  They  were  betting  on  light-emitting  diodes — 
the  bright  red  dots  that  were  used  commonly  in  the 
early  1970s.  By  the  time  U.S.  companies  like  Hewlett- 
Packard  decided  to  switch  to  liquid  crystal  displays,  it 
was  pretty  much  over  for  the  small  U.S.  companies  in 
the  business.  His  firm  failing,  Fergason  signed  over  his 
patent  to  R.  Hoffmann-LaRoche  &.  Co.,  which  em- 
ployed the  Swiss  researchers,  for  a  royalty  deal. 

Don't  weep  for  Fergason.  A  fertile  inventor,  he  holds 
70  U.S.  patents,  with  another  28  pending.  His  latest 
venture.  Optical  Shields  Corp.  in  Menlo  Park,  Calif., 
uses  superfast  liquid  crystal  cells  that  go  from  clear  to 
opaque  in  1/20,000  of  a  second  when  hit  with  a  bright 
light.  The  firm  is  turning  this  technology  into  devices 
to  protect  eyes  and  sensors  from  flashes  of  overly  bright 
light,  like  lasers. 

"U.S.  industry  just  didn't  have  the  vision  to  see  the 
market  for  liquid  crystal  displays,"  says  Fergason. 
"We  flubbed  it  badly.  For  the  country,  it's  a  damned 
shame." — Kathleen  K.  Wiegner 
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Even  the  best  rrianaged  com- 
panies may  find  themselves  in 
this  seemingly  untenaBl0|:>psition. 
With  market  forces  changir\g  so 
rapidly,  the  very  same  practic^^ 


Now  what? 

that  built  a  business  may  now  be 
blocking  its  path  to  the  future. 

Andersen  Consulting  can  help 
show  you  the  way  out. 

We'll  work  with  you  to  examine 


and  rethink  your  basic  business  ''' 
practices.  If  they're  sound,  we'll 
suggest  you  keep  them.  If  they're 
getting  in  your  way,  we'll  help 
you  revise  them.  And  if  the  new 
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processes  can  be  enhanced  by 
information  technology,  we'll 
help  you  automate  them. 

In  industry  after  industry, 
businesses  have  employed  our 


techniques  to  get  back  on  track. 
Because  with  competition  in- 
creasing every  second,  no  com- 
pany can  afford  to  stay  cornered 
for  long. 


msmsmm 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 

Where  we  go  from  here: 


How  to  make  a  TV  screen  flat 


Liquid  crystal  cells  are  like  the  shutter  of  a  camera.  Apply  a  voltage  to  a 
cell  (C)  and  it  twists  to  be  perpendicular  to  a  polarized  filter  (A),  blocking 
light  from  reaching  colored  filters  (D).  Here,  light  passes  through  the 
polarized  filter  and  glass  substrate  (B)  but  is  blocked  from  red  and  blue 
cells.  Green  light  is  projected  on  the  surface  of*  this  flat  screen  (£). 
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Comp/Comm 


technological  leader,  is  spending  $700 
million  over  three  years;  Toshiba  will 
invest  $500  million.  There's  more 
where  that  came  from.  Matsushita 
and  Hitachi  are  each  sitting  on  nearly 
$15  billion  in  cash,  and  even  Sharp,  a 
relative  minnow,  has  a  $4  billion 
hoard.  This  makes  Japanese  bosses 
much  more  willing  to  invest  massive- 
ly and  sustain  years  of  losses  to  domi- 
nate a  strategic  technology. 

What  are  the  U.S.  companies  doing? 
IBM  has  a  liquid  crystal  display  joint 
venture  with  Toshiba.  Most  other 
U.S.  producers,  such  as  tiny  Ovonic 
Imaging  Systems  (Forbes,  Dec.  25, 
1989],  are  small  firms  supplying  the 
U.S.  military.  "The  U.S.  is  nowhere  as 
far  as  displays  go,"  advises  Joseph 
Castellano,  president  of  Stanford  Re- 
sources Inc.,  a  San  Jose-based  displays 
market  research  firm.  "The  invest- 
ment community  in  the  U.S.  is  just 
not  willing  to  invest  the  money. 
There's  a  lack  of  confidence  in  the 
ability  to  compete  with  Japan." 

The  dearth  of  American  suppliers 
means  that  U.S.  computer  makers 
will  be  in  the  vulnerable  position  of 
depending  on  Japanese  competitors 


for  the  displays,  which  represent  a 
large  chunk  of  a  pc's  value.  Most  cath- 
ode ray  tubes  now  come  from  Asia, 
but  they  are  commodities.  "If  you're  a 
U.S.  laptop  producer  and  you're  buy- 
ing from  a  Japanese  supplier,  you 
know  you're  going  to  be  second  in  the 
marketplace  and  will  have  to  divulge 
your  specifications  to  a  competitor," 
warns  Sarnoff's  Firester.  Compaq,  for 
one,  is  not  worried.  "The  day  when 
liquid  crystal  displays  take  over  from 
cathode  ray  tubes  for  general  desktop 
computers  is  a  long  way  in  the  fu- 
ture," says  Rod  Canion,  Compaq's 
chief  executive. 

While  the  American  researchers 
were  tinkering  in  the  lab,  Sharp  start- 
ed applying  the  knowhow  to  calcula- 
tors, launching  the  first  electronic 
calculator  with  a  liquid  crystal  dis- 
play in  1973.  Next  came  watches  and 
clocks,  which  the  displays  permitted 
to  run  on  low-voltage  batteries.  The 
world's  largest  liquid  crystal  display 
manufacturer,  Sharp  began  to  put 
large-screen  displays  in  Japanese-lan- 
guage word  processors  in  the  early 
1980s.  Over  the  past  several  years,  a 
number  of  manufacturers  have  turned 
out  a  more  advanced  version  of  the 
screen  for  laptop  computers. 

Liquid  crystals  are  like  Polaroid 
sunglasses.  If  you  place  two  pairs  of 
these  sunglasses  at  perpendicular  an- 


gles, no  light  passes  through  them. 
That's  the  principle  at  work  in  liquid 
crystal  displays.  An  electric  field 
causes  a  liquid  crystal  cell  sand- 
wiched between  two  layers  of  glass  to 
rotate  90  degrees  and  become  dark 
when  viewed  through  a  layer  of  glass. 

A  more  advanced  "supertwisted" 
version  is  commonly  used  in  today's 
laptop  computers.  In  this  technology, 
the  cells  are  rotated  more  than  180 
degrees,  providing  a  higher-resolution 
screen.  But  supertwisted  displays  are 
basically  a  variation  on  the  old  simple 
matrix  theme. 

In  the  simple  matrix  version,  the 
picture  elements,  or  pixels,  are  acti- 
vated by  a  matrix  of  intersecting  rows 
and  columns  of  electrodes.  In  the  next 
generation  of  displays,  active  matrix, 
a  thin  film  transistor  is  formed  on  the 
surface  of  the  glass  to  control  pixels 
individually ,  resulting  in  faster,  more 
precise  switching.  These  control  ele- 
ments, transistors  and  wiring,  are  al- 
most invisible. 

Color  screens  require  three  transis- 
tors to  control  liquid  crystal  micro- 
shutters  which  open  and  close  to  let 
light  pass  through  green,  blue  and  red 
filters  overlaying  portions  of  each 
pixel  (see  diagram).  Cathode  ray  tubes, 
on  the  other  hand,  produce  color  im- 
ages by  zapping  single-color  phosphor 
dots  on  the  inside  of  the  screen. 

The  sticking  point  is  that  large,  ac- 
tive-matrix displays  are  devilishly  dif- 
ficult to  produce.  Using  techniques 
derived  from  production  of  semicon- 
ductors, manufacturers  etch  transis- 
tors on  a  thin  amorphous  silicon  film 
beneath  the  crystal  picture  elemfents. 
Making  big  screens  is  dicey,  A  10-inch 
color  liquid  crystal  screen  contains 
nearly  I  million  transistors.  A  single 
defective  transistor  can  destroy  the 
whole  display  (dud  transistors  pro- 
duce a  spot  on  the  screen).  Industry 
sources  estimate  that  one  or  two  good 
screens  out  of  ten  is  par  right  now.  By 
contrast,  in  a  mature  production  line 
for  memory  chips,  a  yield  of  anything 
less  than  80%  is  cause  for  concern. 

The  electronics  firms  are  confident 
that,  as  with  memory  chips,  when 
they  refine  the  production  process, 
yields  will  rise  and  costs  will  drop. 
That,  at  least,  is  the  lesson  the  Japa- 
nese firms  have  learned  from  their 
experience  with  advanced  semicon- 
ductor technology,  something  many 
U.S.  computer  firms  don't  possess. 
Sharp,  for  instance,  is  investing  to 
boost  output  from  3,000  1 0-inch 
screens  a  month  to  10,000  next  year 
and  50,000  in  1992.  Reasons  Califor- 
nia market  researcher  Castellano: 
"There's  so  much  money  going  into  it 
that  it  almost  has  to  work."  ■ 
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Computer  companies  need  a  mix  of  cre- 
ativity and  pragmatism.  Software  publisher 
Symantec  Corp.  has  finally  found  a  good 
mix  with  a  very  clever  program. 

Talk  to 
your  computer 


By  Julie  Pitta 


GIVE  ME  ALL  EMPLOYEES  whoSC 
sex  is  male  and  whose  hobby 
is  bowling."  We  submit  that 
question  to  Symantec  Corp.'s  q&la 
software,  one  of  the  few  natural  lan- 
guage database  programs  that  can  run 
on  personal  computers. 

A  cheap  desktop  computer  based  on 
the  Intel  286  chip  parses  the  question, 
searches  a  small  demonstration  data- 
base of  personnel  files,  and  lists  the 
male  bowlers. 

"Give  me  all  employees  whose  sex 
is  female  and  whose  salary  is  more 
than  the  average  salary  for  male  em- 
ployees." This  is  a  tougher  question. 
No  averages  are  in  the  database,  so  the 
program  has  to  understand  what  an 
average  is  and  how  to  calculate  it.  In 
seconds,  the  computer  delivers  the 
right  answer. 

Now  we  throw  a  curve  ball.  "Give 
me  all  employees  who  list  sex  as  their 
hobby."  qSla.  is  flustered.  Although 
all  the  words  in  that  question  are  in 
its  vocabulary,  it  fails  to  deliver  the 
correct  answer  (which  is  "none")  and 
instead  lists  all  employees  in  the  data- 
base, irrespective  of  sex  or  hobby.  But 
what  do  you  expect  from  a  little  pro- 


Symantec founder  Gar}'  Hendru  (left) 

and  boss  Gordon  Eubanks 

"Mr.  Crazy  met  Mr.  Practical." 


gram  that  costs  $349  and  needs  only 
512  kilobytes  of  memory  to  run? 

q6la  is,  along  with  graphical  inter- 
faces and  the  mouse,  one  of  the  great 
steps  forward  in  making  computers 
friendly  to  their  users.  Someday,  no 
doubt,  there  will  be  variations  on  this 
program,  with  much  larger  vocabular- 
ies, a  better  understanding  of  English 
syntax  and  more  common  sense.  In 
the  meantime,  the  program  is  contrib- 
uting mightily  to  the  success  of  Sy- 
mantec, a  Cupertino,  Calif,  software 
firm  whose  stock  has  doubled  since 
being  offered  to  the  public  a  year  ago. 
Q&A  accounted  for  one-third  of  Sy- 
mantec's $50  million  of  revenues  in 
fiscal  year  1989. 

It  wasn't  always  smooth  sailing  for 
Symantec.  Founded  by  creative  wiz- 
ard Gary  Hendrix,  now  42,  the  firm 
ran  up  7  years  of  losses  before  turning 
profitable  last  year.  The  company  was 
full  of  ideas  but  rather  lacking  in  prac- 
tical business  sense  until  Hendrix 
was  joined  in  1984  by  Gordon  E.  Eu- 
banks Jr.,  now  43  and  the  company's 
chief  executive  officer.  As  Hendrix 
likes  to  put  it:  "Mr.  Crazy  met  Mr. 
Practical."  Eubank's  practical  accom- 
plishments include  the  recent  pur- 
chase of  Peter  Norton  Computing,  a 


privately  held  developer  of  "utility" 
programs  with  sales  of  $25  million. 
The  best-known  Norton  program  re- 
captures files  lost  on  hard  disks. 

Practicality  was  not  in  the  business 
plan  when  Hendrix  put  together  a 
group  of  Stanford  University  research- 
ers in  the  discipline  of  natural  lan- 
guage processing.  After  a  National 
Science  Foundation  grant  ran  out, 
Hendrix  went  looking  for  venture 
money.  He  got  it:  Artificial  intelli- 
gence was  hot  and  venture  firms  were 
eager  to  invest.  But  by  1983  Symantec 
was  no  closer  to  finishing  a  product 
than  when  it  began.  Eubanks,  mean- 
while, was  struggling  with  his  own 
small  company,  also  working  on  a 
database  product.  The  two  merged  at 
the  behest  of  their  investors. 

"We  had  the  high-tech  magic  that 
Gordon's  group  didn't,"  Hendrix  says. 
"But  they  knew  how  to  do  things  like 
writing  tight  code  [computer  instruc- 
tions] and  working  out  bugs,  things 
you  don't  learn  getting  a  Ph.D.  .  .  . 
When  we  could  see  our  ideas  on  [com- 
puter] screens,  we  had  to  respect  [Eu- 
banks' people]."  Symantec  shipped 
Q&A  in  1985. 

Q&iA  has  a  built-in  vocabulary  of 
not  quite  600  words,  including  arti- 
cles like  "a"  and  prepositions  like 
"in."  But  the  user  can  train  the  pro- 
gram to  understand  other  words.  Say 
you  want  to  list  the  salaries  for  all 
women  employees.  When  the  query  is 
made,  the  program  will  tell  the  user 
that  it  does  not  understand  "women," 
at  which  point  the  user  says  they  are 
synonymous  with  "females,"  a  word 
in  its  standard  vocabulary.  The  pro- 
gram can  then  process  the  query,  q&la 
can  accept  queries  up  to  about  40 
words  long  and  it  can  accurately  inter- 
pret hundreds  of  variations  of  the 
same  question. 

All  this  is  much  less  forbidding 
than   the   rigorous  formality   of  the 
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most  popular  database  language,  Ash- 
ton-Tate's  dBase.  In  dBase,  ask  a  ques- 
tion such  as  "List  fields  employee. 


hobby  for  sex  =  'M',''  with  a  slight 
spelling  or  punctuation  error  and  the 
query  is  kicked  back  with  a  rude  beep. 
Hendrix  is  aware  that  q&jv  only 
scratches  the  surface  of  what  the 
world  wants  in  user  friendliness.  His 
current  project  is  speech  recognition. 
Today  Hendrix  is  the  only  original 


member  left  of  his  natural  language 
group.  The  rest  have  scattered,  some 
returning  to  academia.  "They  found 
that  this  wasn't  the  kind  of  life  they 
wanted  to  lead,"  he  explains.  "There 
are  compromises  that  have  to  be  made 
to  make  technology  that  works." 


Random  Access 


Commentarv  bv  Esther  Dyson 


PC  PERESTROIKA 


In  their  professional  if  not  in  their 
personal  lives,  personal  computer 
users  are  much  like  the  liberated 
peoples  of  Central  Europe.  So  said 
Mike  Maples,  vice  president  of  ap- 
plications at  Microsoft,  in  the 
course  of  a  recent  panel  discussion 
on  PC  software.  The  analogy  turns 
on  this  point:  Computer  users  are 
free  of  central  authority  at  last,  able 
to  pick  their  tools  and  manipulate 
their  own  data.  Yes,  they  may  get 
data  from  a  management  informa- 
tion systems  department,  but  they 
can  do  what  they  like  with  them. 

"So  what  do  you  use  to  do  your 
accounting,  your  manufacturing?" 
asked  mainframe  veteran  John 
Landry.  Landry  was  formerly  a  top 
executive  at  Cullinet,  the  once- 
powerful  vendor  of  software  for  ibm 
mainframes  that  has  since  been  ab- 
sorbed by  Computer  Associates. 
Landry  is  now  building  a  tool,  and  a 
company  called  Agility  Systems,  to 
connect  mainframes,  pes  and  data- 
bases— and  people — through  elec- 
tronic mail. 

"Heck,  I  don't  know,"  drawled 
Maples,  exaggerating  a  bit  for  effect. 
"Do  you  know  what  kind  of  turbine 
generates  your  electricity?  They're 
a  service.  They  don't  control  us  any- 
more." 

But  no  freedom  is  absolute.  "You 
can't  just  let  your  users  go  running 
around  without  controls,  without 
standards,"  protested  third  panel 
member  Harry  Reinstein,  an  ex- 
iBMer  who  founded  Aion  Corp.  to 
build  software  development  tools 
that  run  on  both  pes  and  main- 
frames. "They'll  corrupt  the  data; 
they'll  generate  errors.  If  everyone's 
going  to  produce  his  own  forecast 
based  on  last  month's  sales,  they 
should   at   least  have  a   common 


Esther  Dyson  is  editor  and  publisher  of  the 
newsletter  Release  1.0. 


E^^^^M^S  ^1         ^*^Ki 

!:=^H^  ^  ll^k== 

number  for  last  month's  sales." 

Let's  take  the  analogy  a  little  fur- 
ther. If  you  read  the  news  carefully, 
you'll  see  that  the  initial  euphoria 
in  Central  Europe  is  gone.  The  tran- 
sition from  central  control  to  a  free 
market  isn't  easy.  Same  thing  here: 
The  old  order  is  dead,  but  birth  of 
the  new  order  is  painful. 

What's  the  problem?  For  starters, 
you  can't  have  a  really  free  market 
without  a  hard  currency — a  com- 
mon medium  of  exchange  that  ev- 
eryone can  rely  on,  some  way  to 
convert  apples  into  the  right  num- 
ber of  oranges. 

Data  processing,  too,  needs  a  hard 
currency  to  function  in  a  liberated 
environment.  That  medium  of  ex- 
change is  interoperability,  meaning: 
rules  enabling  a  network  of  comput- 
ers to  talk  to  one  another,  formats 
for  the  transfer  of  data  among  the 
computers  and  a  common  language 
for  certain  basic  commands.  Until 
you  have  those,  you  can't  give  up 
central  control  without  creating 
chaos,  black  markets,  corruption, 
inefficiencies,  misallocation. 

In  data  processing  a  medium  of 
exchange  will  allow  an  Excel 
spreadsheet  user  to  trade  data  with  a 
1-2-3  user  or  a  mainframe;  it  will  let 
a  Sun  user  compare  schedules  with 
a  Macintosh  user;  it  will  let  an 
iBMcr  send  mail  to  a  Unix  hacker  (if 
they  have  anything  to  communi- 
cate about).  There  are  a  lot  of  moves 
in  this  direction,  among  then; 
Structured  Query  Language,  a  kind 
of  lingua  franca  for  drawing  infor- 


mation from  a  database;  Microsoft's 
Dynamic  Data  Exchange,  for  vari- 
ous kinds  of  data  transfer;  and  cer- 
tain standards  for  networking.  But 
there  are  too  many  of  the  data  cur- 
rencies, just  as  there  are  too  many 
different  forints  and  crowns  and  zlo- 
tys  and  rubles,  and  they're  not  all 
freely  convertible. 

This  is  the  perennial  battle  be- 
tween centrally  controlled  data  pro- 
cessing, where  everything  revolves 
around  the  mainframe,  and  personal 
computing,  where  the  users  take 
control.  But  in  fact  it's  more  than  a 
technology  argument,  or  even  an 
economic  one.  As  personal  comput- 
ing evolves,  we  will  have  to  deal  not 
just  with  file  formats  and  network- 
ing protocols  but  with  business  is- 
sues, like  accounting  standards  and 
bonus  and  interest  calculations. 

Even  in  a  free  market,  you  need 
rules.  Likewise,  as  data  processing 
moves  from  back  rooms  onto  busi- 
ness people's  desks  and  computers 
become  easier  to  use,  the  issue  is 
not  just  control  of  technology  stan- 
dards but  the  definition  of  business 
procedures  and  policies,  reporting 
standards  and  business  practices. 
How,  for  example,  do  you  deter- 
mine which  executives  are  permit- 
ted to  read  (or  alter)  which  files? 
Computers  now  assign  credit  rat- 
ings, generate  customer  letters, 
monitor  insurance  payouts,  calcu- 
late quotas  and  the  like.  So  who  gets 
to  program  those  computers?  Who 
sets  the  policies  they  carry  out? 

In  Central  Europe  and  in  data  pro- 
cessing, the  advent  of  freedom  car- 
ries big  challenges.  A  free  market 
and  a  free  society  can't  be  imposed 
by  legislation;  they  must  be  built 
from  the  groimd  up  on  a  consistent 
foundation.  Meanwhile,  don't  dis- 
band those  standards  committees 
and  MIS  departments;  just  teach 
their  members  how  to  use  pes.  ■ 
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In  today's  financial  markets,  what 
/ou  don't  know  can  hurt  you. 

Which  is  why  you  should  know 
about  Dialog r  the  world's  most  com- 
prehensive online  information  service. 

With  news,  numbers  and  analysis 
from  sources  like  Dun  &  Bradstreet,' 
Standard  &  Poor's"  and  Knight- Ridder 
MoneyCenter,"  Dialog  cuts  through 
the  clutter  to  give  you  just  the  facts 
you  need.  Anytime  you  need  them. 

And  now  we  want  to  give  you 
something  else. 


It's  our  Financial  Information  Kit  with 
a  free  demonstration  password— avail- 
able if  you  call  800-334-2564  now. 

Or  for  more  information,  simply  com- 
plete and  return  this  coupon  to:  Dialog 
Marketing  Department,  3460  Hillview 
Avenue,  Palo  Alto,  Calif.  94304. 

Then  start  making  some  history  of 
your  own. 


I    YES!  I  want  to  leam  how  to  make  niy  own 
financial  history  using  Diai.oc;: 

I    Name 


Company- 
Title 


Address- 

Citv 


DlflLOG 

Bringing  you  the  world's  knowledge. 


INFORMATION  SERVICES,  INC 
A  Knight-Ridder  Company  IS6 


State. 


.Zip. 


L 


Phone. 


.ExL. 


t.  1990  Dialog  Information  Services,  Inc.  DIALOG  is  a  servicemark  of  Dialog  Information  Services.  Inc.,  Registered  U.S.  Patent  and  Trademark  office.  Dun  &  Bradstreet,  Standard  &  Poor's,  and  Knight  Ridder  Money 
Center  are  registered  trademarks  of  their  respective  holders. 
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Science  &  Technology 


By  James  R.  Norman 


Edited  bv  Gary  Slutsker 


With  budget  cuts  looming,  government  de- 
fense labs  are  trying  to  commercialize  their 
work.  It  wont  be  eas}i  Witness  Oleg  Sher- 
by's  work  in  high-performance  steels. 

Swords  into 
plowshares 


Statiford's  Professor  Oleg  Sberhy  with  a  Damascus  steel  sword 
The  bladcsmith's  art  is  rediscovered  after  millennia. 


STANFORD  METALLURGY  ProfeS- 
sor  Oleg  Sherby  came  upon  a 
remarkable  discovery  one  day 
while  he  was  developing  new  high- 
performance  steel  for  the  govern- 
ment. He  discovered  that  he  could 
make  a  normally  brittle  high-carbon 
steel  casting  behave  like  taffy  at  about 
half  the  metal's  normal  melting 
point.  When  cooled,  it  had  the  added 
strength  of  forged  steel.  With  this  "su- 
perplastic"  steel,  he  reckoned,  it 
might  be  possible  to  mold  even  very 
complex  gears  and  other  high-stress 
parts  in  a  single  step  and  eliminate 
the  expensive  machining  and  joining 
commonly  needed  with  very  hard 
forged  steel.  That  could  save  U.S.  in- 
dustry billions  of  dollars  a  year. 

That  discovery  by  Sherby  took 
place  16  years  ago.  Today,  having 
knocked  on  hundreds  of  doors  and 
published  scores  of  papers  in  a  frus- 
trating effort  to  get  his  invention  ac- 
cepted, Sherby  is  65  and  semiretired. 
His  story  illustrates  the  difficulties  of 
taking  technology  from  the  research 
lab  and  transferring  it  to  commercial 
markets.  With  defense  cuts  looming, 
government  research  laboratories  are 
struggling  to  stay  active  by  diversify- 
ing into  industrial  research.  It  won't 
be  an  easy  task. 

Sherby's  invention  recently  got  a 
big  boost  from  the  Department  of  En- 
ergy, which  has  funded  steel  plastici- 
ty research  at  the  Lawrence  Liver- 
more  National  Laboratory,  a  partici- 
pant in  Star  Wars  research. 
Livermore  likes  Sherby's  superplastic 
steel  and  has  fashioned  a  consortium 
of  three  industrial  partners  to  try  to 
commercialize  the  idea.  Cargill  Inc.'s 
North  Star  Steel,  forging  maker  La- 
dish  Co.  and  Caterpillar  Inc.  have 
formed  an  unusual,  vertically  inte- 
grated partnership  of  basic  material 
supplier,  partsmaker  and  end  user 
aimed  at  leaping  the  gap  between  lab 
bench  and  commercial  production  in 
a  single  jump. 

With  a  number  of  foreign  steel  com- 
panies hot  on  the  trail,  it's  about  time 
attention  was  paid  to  this  technology, 
declares  Sherby,  the  Shanghai-bom 
son  of  Russian  refugees.  "My  hope  is 
we'll  not  walk,"  he  says.  "We've  got 
to  run." 

Over  the  years,  Sherby  promoted 
his  idea,  but  there  were  no  takers. 
Manufacturers  were  unwilling  to 
gamble  on  a  new  material  that  wasn't 
being  mass-produced,  and  steel  com- 
panies were  afraid  to  produce  an  alloy 
with  no  established  market.  Laments 
Sherby,  "It  was  a  chicken  or  egg  prob- 
lem, and  a  lot  of  Not-Invented-Here 
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Technology 


syndrome." 

Then,  in  1987,  a  longtime  friend  of 
Sherby's  at  Livermore,  Alfred  Gold- 
berg, happened  across  a  Department 
of  Energy  notice  offering  to  fund  gov- 
ernment labs  that  could  help  the  be- 
leaguered steel  industry.  That  was 
music  to  the  ears  of  metals  researcher 
Goldberg,  whose  own  superplastic 
metals  project  was  winding  down. 
Sherby  had  scrounged  around  to  get 
the  Army  to  keep  funding  his  work  at 
Stanford,  but  by  1987  he  was  planning 
to  retire  to  take  care  of  his  ailing  wife, 
Juanita.  Now  widowed,  he  is 
back  working  part  time  as  a  con- 
sultant to  Livermore. 

The  Energy  grant  hinged  on 
getting  private  industry  to  foot 
30%  of  the  $5  million  projected 
cost  of  the  program.  The  govern- 
ment would  get  25%  of  any  net 
profits  until  it  got  back  up  to 
150%  of  its  funding.  The  carrot 
for  the  private  partners  was  that 
private  companies  would  get  pro- 
prietary ownership  of  govern- 
ment-laboratory research.  The 
partners  get  royalty-free  licenses 
to  any  new  technology  as  long  as 
it  is  freely  licensed  (at  a  profit)  to 
other  U.S.  steel  companies,  doe 
has  also  agreed  to  keep  secret  any 
commercially  useful  findings,  as 
it  has  done  with  its  partnerships 
in  superconductor  research.  Oth- 
erwise the  data  could  be  retrieved 
under  the  Freedom  of  Informa- 
tion Act.  Previously,  such  re- 
search was  either  held  in  superse- 
crecy  or  made  available  to  the 
public  on  an  equal  basis,  so  no 
one  competitor  could  get  a  leg  up. 

Livermore,  besides  doing  the 
search    work,    could    earn 


steel — that  is,  iron  mixed  with  more 
than  1%  carbon — is  very  hard,  but  it 
can  also  be  brittle.  Heat-treating  and 
forging  steel  can  add  strength  by  alter- 
ing its  grain  structure.  But  there  is 
always  some  trade-off  of  hardness 
against  toughness. 

Gardeji-variety  high-carbon  steel 
won't  easily  stretch  to  even  half-again 
its  length.  But  Sherby  and  his  col- 
leagues came  up  with  a  way  to  make 
this  alloy  behave  like  molasses  and 
stretch  to  ten  times  its  original 
length.  By  rolling  and  forging  this  in- 
expensive steel  at  intermediate  tem- 
peratures of  about  800  degrees  centi- 
grade, they  were  able  to  break  grains 
of  iron  and  carbide  down  from  200 
microns  in  diameter,  roughly  the 
width  of  a  human  hair,  to  just  1  or  2 


\l.tii  IfM-iison 


Superplastic  titatUuni  at  Murdock  Iiic 
Aerospace  parts  the  clever  way. 


re- 
royalties 

through  a  holding  company  run  by  its 
overseer,  the  University  of  California 
at  Berkeley.  Sherby  and  Stanford 
jointly  hold  four  patents  on  the  com- 
position and  processing  and  are  nego- 
tiating to  license  their  patents  to  the 
consortium. 

The  patents  deal  mainly  with  the 
unusual  microscopic  grain  structure 
of  Sherby's  steel  and  how  to  achieve 
it.  The  fine-grain  structure  of  steel 
determines  its  strengths  and  plastici- 
ty: its  hardness,  or  resistance  to  wear; 
and  its  toughness,  or  resistance  to  be- 
ing bent  or  broken. 

The  central  dilemma  of  metallurgy 
is  how  to  get  a  metal  that  is  very  hard, 
yet     still     tough.     Ultrahigh-carbon 


microns.  That  allowed  the  steel  to 
flow  like  plastic  or  glass  when  heated, 
without  actually  melting.  The  trick  is 
not  to  reheat  it  too  much,  which 
causes  the  carbide  grains  to  reform. 

In  the  process,  Sherby  and  a  metal- 
lurgist colleague,  Jeffrey  Wadsworth, 
stumbled  onto  the  long-lost  recipe  for 
the  legendary  Damascus  steel  used  in 
the  swords  of  ancient  warriors  like 
Alexander  the  Great.  Steelmakers 
have  long  been  mystified  over  how 
primitive  forgers  made  this  ultra- 
high-carbon  steel  so  tough  and  able  to 
hold  an  edge  so  well — not  to  mention 
the  damask  pattern  on  its  surface. 

The  ramifications  of  Sherby's  dis- 
covery were  immense.  It  meant  com- 
plex gears  and  other  hard-steel  parts 
that    require    extensive    machining 


might  now  be  molded  in  a  single  step. 
That's  no  small  matter  when  you  con- 
sider the  hundreds  of  thousands  of 
workers  engaged  in  various  machin- 
ing and  joining  operations.  That  ap- 
pealed to  General  Motors  Corp., 
which  tested  the  steel  off  and  on  over 
a  period  of  seven  years  in  the  1980s. 
However,  gm  wanted  to  see  the  metal 
commercially  available  before  com- 
mitting to  design  the  more  complex 
parts  that  would  make  the  hot  form- 
ing process  economical. 

Likewise,  several  steel  companies, 
including  Bethlehem,  I&.L  and  Repub- 
lic, were  looking  into  Sherby's  steel 
before  the  industry  went  into  a  tail- 
spin  in  1982.  That  led  to  deep  cuts  in 
R&D  spending.  Even  the  Army,  which 
had  funded  much  of  Sherby's  re- 
search, turned  up  its  nose  when 
Cargill's  North  Star  operation,  in 
the  mid-1980s,  offered  to  make  a 
sample  batch  of  120  tons. 

Now,  of  course.  North  Star  is 
one  of  Sherby's  collaborators. 
"What  excites  me  about  this  con- 
sortium is  its  vertical  integra- 
tion," says  Gordon  Geiger,  North 
Star  executive  vice  president  for 
technology.  The  trick  is  not  just 
to  remake  existing  parts  with  the 
new  metal,  but  to  rethink  entire 
manufacturing  processes.  To  be 
commercial,  whole  assemblies 
need  to  be  redesigned  into  one- 
piece  parts  to  save  labor  and  ma- 
chining costs. 

Ironically,  the  concept  of  hot 
superplastic  metal-forming  has 
forged  ahead  rapidly  in  other 
kinds  of  hard,  fine-grain  metals 
like  nickel  and  titanium — mainly 
for  aerospace  parts.  Superplastic 
forming  is  widely  used  now  with 
aluminum  and  zinc  compounds 
as  well.  Even  low-carbon  stain- 
less steel  is  being  processed  with 
—  superplastic  technology  by  a  Brit- 
ish subsidiary  of  Canada's  Inco  Ltd. 
for  making  complex  aircraft  parts 
without  machining  or  welding.  The 
new  superplastic  metals  aren't  going 
only  into  aircraft.  Japan's  Nippon  Ya- 
kin,  in  partnership  with  Compton, 
Calif. -based  aerospace  partsmaker 
Murdock  Inc.,  is  developing  super- 
plastic stainless  steel  for  high-status 
Japanese  residential  ornaments.  Now 
Japan's  Kawasaki  Steel  is  researching 
superplasticity  and  has  produced  steel 
sheet  in  the  lab  that  has  similar  prop- 
erties to  Sherby's  steel. 

Sherby  may  never  get  rich  off  the 
lost  secrets  of  the  Damascus  black- 
smiths. But  his  invention  stands  a 
good  chance  of  substantially  improv- 
ing the  way  American  firms  manufac- 
ture steel  parts.   ■ 
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Introducing  the  laser  printer 
to  buy  if  price  is  the  first  thing 

you  look  at, 


or  the  last. 


"Dealer  prices  will  vary. 


Any  way  you 
look  at  it,  the  new 
IBM  LaserPrinter  E 
gives  you  more  for 
your  money  than  any 
other  laser  printer  in 
its  price  range. 

For  the  same  price  as  the  HP 
LaserJet  IIP.  the  IBM  LaserPrinter  E 
gives  you  all  the  advantages  of  laser 
quality  output  25%  faster,  with  four 
times  the  paper  capacity,  and  twice 
the  number  of  font  slots. 

Plus  the  IBM  LaserPrinter  E  is 
unique  in  its  price  range  because  it 
lets  you  customize  your  printer  s 


The  New  IBM 
LaserPrinter  E 

HP  LaserJet  IIP 

Speed 

/    uptoSppm 

up  to  4  ppm 

Speed  upgrade  option 

/   uptolOppm 

No 

Adobe  PostScript  option 

Yes 

Yes 

Printer  emulation 

/    IBM.HPPCL 

HPPCL 

Std.  plotter  emulation 

/           Yes 

No 

Font  card  slots 

/             2 

1 

Std.  input  paper  tray  capacity 

/           200 

50 

Std.  output  paper  tray  capacity 

/           100 

50 

Opt.  sec.  input  paper  tray  capacity 

/           500 

250 

Opt.  envelope  tray  capacity 

/            75 

20 

List  price* 

/        $1495 

$1495 

speed  and  features  to  meet  your 
exact  needs.  And  that  makes  it  the 
only  affordable  laser  printer  that  lets 
you  buy  now  and  grow  later. 

For  example,  if  you  decide  you 
want  faster  printing,  you  can  double 
the  LaserFVinter  E  s  speed.  Or  if  your 
software  requires  Adobe  PostScript® 
language,  it  can  give  you  that 


creative  flexibility,  too. 
So  whether  your 
first  requirement  is 
price,  performance  or 
flexibility,  the  new 
IBM  LaserlVinter  E 
should  be  at  the  top 
of  your  shopping  list.  See  it  today  by 
calling  1  800  lBM-2468,  ext.  082, 
for  the  name  of  your  nearest  IBM 
Authorized  Dealer. 
The  new  IBM  LaserPrinter  E. 
Suddenly,  nothing  else  measures  up. 


IBM  IS  a  registered  trademark  ot  International  Business  t^achines  Corporation  HP  LaserJet  DP  is  a  product  of  Hewlett  Packard  Corporation  Adobe  PostScript  is  a  registered  trademark  of  Adobe  Systems  Inc  ©1690  IBM  Corp. 


Insights 


Commentary  by  Michael  Gianturco 


THE  RALLY'S  FOR  REAL 


Recently  there  has  been  a  surge  in  a 
broad  range  of  science  and  technol- 
ogy stocks.  Now  investors  are  hear- 
ing two  extremes  of  opinion:  Either 
1)  buy  in  quick — it's  a  runaway  ral- 
ly; or  2)  sell  out  quick  and  go 
home — it's  a  bubble. 

Extreme  views  of  the  market  are 
rarely  correct.  To  find  out  where  we 
really  are,  it  sometimes  helps  to 
look  over  a  few  numbers. 

The  table  shows  the  20  fastest- 
climbmg  science  and  technology 
stocks  of  the  past  six  weeks  of  the 
current  rally.  The  stocks  are  ranked 
according  to  their  relative  strength. 
The  data  were  downloaded  with  a 
personal  computer  from  the  data- 
base of  Telescan  in  Houston. 

Relative  strength  is  a  value  that 
can  be  defined  in  several  ways  (rela- 
tive to  the  broad  market,  relative  to 
the  group,  etc.).  The  term  is  used 
here  in  its  simplest  sense — as 
strength  relative  to  the  stock's  own 
past  price.  The  number  is  calculated 
by  dividing  the  current  price  of  the 
stock  by  its  price  six  weeks  ago.  The 
result  is  expressed  as  a  percentage. 
For  example,  Fibronics  Internation- 
al, which  tops  the  ranking  with  a 
relative  strength  of  171,  has  a  cur- 
rent price  that  is  171%  of  its  price 
just  six  week  ago.  A  doubling  in 
price  would  produce  a  relative 
strength  number  of  200% . 

The  first  thing  the  table  tells  us: 
The  rally  is  technologically  diverse. 
That  is,  all  kinds  of  technology 
companies  are  participating. 

In  studies  of  this  type  conducted 
over  the  past  year  or  so  we  have 
often  seen  some  single  group  grow 
"hot"  and  then  cool  off,  only  to  be 
supplanted  by  another.  The  winter 
rally  in  semiconductors,  for  exam- 
ple, went  forward  to  the  exclusion 
of  most  other  technology  stocks.  It 
gave  way  to  focused  strength  in  soft- 
ware stocks. 

But  this  rally  is  different.  The  ta- 
ble shows  a  broad  mix  of  groups, 
including  data  communications  and 


Michael  Gianturco  is  president  of  The 
Princeton  Portfolios,  a  New  fersey  asset 
management  firm,  and  edits  The  Top  Ten, 
its  weekly  computerized  newsletter  on 
investments  in  science  and  technology'. 


networking  (Fibronics,  3Com);  tele- 
communications (dsc,  eci  Tele- 
com); medical  technology  (Bio  Me- 
dicus,  Scimcd);  environmental  sci- 
ences (International  Technology, 
Emcon);  integrated  chemicals 
(Georgia  Gulf);  semiconductors  (Sil- 
icon Valley  Group,  Exar,  Standard 
Microsystems). 

In  short,  the  table  docs  not  sug- 
gest a  pattern  of  specialized  leader- 
ship arising  from  isolated  successes 
in  niche  markets.  Instead,  the  sci- 
ence and  technology  stocks  appear 
basically  strong  across  the  board. 

There  are  a  couple  of  interesting 
asides.  The  first  is  in  the  semicon- 


The  rally*! 

5  leaders 

Company 

Relative 
strength 

Relative 
P/E 

Fibronics  Intl 

171% 

47.0% 

Silicon  Valley 

168 

17.0 

ECI  Telecom,  Israel 

167 

59.0 

BGS  Systems  Inc 

164 

2.7 

Bio  Medicus 

150 

14.0 

DST  Systems 

146 

73.0 

Exar  Corp 

143 

11.0 

Intl  Tech 

142 

8,9 

Georgia  Gulf 

140 

33.0 

Emcon  Assoc 

137 

82.0 

XL  Datacomp 

135 

13.0 

3Com 

134 

17.0 

Symbol  Techs 

133 

8.8 

Vishay  Intertech 

133 

25.0 

Standard  Microsys 

132 

0.5 

Tandon 

131 

3.5 

Quantum  Corp 

130 

27.0 

DSC  Comms 

129 

2.8 

Scimed  Life  Sys 

127 

6.4 

Pansophic  Sys 

125 

7.9 

1 

ductor  area.  Some  stocks  on  our  list 
of  leaders  are  companies  in  the 
semiconductor  equipment  and  sup- 
ply field.  Such  stocks  tend  to  be 
early  performers — they  foreshadow 
strength  in  the  semiconductor  man- 
ufacturing industry  as  a  whole. 
Their  appearance  on  this  list  no 
doubt  reflects  the  recent  upturn  in 
the  industry's  closely  watched 
book-to-bill  ratio.  This  is  a  bullish 
signal  for  the  entire  computer  tech- 
nology group. 

Second,  note  that  one  of  the 
strongest  software  stocks  in  the  top 
ten,  DST  Systems,  specifically  sells 
software  for  the  management  of 
mutual  funds — a  rather  positive 
commentary  on  the  general  tone  of 
the  market. 

But  did  the  rally  come  too  far  too 
fast?  Evidently  not.  See  the  column 
in  the  table  labeled  "Relative  p/e." 

What  this  shows  is  the  current  p/e 
as  a  position  in  the  total  range  of 
historical  p/e  values  for  the  given 
stock.  A  relative-p/E  number  can 
fall  anywhere  between  1  and  100.  A 
relative  p/e  of  I  means  that  the 
stock's  price/earnings  ratio  is  right 
at  the  historic  low.  A  relative  p/e  of 
100  says  the  stock's  p/e  is  on  top  of 
its  historic  high. 

In  short,  the  relative  p/e  gives  us 
an  idea  of  how  far  the  stock  has 
come — and  how  far  it  might  have  yet 
to  go.  For  Fibronics  International, 
with  its  relative  p/e  of  47,  a  trader 
might  note  that  so  far,  this  stock's 
p/e  has  come  up  only  halfway  to  its 
historic  high,  bgs  Systems,  with  a 
relative  p/e  of  2.7,  has  barely  lifted 
off  the  peg  of  its  historic  low. 

The  median  value  for  a  large  set  of 
top-performing  science  and  technol- 
ogy stocks  is  just  21.  This  suggests 
that  to  this  point,  the  rally  has  used 
up  only  21%  of  its  reasonable 
"travel"  and  has  a  very  comfortable 
79%  yet  to  go.  I'm  not  talking  about 
just  the  stocks  listed  in  this  table 
but  the  whole  range  of  technology 
and  pharmaceutical  stocks,  from 
IBM  on  down. 

No  numbers  can  exactly  specify 
what  the  market  will  do.  But  the 
intuitive  feel  is  clearly  bullish  for 
technology  stocks.  To  me,  the  rally 
looks  real  and  likely  to  continue.  ■ 
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UNTANGUNG 

YOUR  ENERGY 

MANAGEMENT 

PROBLEMS 

BEFORE  THEY 

TIE  UP 

YOUR  FACIUTY. 


Johnson  Controls  Facility 
Management  System  fore- 
casts cooling  requirements 
based  on  predicted  weather 
conditions  for  the  next  day 
to  optimize  the  totally  elec- 
tric HVAC  system  at  The 
Crescent,  in  Dallas. 


When  you  hear  complaints  about 
connfort,  see  your  utility  bills  go 
up,  or  your  building's  equipment 
go  down,  you  know  you  have  an 
energy  management  problem. 

If  your  facility  is  more  than  10 
years  old,  you  may  have  less  ob- 
vious problems.  Aging  equipment, 
outmoded  technology  and  chang- 
ing building  usage  may  be  the 
culprits. 

Johnson  Controls  brings  over  100 
years  of  experience  in  recogniz- 
ing and  solving  these  money- 
wasting  problems.  We're  sensitive 
to  the  unique  energy  manage- 
ment requirements  of  your  facility, 
whether  it's  a  hospital,  retail  store, 
warehouse,  school,  or  office  build- 
ing of  any  size. 

We  can  design  and  implement 
solutions  that  provide  greater 
cost-effectiveness  with  no  com- 
promise in  occupant  comfort.  And 


you'll  take  comfort  in  the  prompt 
payback  of  your  investment  and 
our  flexible  financing  packages. 

Don't  wait  for  an  energy  man- 
agement crisis  before  you  call 
Johnson  Controls.  Call  now  at 
1-800-972-8040  and  avoid  one.  In 
Wisconsin,  call  1-800-472-6533. 
Or  write,  Johnson  Controls, 
Systems  and  Service  Division, 
C19,  Milwaukee,  Wl  53201-0423. 
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Personal  Affairs 


By  Edward  H.  Baker 


Edited  by  William  G.  Flanagan 


Are  wooden  yachts  dead?  Not  as  long  as 
there  are  trees  to  hull  them,  hands  to  craft 
them  and  moneys  to  pay  for  them. 

And  all  the 
boards  did  shrink 
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Signe's  rear  cockpit,  with  gold-plated  binnacle 
She  glories  in  wood. 


AT  HIGH  TIDE  on  June  18,  Arthur 
Wellman's  wife  Mary  broke  a 
b  bottle  of  champagne  on  the 
bow  of  Signe,  their  brand-new,  100- 
foot  wooden  sailboat.  The  ketch,  four 
years  in  the  making,  had  just  been 
completed  by  aptly  named  Renais- 
sance Yachts,  of  Thomaston,  Me.  As 
Sigfje  slid  smoothly  down  the  ways 
into  the  waters  of  Casco  Bay,  Me., 
Wellman  turned  to  his  wife  and  said: 
"We  have  given  birth  to  a  baby — a 
magnificent  baby." 

For  sailors  like  Wellman,  only  a 
wooden  boat,  new  or  used,  will  do. 
Neither  fiberglass  nor  aluminum  can 
match  the  feel,  the  history  or  the  in- 
disputable beauty  of  wood. 

While  the  making  of  wooden  yachts 
almost  ceased  when  fiberglass  made 
its  big  splash  in  the  late  1950s  and 
early  1960s,  many  wooden-hulled 
sailing  vessels  are  still  stubbornly 
afloat.  Some  yachts  that  were  built 
before  the  turn  of  the  century  still  sail 
regularly.  And  there  remains  a  hand- 
ful of  yards  in  New  England  and  the 
Pacific  Northwest  where  you  can 
commission  a  customized  luxury 
wooden  yacht. 

The  cost?  Wellman,  the  66-year-old 
former  chairman  of  Wellman,  Inc.,  a 
plastics  recycling  company  he  found- 
ed, spent  well  over  $4  million  on 
Signe.  A  tidy  sum,  but  hardly  more 
than,  say,  a  similar-size  Swan  with  a 
conventional  fiberglass  hull.  Nautor, 
which  makes  the  highly  prized  Swan 
yachts  in  Finland,  will  charge  you 
about  $4  million  for  an  86-footer  with 
a  fiberglass  hull.  Then  add  another 
25%  to  30%  for  a  fully  customized 
interior  and  state-of-the-art  sails  and 
electronics. 

Signe  is  truly  something  special, 
running  114  feet  from  stem  to  bow- 
sprit. She  draws  22  feet  with  the  cen- 
terboard  down  and  carries  an  enor- 
mous 5,000  square  feet  of  sail- 
enough  to  cover  more  than  two  tennis 
courts.  She  has  three  luxurious  state- 
rooms plus  additional  quarters  for  a 
crew  of  six.  And  she  glories  in  wood. 
Her  hull  is  laminated  cedar  and  ma- 
hogany. Exotic  woods  such  as  Hawai- 
ian koa,  burled  olive  and  bleached 
bird's-eye  maple  are  used  throughout. 
And,  as  an  added  touch,  the  mahoga- 
ny transom  was  carved  by  a  master 
violin  maker. 

She  also  incorporates  the  latest  in 
wood  technology.  Her  hull  was  cold- 
molded,  a  high-tech  process  that  com- 
bines the  virtues  of  wood  with  the 
durability  of  modem  epoxy  resins. 
This  helps  bring  the  cost  of  maintain- 
ing a  wooden  hull  into  line  with  the 
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7?)e  55-foot  Neitb  u/ider  sail  in  Narragansett  Bay  off  Neuport,  R.I. 
Applatise  at  the  sight  of  her. 


low-maintenance  attributes  of  fiber- 
glass and  aluminum. 

Thomaston,  Me.'s  Renaissance 
Yachts  is  currently  the  top-of-the-line 
builder  of  cold-molded  wooden  yachts 
worldwide.  Its  owner,  55-year-old 
Phil  Long,  has  owned  boats  since  he 
was  in  his  early  20s.  An  early  large 
cold-molded  yacht,  a  92-foot  ketch 
named  Wfjitefin,  was  built  in  a  tempo- 
rary shed  erected  over  an  unused  ten- 
nis court,  and  was  launched  in  1978. 
Altogether  Long  has  built  five  such 
yachts,  all  but  one  of  them  over  90 
feet,  and  all  of  them  designed  by  the 
well-known  Bruce  King. 

Currently  under  construction  is  a 
91 -foot  sloop  being  built  for  Jan  Sten- 
beck  of  Stockholm  and  New  York 
City.  His  boat  will  cost  an  estimated 
$3  million. 

For  sailors  whose  budgets  are  slim- 
mer, there  are  always  used  boats,  of 
course.  While  the  cost  and  trouble  of 
maintaining  wooden  hulls  are  legend- 
ary, many  magnificent  old  yachts  can 
be  purchased  for  only  a  fraction  of 
what  a  new  boat  runs.  And  many  old 
craft  have  fascinating  histories  and 
provenances. 

Take  Blitzen,  a  56-foot  sloop  recent- 
ly bought  by  Chip  Orcutt,  29,  a  Bos- 
ton real  estate  consultant.  She  was 


designed  by  Sparkman  &.  Stephens, 
the  famous  New  York  naval  architec- 
tural firm  that  designed  all  of  the 
America's  Cup  defenders  from  the 
1930s  right  up  until  the  1980s. 

Blitzen  was  built  52  years  ago  at  the 
highly  regarded  Nevins  boatyard  in 
City  Island,  N.Y.  for  R.J.  Reynolds, 
the  tobacco  magnate.  He  raced  her 
successfully   in    many   major   ocean 
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llic  5( >-f(jot sloop  Blti^Lii 
Original  owner:  R.J.  Reynolds. 


races,  including  the  Miami-Nassau, 
the  Havana-Key  West  and  the  Trans- 
pac  (San  Francisco-Hawaii)  competi- 
tions in  1939.  After  Reynolds  sold  her 
in  1940,  she  continued  racing  success- 
fully right  up  to  the  1960s. 

But  don't  think  that  Blitzen  is  one  of 
those  stripped-out  racing  machines; 
instead,  think  of  the  men's  bar  at  the 
Century  Club  and  you'll  get  a  good 
idea  of  what  she  looks  like  below. 
Says  Ed  Koskella,  who  owns  Nan- 
tucket Yachts,  a  brokerage  on  the  is- 
land of  Nantucket,  "Blitzen's  history 
adds  a  significant  amount  to  its  val- 
ue." Yet  her  recent  purchase  price  was 
$160,000.  Even  with  maintenance 
and  upkeep  bills,  which  owner  Orcutt 
estimates  at  between  $20,000  and 
$30,000  a  year,  boats  like  Blitzen  are 
relative  bargains. 

An  equally  striking  example  is 
Neitb,  a  53-footer  designed  and  built  by 
Nathaniel  Herreshoff  in  1907.  The 
sloop  is  currently  owned  by  Jack 
Brown,  an  independent  oil  producer 
from  Midland,  Tex.  Brown  bought  the 
classic  in  1983  for  $60,000  at  the  sug- 
gestion of  his  son  Van,  who  then  over- 
saw the  boat's  restoration,  which  in- 
cluded all-new  sails  and  interior.  All 
work  was  done  to  the  original  1907 
specifications — and      cost      another 
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While  the  new  164 
high  performance  luxury 
sedan  is  built  very  differ- 
ently than  past  Alfas,  its 
reason  for  being  remains 
the  same.  To  perform.  In 
every  sense  of  the  word. 

Like  all  Alfas,  its 


truly  great  studios.  So 
styling,  ergonomics 
and  aerodynamics  are 
world  class. 

This  is,  unmistakably, 
a  car  built  to  compete 
with  the  best  in  the  world. 
To  that  end,  the  new  164  is 


An  automobile  should  be  faithful  to  its 
owner,  as  well  as  its  tradition. 


engine  is  a  masterpiece. 
A  deceptively  simple  V-6 
machine  capable  of 
generating  140-mile-an- 
hour+  test  track  speeds. 
It  is  styled,  like  many 
Alfa  Romeos,  by  Pininfar- 
ina,  one  of  the  world's 


built  from  the  ground  up 
in  a  state-of-the-art  facility 
that  combines  the  best  of 
robotics,  off-line  assembly 
handwork  and  exhaustive 
inspection.  And  it  is  cov- 
ered by  an  Alfa  Romeo 


Assurance  Program  in 
keeping  with  the  exactir 
quality  of  the  car.  With 
coverage  so  complete  it 
pays  for  virtually  every- 
thing from  light  bulbs  to 
oil  changes.* 

The  new  Alfa  Rome 
164.  Precisely  designed 
be  a  high  performance 
luxury  sedan.  And  cov- 
ered to  make  damn  sure" 
will  be. 

For  more  informatio 
call:  1-800-245-ALFA. 


Alfa  Romeo. 

The  legendary  marque 

of  high  performance. 
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s,1990  Alfa  Romeo  Distributors  of  North  America. 

'3  years  or  36,(XK)  miles.  See  dealer  for  full  detailsanda  copy  of  this  limited  warranty. 


n: 


01  ■ 


Blitzen  off  Cape  Meddick  lighthouse  north  ofi'ork  Harbor.  Me 

Winner  of  several  ocean  races,  incltiding  the  Miami-Nassau  and  the  Transpac. 


Phtrtographs  hv  Michael  Carru! 


Itiside  Blitzen 's  refurbished  galley 

As  comfortable  as  the  men's  bar  at  the  Century  Club. 


$450,000.  Yet  the  boat  is  now  com- 
pletely up  to  date,  including  state-of- 
the-art  electronics  cleverly  hidden  be- 
hind the  beveled-mirror  doors  of  the 
liquor  cabinet.  Brown  still  gets  a  kick 
out  of  the  reaction  to  Neith  when  he 
sails  her  into  unfamiliar  ports;  more 
than  once  old  harbor  hands  have  bro- 
ken into  applause  at  the  sight  of  her. 
Since  completing  the  refurbishing, 
Brown  has  had  offers  of  up  to 
$750,000  for  the  boat.  Her  annual 
maintenance  bill  runs  about  $25,000 
to  $30,000. 


Consider,  on  a  somewhat  smaller 
scale,  the  Concordia  39,  a  class  of 
yawls  first  built  in  1938  by  the  Con- 
cordia Co.  in  South  Dartmouth,  Mass. 
Between  1938  and  1966,  about  103 
were  built,  the  last  99  by  the  Abeking 
&.  Rasmussen  yard  in  Lemwerder, 
West  Germany  between  1950  and 
1966.  The  durability  of  these  boats  is 
remarkable.  Says  Gerald  Smith,  gen- 
eral manager  of  the  current  Concordia 
yard,  which  still  builds  and  maintains 
wooden  yachts,  "Every  single  one  is 
still  alive  in  one  form  or  another."  In 


September  of  1988  the  class  celebrat- 
ed its  50th  anniversary  with  a  regatta 
at  South  Dartmouth,  at  which  there 
were  65  Concordias  on  display. 

The  popularity  of  these  yachts 
stems  from  their  simplicity  and  prac- 
ticality combined  with  their  speed 
and  beauty.  Babe,  a  Concordia  39 
owned  by  Arnie  Gay,  won  the  New- 
port-Bermuda race  as  recently  as 
1978;  the  boat  was  then  23  years  old. 

George  Henschel,  an  architect  who 
practices  in  Bedford,  N.Y.,  also  owns  a 
Concordia  39,  called  Wfyisper.  Built  in 
1957,  she  was  acquired  by  Henschel 
m  1986  for  only  $30,000.  Today,  she 
would  fetch  perhaps  $60,000.  Mainte- 
nance is  only  about  $2,000  to  $3,000  a 
year,  largely  because  Henschel,  like 
many  a  wooden-boat  owner,  likes  to 
do  much  of  the  work  himself. 

Still,  comparable  Concordias  have 
sold  for  as  much  as  $80,000,  and  one 
recently  sold  for  a  high  of  $95,000. 
That  estimate  is  confirmed  by  Kos- 
kella:  "All  the  Concordias  have  seen 
at  least  a  50%  increase  in  value  in  the 
last  five  years." 

If  you  want  to  know  more  about 
wooden  boats,  pick  up  Wooden  Boat 
magazine,  the  industry  bible  (P.O. 
Box  78,  Naskeag  Road,  Brooklin,  Me. 
04616).  Or  go  to  Newport,  R.I.  this 
Labor  Day  weekend  for  the  Classic 
Yacht  Regatta.  You'll  get  a  good  look 
at  the  variety  of  wooden  boats  still  on 
the  water,  and  meet  some  of  the  devo- 
tees who  keep  them  afloat. 
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W/ien  /  Was  growing  up,  you  rode  a 

lO-speed,  look  ^ong  road  trips, 
and  pedaled  furiously  all  day.  Now, 

it  s  more  relaxed.  The  kids  and  I 
take  it  slow,  poking  around  these  old 

dirt  roads.  It's  real  quiet  and 

the  air  smells  fresh  and  clean.  We've 

even  snuck  up  on  a  deer  now  and 

then.  Plus,  it's  nice  to  get  out  and  do 

something  special  with  my  children. 

Just  the  three  of  us. 
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L.  L.  Bean. 

For  the  outdoors  inside  each  of  us. 
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For  78  years,  L.  L.  Bean  has  offered  durable,  practical  products  for  men  and  women  who  love  the  outdoors. 

Our  catalog  includes  active  and  casual  apparel,  footwear,  equipment  and  accessories. 

All  fully  guaranteed  and  honestly  priced.  If  you'd  like  a  copy,  please  call  1-800-548-4307  anytime. 


FREEPOFTT.MAJNE 


)L.  L.  Bean.  1991) 


Collectors 


By  Christie  Brown 


Like  pet  owners  who  commission  portraits 
of  their  cats  and  dogs,  car  collectors  are 
having  their  favorite  cars  done  in  oil, 
bronze,  pewter  and  even  wool  and  acrylic. 


Car  art 


Photographs  h\'  Michael  Grccco-'Outlinc 


Oil  paintings  of  a  '50  Mercury,  a  38  Bentley  Grille,  an  '86  Harley,  a  '57  Cheiy 
"I've  never  understood  pictures  of  water,  or  doilies." 


Noel  Blanc  at  home  with  cars  and  car  art 
On  the  wall,  a  '59  Caddy  in  oU. 


A  HANDFUL  of  entrepreneurial  West 
iCoast  artists  are  on  the  fast  track 
with  a  new  trend:  car  art.  Their  pic- 
tures, tapestries  and  sculptures  are 
just  the  thing  for  the  auto  collector 
who  has  everything. 

Take  Noel  Blanc  (son  of  the  late 
Mel  Blanc,  "the  man  of  a  thousand 
voices,"  including  that  of  Bugs  Bun- 
ny). Blanc's  car  collection,  consisting 
of  14  sports  cars,  including  rare  Fer- 
raris, Thunderbirds  and  Corvettes,  is 
worth  about  $7  million.  Blanc  takes 
his  cars  seriously.  Most  of  them  he 
keeps  parked  inside  his  Beverly  Hills 
home.  And  they  rate  the  best  rooms  in 
the  house — including  the  one  fronting 
the  pool. 

But  about  five  years  ago  Blanc,  a 
bachelor,  ran  out  of  parking  space  in 
the  house.  So  he  started  collecting 
paintings,  tapestries  and  sculptures  of 
cars  he  coveted,  but  for  which  he 
lacked  the  room.  His  car  art  collection 
now  numbers  30  pieces. 

"My  paintings  are  all  cars  I  don't 
owTi,"  he  says.  "Yet." 

Otis  Chandler,  former  chairman  of 
the  Times  Mirror  Co.  and  perhaps  the 
best-known  car  collector  in  the  coun- 
try, likewise  turned  to  car  art  ten 
years  ago,  as  his  own  two-story  auto 
museum  grew  crowded.  Now  over 
100  paintings,  prints,  tapestries,  old 
posters  and  sculptures  of  cars  deco- 
rate his  private  museum  in  Oxnard, 
Calif.  The  museum  showcases  85  of 
Chandler's  cars,  reportedly  worth  $20 
million. 

Almost  all  the  best  car  artists  are 
from  the  West  Coast,  where  the  auto- 
mobile is  a  cultural  icon.  Well-known 
car  artists  include  the  late  Peter 
Helck,  Harold  Cleworth  and  Ernest 
Wregge  (oils);  Stanley  Wanlass  (sculp- 
ture); and  Keith  Collins  (tapestries). 
While  their  works  gamer  little  respect 
from  serious  art  critics,  car  buffs  love 
them.  In  fact,  Harold  Cleworth 
(dubbed  "painter  laureate  of  the  auto- 
mobile" by  Autoweek  magazine)  has 
just  painted  six  hubcaps  of  classic  cars 
for  Mikasa,  Inc.,  the  dinnerware  mak- 
er. Hubcap  dinner  plates  will  be  in 
stores  this  fall.  Tacky?  It  depends  on 
how  much  you  love  cars.  Shrugs  col- 
lector Blanc,  "I've  never  understood 
pictures  of  water,  or  doilies." 

Ken  Eberts,  head  of  the  Automotive 
Fine  Arts  Society,  sums  up  car  art  this 
way:  "We  have  everything  that  the 
Old  Masters  have — culture,  romance. 
And  we're  cheaper." 

Cheaper,  but  not  cheap.  Car  paint- 
ings by  Peter  Helck  have  fetched  up  to 
$150,000.  Prints  by  Helck,  however, 
can  still  be  bought  for  about  $300  at 
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In  his  private  car  museum,  Otis  Cfxindler  with  his  19.M  Packard  12 
The  hanging  portrait  is  a  tapestry  by  Keith  Collins. 


can  still  be  bought  for  about  $300  at 
galleries  around  the  country  that  ca- 
ter to  car  art  collectors.  (They  include 
L'Art  et  L'Automobile  gallery  in  New 
York,  the  Automotive  Emporium  in 
Dallas  and  the  Gallery  Automania  in 
Rochester,  Mich.) 

Most  Los  Angeles  collectors  depend 
on  word  of  mouth  and  deal  directly 
with  the  artists.  For  example,  car 
sculptor  Stanley  Wanlass  has  over  100 
commissions  every  year,  with  prices 
ranging  up  to  $65,000  apiece. 

Both  Blanc  and  Chandler  do  more 
than  collect  car  art,  however.  They 
are  also  patrons.  And  in  Blanc's  case,  a 
partner.  Blanc,  who  owns  his  own  ad- 
vertising firm  called  Blanc  Communi- 
cations, Inc.,  which  worked  on  the 
"Things  go  better  with  Coke"  cam- 
paign, has  had  a  business  agreement 
with  Ernest  Wrege  since  1985.  Blanc 
pays  Wrege  an  annual  retainer  (he 
won't  say  how  much)  to  paint  his 
favorite  cars  from  photographs  that 
Blanc  takes  himself. 

Next  spring  Blanc  plans  to  market 
serigraphs  of  those  paintings  in  limit- 
ed editions  of  about  500.  They  will  be 
priced  at  about  $1,000  each.  Eventual- 
ly the  paintings  themselves  will  be 
sold,  for  about  $60,000  apiece.  The 
pair  plan  to  split  all  the  proceeds  50- 
50,  minus  what  Blanc  has  already  ad- 


vanced Wrege.  Properly  marketed, 
Blanc  thinks  Wrege  will  have  the 
mass  appeal  of  noted  sports  artist  Le- 
roy  Neiman. 

One  of  Chandler's  favorite  car  art- 
ists is  Keith  Collins,  who  specializes 
in  tapestries.  Chandler  has  commis- 


sioned him  to  make  huge  wool  and 
acrylic  carpets  featuring  some  of  his 
favorite  cars,  including  a  1931  Due- 
senberg,  a  1933  Chicago  World's  Fair 
Packard  sports  sedan,  a  green  1934 
Packard  12,  a  blue  and  orange  1969 
Porsche  917K  and  a  gold  1969  Dodge 
Daytona  Hemi. 

Portraits  in  carpet?  "They  blow 
people  away,"  grins  Chandler.  Size 
could  have  something  to  do  with  it. 
Measuring  9  feet  by  20  feet  and  weigh- 
ing about  200  pounds,  they  are  hung 
in  Chandler's  museum  next  to  the 
cars  they  depict.  Collins  charges  up  to 
$35,000  per  portrait.  But  Chandler 
says  he  got  a  deal  for  getting  in  on  the 
ground  floor.  "Collins  is  just  basically 
an  undiscovered  genius,"  states 
Chandler.  "I  think  a  Collins  will  be 
hanging  in  every  major  car  museum." 

The  Japanese  are  already  paying  at- 
tention. Last  year  Collins  sold  five 
tapestries  to  Japanese  real  estate  de- 
veloper Toshiho  Matsuda,  who  has 
several  private  car  museums.  Three 
tapestries  depict  Ferraris,  one  the  Fer- 
rari logo,  and  one  the  Matsuda  logo. 

The  biggest  single  showing  of  car 
art  yet  will  take  place  at  the  Concours 
d'Elegancc  auto  show  in  Pebble  Beach 
on  Aug.  15,  sponsored  by  the  Automo- 
tive Fine  Arts  Society.  Works  from 
about  25  member  artists  will  be  on 
display,  and  for  sale. 

Sotheby's  isn't  missing  this  market. 
It  is  now  holding  a  private  sale  of  over 
500  items  of  car  art.  The  collection, 
which  includes  prints,  old  posters  and 
car  ornaments,  is  expected  to  bring  in 
over  $3  million. 


"Neiv  York  to  Paris,  1908"  sculpture  h) 
Commissioned  works  for  i^t  to  $65 


Stanle\'  Wanlass 
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Turbulence  ahead 


Max  .\guilleraHellwegOn\^ 


VX'A  Chciin)icin  Carl  laih>i 

Suddenly,  a  $350  million  debt  problem. 


Richard  Sallis  of  Playmates  toys 
Ltfe  after  Turtlemania. 


Carl  Icahn  and  twa  are  in  for  some 
rough  flying.  At  the  end  of  last 
month  Trans  World  Airlines,  Inc.  ran 
afoul  of  net-worth  covenants  on  near- 
ly $750  million  of  its  debt.  That 
means  Icahn  will  have  to  redeem  10% 
of  that  debt  every  six  months  for  the 
foreseeable  future.  Over  the  next  two 
years  that  will  require  some  $250  mil- 
lion of  extra  cash. 

The  funds  aren't  likely  to  come 
from  the  airline's  business,  which  has 
been  posting  losses  lately. 

Another  ominous  sign  for  twa:  Be- 
fore this  year  is  out,  about  $550  mil- 
lion of  its  other  junk  bonds,  which 
have  been  paying  interest  in  kind, 
must  begin  paying  a  12%  coupon  in 
hard  cash.  That  will  suck  nearly  $100 
million  more  out  of  the  airline  by  the 
end  of  next  year. 

Icahn  has  plenty  of  cash  to  work 
with.  Since  taking  twa  private  in 
1988  with  some  $1.3  billion  in  debt, 
Icahn  has  run  it  less  as  an  operating 
company  than  as  a  vault  in  which  to 
store  cash  and  securities — perhaps 
$1.6  billion — largely  generated  from 
his  shrewd  trading  in  Texaco  and  oth- 
er stocks. 

Protecting  that  cash  inside  twa  is 
getting  harder,  twa's  pilots  grumble 
that  they  will  give  Icahn  no  further 
concessions.  The  airline's  domestic 
market  share  has  stagnated  at  6%,  and 
its  aging  fleet  badly  needs  updating. 
Junk  bond  analyst  Raymond  Neidl  of 
Dillon,  Read  &  Co.  questions  wheth- 
er TWA  can  possibly  survive  for  much 
more  than  a  few  years,  even  if  Icahn 
continues  to  downsize  by  selling  off 
the  airline's  jets. 

Icahn  declines  to  discuss  his  plans. 
But  in  May  Airline  Financial  News,  a 
respected  trade  newsletter,  reported 
that  Icahn  discussed  a  possible  sale  of 
TWA  to  America  West,  the  Phoenix- 
based  airline.  Later  Icahn  was  said  to 
be  willing  to  hand  his  airline — 
stripped  of  its  cash  hoard — over  to 
anyone  who  would  agree  to  assume 
twa's  $1.6  billion  in  debt. 

So  far,  no  takers. 


Risk  Tracy 

W'  ill  American  kids  put  down  their 
Ninja  Turtle  toys  for  Dick  Tracy? 
That  question  is  much  on  the  mind  of 
Richard  Sallis  these  days. 

Sallis,  46,  is  senior  vice  president  of 
the  U.S.  division  of  Hong  Kong's  Play- 
mates Holdings  Ltd.,  the  company 
that  began  making  Teenage  Mutant 
Ninja  Turtle  dolls  three  years  ago  and 
has  coined  money  since  the  Turtles' 
film  was  released  in  March.  "We  have 
not  reached  the  peak  yet,"  says  Sallis, 
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The  Money  Makers: 

The  Economics  of  Air.Cushioned  Class Tri  icks...  and  Class  Drivers 


Introducing  the  New  FrontAir™  Suspension 
only  from  PeterbUt.  Few  things  make  a.s  much  sense  as 
the  long  life-cycle  costs- and-returns  of  a  Peterbilt.  Chief 
Financial  Officers  are  as  attracted  to  this  legendary  truck 
as  are  the  kind  of  first  class  drivers  who  know  how  to 
drive  them  to  their  peak  efficiencies.  That's  why  we  call 
Peterbilts,  and  the  class  drivers  who  operate  them, 
The  Money  Makers. 

Now  there's  one  more  reason  to' take  a  closer 
look  at  the  productivity'  of  a  Peterbilt.  Our  engineers  have 
designed  the  very  first  Class  8  front  air  suspension 
system.  The  result  is  a  comfortable  ride  that  will  impress 


you  with  enhanced  handling  and  a  feather-smooth  absorp- 
tion of  road  shock. 

The  Peterbilt  FrontAir  Suspension  is  also  a  new 
factor  in  reducing  maintenance  costs.  Because  it  handles 
road  vibration  right  at  the  source  -  the  front  axle.  This 
protects  sensitive  payloads.  And  transmits  less  road  abuse 
to  all  chassis  mounted 
components. 

For  information  on  the 
truck  that  rides  on  a  cushion  of 
air,  call  1-800-447-4700  for  the 
Peterbilt  dealer  nearest  you. 


Ckiss  Attracts  Class 
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who  bought  toy  rights  to  the  Turtles 
in  1987  for  $200,000,  "but  we're  not 
counting  on  the  Turtles  to  carry  the 
company." 

Next?  Dick  Tracy  action  figures 
and  accessories  licensed  by  the  Walt 
Disney  Co.  and  made  by  Playmates. 
After  a  month  in  the  stores,  the  Tracy 
toys  are  the  second-best-selling  action 
figure  line  in  the  U.S.,  behind  the  Tur- 
tles. But  if  box  office  gross  is  any 
indication,  the  Tracy  toys  may  have 
trouble  catching  the  Turtles.  In  its 
first  weekend,  the  Dick  Tracy  movie 
did  about  $21  million  in  ticket  sales, 
as  against  $25  million  for  the  Turtles. 

Hedging  his  bets,  Sallis  has  some 
Turtle  clones  in  the  wings:  action  fig- 
ures dubbed  Barnyard  Commandos 
and  the  Toxic  Crusader.  Last  year 
Turtle  toys  grossed  $100  million — 
more  than  two-thirds  of  Playmates' 
$147  million  in  sales.  Since  early  1989 
Playmates'  stock  has  risen  about 
twenty-twofold  on  the  Hong  Kong  ex- 
change, making  the  55%  stake  of  the 
founding  Chan  family  worth  $172 
million.  The  stock  was  recently  trad- 
ing at  14  times  last  year's  earnings. 
Investors,  in  short,  are  taking  it  for 
granted  that  the  Turtles  will  stay  hot 
and  that  the  Dick  Tracy  line  will  be  a 
success,  which  it  may  or  may  not 
be. — Julie  Schlax 


A  compliment  of  egos 

In  the  computer  industry,  entre- 
preneurs' egos  tend  to  grow  even 
faster  than  their  companies,  and  bit- 
ter splits  are  commonplace.  So  it's 
easy  to  understand  industry  skepti- 
cism about  five  widely  known  veter- 
ans forming  Slate  Corp.,  a  new  soft- 
ware company  to  be  based  in  Scotts- 
dale,  Ariz.  The  outfit  plans  to  make 
software  that  makes  it  possible  for 
personal  computers  to  take  com- 
mands in  handwriting;  no  keyboard 
will  be  necessary. 

The  five  founding  partners  are  Vern 
L.  Rabum,  onetime  general  manager 
of  Lotus  Development  Corp.  and  a 
former  division  president  of  Microsoft 
Corp.;  Thomas  H.  Byers,  a  former  vice 
president  at  Symantec  Corp.  and  a 
former  marketing  manager  at  Digital 
Research  Inc.;  Dottie  Hall,  who  is  Ra- 
burn's  wife  and  was  previously  mar- 
keting manager  at  Microsoft  and  Sy- 
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Slate's fou/uJers  iLUjckwisefroni  bottom  left).  Hall,  Rahurn,  Bricklin,  Byers,  Stein 
So  happy  together — so  far. 


mantec;  Daniel  S.  Bricklin,  co-creator 
of  VisiCalc,  the  first  spreadsheet  soft- 
ware; and  Mitch  Stein,  who  helped 
develop  early  software  for  the  Macin- 
tosh personal  computer. 

Based  in  Scottsdale,  Rabum  will  be 
Slate's  chairman  and  chief  executive, 
Byers  will  be  president  and  Hall  will 
be  vice  president  of  marketing.  Devel- 
opment will  be  headed  by  Bricklin 
from  his  base  in  Boston,  Mass.,  and  by 
Stein  in  Silicon  Valley. 

The  biggest  challenge  may  be  keep- 
ing the  founders  together,  a  formida- 
ble task  considering  the  caliber  of  tal- 


ent and  the  decentralized  operations. 

Perhaps  the  excitement  of  the 
firm's  planned  products  will  be 
enough  to  keep  its  star  founders  pull- 
ing in  the  same  direction.  "The 
chance  to  be  a  Wilbur  Wright  or  a 
Thomas  Edison  doesn't  present  itself 
to  every  generation,"  says  Rabum. 
"Being  in  the  computer  industry  right 
now  presents  me  with  the  opportuni- 
ty to  be  a  part  of  history." 

Hmmm.  Note  his  use  of  the  singu- 
lar "me"  rather  than  the  collective 
"us." — Julie  Pitta 
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KOREA 

THE  SUPERSONIC  ECONOMY 


By  Ambassador  Donald  P.  Gregg 

When  i  first  visited  Seoul  in  1968,  I 
was  struck  by  the  energy  of  the 
Koreans  and  their  faith  in  the 
future  of  their  country.  When  I  first  lived 
in  Seoul  in  the  mid-1970s,  the  Korean 
economic  situation  had  progressed, 
but  was  vastly  different  from  what  it  is 
today.  At  that  time,  the  U.S.  still  provid- 
ed Korea  with  financial  and  technical 
assistance.  Per  capita  GNP  stood  at 
about  $400  and  GNP  at  $13  billion.  At 
slightly  over  $2  billion,  total  trade  be- 
tween our  two  countries  was  minus- 
cule. Korean  economists  were  preoc- 
cupied with  basic  questions  of  how  to 
build  a  modern  economy. 

Today,  Korea  is  the  world's  16th- 
largest  economy,  the  tenth-largest 
trading  nation  and  the  U.S.'s  seventh- 
largest  trading  partner  Total  U.S. -Ko- 
rean trade  is  approaching  $40  billion. 
Cumulative  U.S.  investment  in  Korea 
reached  nearly  $2  billion  at  the  end  of 
1989.  Korean  investment  in  the  U.S. 
has  grown  enormously  in  recent  years 
and  now  stands  at  about  $800 
million. 

With  Korea's  phenomenal 
economic  success,  the 
bilateral    econo- 
mic relation- 
ship    is 


evolving  into  a  true  economic  partner- 
ship. The  dynamic  relationship  we  now 
enjoy  provides  enormous  benefits  to 
both  our  nations.  And  I  am  confident 
about  the  future  of  our  relationship.  It  is 
true  that  we  have  experienced  some 
well-publicized  tensions  in  the  recent 
past.  But  Korean  and  U.S.  negotiators 
have  succeeded  in  resolving  a  number 
of  difficult  trade  and  investment  prob- 
lems. Tfie  resulting  accords,  as  they 
are  implemented,  will  provide  signifi- 
cant benefits  both  to  foreign  business- 
es and  to  Korean  consumers,  workers 
and  investors.  Korean  compliance  with 
these  agreements  is  essential,  of 
course,  to  maintaining  an  improved  at- 
mosphere. As  evidence  of  progress  in 
resolving  problems,  Korean  authorities 
point  to  an  80%  increase  in  U.S.  ex- 
ports to  Korea  to  $16  billion  between 
1987  and  1989,  and  a  halving  of  the 
Korean  bilateral  trade  surplus  during 
the  same  period  to  $4.7  billion. 

The  importance  of  market  forces  and 
an  open  trading  system  to  growing  eco- 
nomic prosperity  has  been  strikingly 
demonstrated  by  conditions  in  Eastern 
Europe  and  the  Soviet  Union.  One  rea- 
son for  the  success  of  Korea's  Nordpoli- 
tik  is  that  Eastern  Europe  has  seen  what 
Korea  has  accomplished  and  is  eager 
to  follow  in  Its  footsteps.  The  culmination 
of  this  outstandingly  successful  diplo- 
matic effort  came  in  June,  when  Presi- 
dent Roh  met  Soviet  President  Gorba- 
chev in  San  Francisco,  and  then  went  on 
to  meet  with  President  Bush  in  Washing- 
ton. I  attended  the  latter  meeting  and 
can  attest  to  its  warmth  and  signif- 
icance. The  atrophied  economy 
in  North  Korea  stands  in 


stark  contrast 
to  the  dyna- 
mism of  the 
South.  To 
continue  its 
almost  un- 
paralleled re- 
cord of  eco- 
nomic devel- 
opment   and 

growth,        the        ■\i>ih<i.\stulnr  l humid  l'  (iivfiii 

Republic  of  Korea  needs  to  pursue  vig- 
orously ongoing  efforts  to  liberalize  its 
economy,  including  its  financial  mar- 
kets, and  to  strengthen  the  international 
trading  system. 

South  Koreans,  I  believe,  agree  on  the 
need  to  solve  bilateral  problems,  to  take 
maximum  advantage  of  opportunities 
such  as  the  current  Uruguay  Round 
negotiations  to  strengthen  the  interna- 
tional trading  system  and  to  use  other 
new  opportunities  like  the  Asia  Pacific 
Economic  Cooperation  Initiative  to  find 
imaginative  answers  to  the  challenges 
of  the  future.  We  welcome  Korea's 
participation    in    internationally 
agredd  controls  on  the  ex- 
port of  sensitive  high  tech- 
nology goods. 

Will  Korea  and  the 
U.S.    have    eco- 
nomic    differ- 
ences in  the 
future? 
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In  a  coui'itry  where  hepatitis  is  not  only 
common  but  frequently  fatal,  an  Indian 
woman  has  received  a  vaccination  that 
prevents  it.  The  Hepaccin  B  vaccine  was 
mass-produced  and  exported  to  her 
country  by  Samsung. 


A  businessman  m  Belgium  can  send  and 
receive  data  and  information  via  the  most 
advanced  telecommunications  system  in 
the  world.  It  was  made  possible  by  an 
exchange  of  technology  and  equipment 
between  his  country  and  Samsung. 


Hi    ©Samsung Group  1990 
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Lastyeai  a  major  U.S.  consumer  advocate 
publication  conducted  a  survey  comparing 
14  brands  of  microwave  ovens.  The  results: 
When  a  grandmother  from  Pittsburgh  bought 
a  Samsung,  she  bought  the  most  reliable 
microwave  oven  made. 


On  February  14, 1989,  a  fiungarian  engmeer 
and  19  fellow  countrymen  began  an  intensive 
technical  training  program  sponsored  by 
Samsung.  Our  commitment  to  exchanging 
tecfmology  has  also  aided  development  m 
Malaysia,  Pakistan,  India  and  Egypt. 


In  205  locations  around  the  world,  we're  doing  what  we've  done  m  our  ov\m  country  of  Korea  for  the  past  fifty-two  years: 
Applying  technology  to  make  seemingly  impossible  dreams  come  true.  Q  A IWIQI  IM^ 

Tecfmology  that  works  for  all  of  us. 
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Assuredly,  But  I  believe  that  the  eco- 
nomic relationship  will  continue  to  grow 
and  to  mature,  and  that  we  will  work 
together  to  manage  those  differences. 
IVIy  vision  of  the  future  is  a  very  positive 
one.  Korean  economic  potential  is  high 
and  will  be  enhanced  by  further  liberal- 
ization. 

To  our  Korean  friends,  I  would  say 
that  the  U.S.  admires  your  achieve- 
ments and  your  industriousness  and 
welcomes  your  competition.  Vigorous 
and  fair  competition  is  healthy  and  mu- 
tually beneficial. 

To  U.S.  firms,  I  would  encourage  you 
to  pursue  aggressively  new  business 
opportunities  in  this  dynamic  environ- 
ment brought  about  by  Korean  eco- 
nomic growth  and  new  economic  poli- 
cies. My  staff  and  I  stand  ready  to 
assist  you  in  any  way  possible.  ■ 


THE  SUPERSONIC 
ECONOMY 

By  John  T.  Bennett 


Many  Koreans  are  concerned 
about  their  economy.  Though 
exaggerated,  their  worries  have 
substance.  Korea  was  the  supersonic 
Concorde  economy  from  1986  to  1988, 
and  many  came  to  view  that  as  normal. 
Last  year  it  turned  into  a  747— bigger 
and  slower  and,  as  luck  would  have  it, 
encountering  some  rough  weather  but 
still  flying. 

But  Korea  hasn't  always  been  a  Con- 
corde. The  record  shows  exceptional 
growth  over  the  years  since  1 953,  when 
the  Korean  economy  hit  its  low  point. 
But  while  growth  was  negative  in  only 
two  years,  the  rate  has  varied  widely. 

Is  the  present  drop  in  growth  perma- 
nent? Probably  not.  External  circum- 
stances accounted  for  the  spurt  from 
1986  to  1988.  Koreans  talked  at  the 
time  of  the  three  blessings — the  rise  in 
the  yen  against  the  dollar  which  made 
exports  priced  in  won  cheap,  the  drop 
in  interest  rates  and  the  fall  in  oil  prices. 
One  should  add  a  fourth — economic 
activity  was  high  in  Korea's  major 
export  markets,  so  Korean  goods 
were  in  demand. 
External  circumstances  explain 
much  of  the  current  slow- 
down as  well. 


GROWTH  IN  REAL  GNP  (7.) 


Exports,  the  engine  of  Korean  growth, 
have  slowed  in  part  because  demand 
for  Korean  cars  and  electronics  is  sat- 
ed and  its  major  markets  are  suffering  a 
slowdown.  Exports  are  likely  to  pick  up 
soon,  particularly  once  U.S.  growth 
speeds  up. 

Also  contributing  to  the  decline  has 
been  a  set  of  domestic  factors  The  rise 
in  the  won  and  in  Korean  wages  have 
made  Korean  exports  more  expensive. 
And  the  Korean  economy  became 
overheated  during  the  years  of  double- 
digit  growth,  producing  shortages  of 
skilled  labor. 

The  Economy  Transformed 

The  Korean  War  started  40  years  ago 
this  June.  By  the  time  the  truce  was 
signed  in  1953,  Korea  had  been  rav- 
aged. The  country  could  not  feed  itself. 
Hunger,  malnutrition,  and  even  starva- 
tion were  prevalent.  The  U.S.  supplied 
Korea,  first  under  aid  programs  and 
later  with  loans.  Korea  then  depended 
on  imports  not  just  for  food,  but  also  for 
its  energy,  most  of  its  raw  materials,  its 
machinery,  and  the  technology  on 
which  a  modern  nation  depends. 

With  no  alternatives,  Korea  set  out  to 
export  to  pay  for  its  imports.  Its  busi- 
nessmen are  deeply  imbued  with  the 
strategy  of  exporting  in  order  to  grow. 
The  business  people  worry  today  about 
their  slow  export  performance  because 
they  remember  how  difficult  it  was  when 
foreign  exchange  was  always  short. 

Samsung  Chairman  Lee  Kun-Hee 
says,  "I  have  a  dream  to  build  Sam- 
sung into  a  world  class  company,  a 
genuine  multinational."  That  goal  is 
shared  virtually  by  every  company, 
large  or  small,  in  Korea. 

Trade  Frictions  with  the  U.S. 

As  much  as  40%  of  Korea's  exports 
go  to  the  U.S.  Originally  low- 
valued    products    like 
wigs,  clothing  and 


footwear,  they  now  are  more  likely  to  be 
such  higher  tech  items  as  cars,  TVs 
and  personal  computers. 

The  particular  products  and  the 
speed  with  which  Korea  grew  in  the 
American  market  challenged  old  line 
industries  first.  They  sought  import  re- 
lief but  got  very  little.  However,  the  U.S. 
government  decided  that  if  the  U.S. 
market  was  to  remain  open,  other  coun- 
tries should  open  theirs  too. 

As  long  as  Korea  was  getting  foreign 
aid  or  borrowing  heavily  abroad,  it 
could  justify  some  limits  on  its  imports 
to  reserve  its  foreign  exchange  for  ne- 
cessities. However,  it  had  already 
come  under  pressure  from  the  U.S.  to 
open  its  markets  in  the  early  1980s, 
when  the  country  began  to  run  a  sur- 
plus in  its  two-way  trade  here. 

Actually,  Korea  began  opening  its 
markets  in  1978,  when  it  first  looked  as 
if  it  would  run  a  trade  surplus.  World 
conditions  changed  with  the  second  oil 
shock,  and  further  opening  was  post- 
poned a  few  years.  It  was  then  done 
cautiously,  but  the  rationale  was  sim- 
ple— it  was  good  for  Korea.  As  a  small 
country,  Korea  had  to  be  open,  or  its 
industry  would  be  unable  to  compete 
and  its  people  would  be  poorer.  Vested 
interests  often  argued  against  import- 
ing freely  too  soon.  They  have  been 
able  to  delay  opening  but  not  to  stop  it. 

Korea  Opens  Its  Maricet 

The  first  step  in  market  opening  was 
to  eliminate  licensing  requirements. 
The  list  of  license-free  items  grew  from 
58%  in  1978  to  95%  in  1989.  The  easy 
items — those  not  produced  domesti- 
cally— were  freed  first.  These  w6re  of- 
ten not  the  products  of  greatest  interest 
to  the  U.S.,  so  that  friction  continued. 
Today,  nearly  all  manufactured  goods 
are  freely  imported.  Food  products  re- 
main the  most  restricted  and  are  the 
subject  of  continuing  negotiations  with 
the  U.S.  and  other  producers. 

The  U.S.  also  pressed  Korea  to  lower 
its  tariffs.  It  has  done  so,  lowering  them 
from  an  average  of  23%  in  1 978  to  1 2% 
in  1 989.  It  has  committed  itself  to  a  level 
equal  to  that  of  the  developed  coun- 
tries—less than  8%— by  1993. 

Korea  has  also  greatly  reduced  the 
list  of  manufactured  products  not  open 
to  foreign  investment.  It  has  opened  its 
major  service  industries — banking,  in- 
surance, advertising,  shipping,  travel, 
retail  and  wholesale  trade,  and  stock 
brokerage — to  foreign  investment.  It 
now  protects  patents,  copyrights  and 
trademarks,  both  in  law  and  in  practice, 
making  Korea  a  much  better  market  for 
foreign  intellectual  property. 

Trade  issues  remain  contentious,  but 
the  threat  of  broad  U.S.  retaliation 
against  Korean  protectionism  has 
largely  receded.  This  spring,  Korea  ne- 
gotiated a  settlement  with  the  U.S.  on 
beet,  enforcement  of  intellectual  prop- 
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erty  protection,  telecommuni- 
cations, and   government  pro- 
curement. This  kept  the  country 
off  the  list  of  worst  offenders  man- 
dated by  the  Trade  Act.  Negotia- 
tions over  new  issues  will  no  doubt 
occur  but  should  not  hide  how  far  Ko- 
rea has  come  and  how  broad  the  busi- 
ness opportunities  have  become. 

The  trade  data  suggest  how  little  the 
U.S.  still  has  to  complain  about.  In  the 
first  quarter  of  1990,  exports  to  the  U.S. 
fell  7%,  while  imports  from  the  U.S.  rose 
19%.  Korea's  trade  surplus,  which  had 
been  $1,175  million  in  the  first  quarter 
last  year,  fell  to  $21 6  million.  Some  Kore- 
ans even  worried  that  their  surplus  with 
the  U.S.  might  soon  turn  to  a  deficit. 

In  the  meantime,  favorable  attitudes 
on  importing  have  spread.  Says  BIF 
President  Wee  Sang-Sik  on  importing 
rice,  a  sacred  cow  in  Korea:  "Korea  will 
buy  U.S.  rice  in  the  next  four  or  five 
years.  Forty  million  consumers  will  ben- 
efit. No  one  wants  to  farm  in  Korea 
anymore.  Not  importing  is  a  mistake." 

Korean  investment  in  tiie  U.S. 

Another  way  Korean  companies 
have  responded  to  trade  frictions  is  to 
invest  in  the  U.S.  Popular  particularly 
with  state  and  local  governments, 
these  investments  provide  jobs  and 
therefore  are  preferable  to  importing. 

Again,  BIF  points  the  way.  It  has  es- 
tablished U.S.  sales  as  a  key  element  in 
its  strategy.  To  this  end,  it  has  opened  a 
sales  center,  warehouse,  and  assem- 
bly facility  in  Los  Angeles  and  is  about 
to  do  the  same  thing  in  New  York.  For 
BIF,  the  goal  is  to  be  close  to  market  to 
assure  quick  delivery  and  minimize 
transport  costs.  Labor  costs  are  not 
that  large  a  factor  in  pricing.  The  com- 
pany is  also  targeting  quality,  both  in 
manufacture  and  in  design.  It  is  seek- 
ing a  brand-name  identity  as  a  globally 
competitive  producer. 

Other  Korean  companies  have  been 
equally  aggressi/e  in  investing  here. 
Samsung  has  manufacturing  facilities 
in  New  Jersey.  Hyundai  has  opened  an 
auto  assembly  plant  in  Canada,  which 
under  the  Free  Trade  Agreement  with 
the  U.S.,  means  that  cars  made  there 
are  treated  as  if  they  were  made  in  the 
U.S.  Hyundai  is  selling  some  of  the  cars 
to  Chrysler,  which  will  market  them  un- 
der its  own  name.  Other  companies  will 
come  as  well,  when  it  becomes  eco- 
nomically advantageous. 

Korea  Deveiops  Tourism 

Tourism  to  Korea  has  grown  10% 
annually  in  recent  years.  The  Seoul 
Olympics  in  September  1988  put  Korea 
on  theworld  travel  map.  First-class  hotel 
rooms  were  added  rapidly,  rising  25% 
from  1 987  to  1 989.  Large  companies  like 
Daewoo,  which  runs  the  Seoul  Hilton, 
have  taken  a  lead  in  hotel  investment. 

Why  do  tourists  come?  Korea  is  a 


beautiful  country,  with  mountains,  seas, 
and  vistas  everywhere.  The  increase  in 
accommodations  has  been  matched 
by  improved  internal  communications 
and  facilities.  Ssangyong  long  ago  de- 
veloped Korea's  premier  ski  resort  and 
summer  retreat  at  Dragon  Valley. 

Everyone  expected  a  drop  in  tourism 
after  the  Olympics — and  empty  hotel 
rooms.  That  made  expanding  tourism 
more  urgent.  Leadership  in  tourism  has 
been  taken  by  the  Korea  National  Tour- 
ism Corporation.  Motivated  initially  by 
the  same  need  to  earn  foreign  ex- 
change as  drove  export  manufactur- 
ing, it  promotes  tourism  through  15 
overseas  offices,  develops  resort  pro- 
jects and  trains  manpower. 

Current  Economic  Problems 

The  new  ministers  appointed  in 
March  confronted  what  was  popularly 
seen  as  an  economic  crisis.  Inflation 
had  leaped  to  an  annual  rate  of  14% 
during  the  first  four  months,  after  rising 
5.7%  in  all  of  last  year.  The  current 
account  moved  from  a  surplus  of  $5 


billion  last  year  to  a  deficit  exceeding 
$1  billion  in  the  first  quarter.  Exports 
declined  1 .4%  while  imports  grew 
14.5%.  GNP  growth  at  7.1%  seemed 
little  better  than  last  year's  6.7% — and 
fragile.  Its  major  active  component,  val- 
ue added  in  manufacturing,  grew  8%, 
better  than  last  year's  3.7%  increase. 

Although  unemployment  stayed  low 
while  the  labor  force  increased,  the  au- 
thorities were  worried.  In  addition,  ris- 
ing rents  and  housing  prices  suggest- 
ed that  real  estate  speculation  had  tak- 
en off.  The  stock  market,  which  had 
been  sinking  slowly  for  a  year,  took  a 
dive  in  April,  down  almost  a  third  from 
its  peak  a  year  earlier. 

Augmenting  the  sense  of  crisis  was 
the  imminent  negotiation  of  this  year's 
union  contracts.  Wage  settlements 
have  been  increasing  roughly  20%  a 


A  5,000  Year  Heritage  of 
Culture,  Tradition,  and  Beauty. 


Korea.  Land  of  the  Mominj^  Calm.  The  na- 
tion that  brought  the  world  together  for  the 
"88  Olympics.  And  a  vibrant  culture  meeting 
the  challenges  of  a  modern  world. 

Korea's  dynamic  blend  of  old  and  new  has 
made  it  a  thriving  center  of  international  bus- 
ine.ss,  politics,  entertainment,  and  the  arts  in 
Asia.  And  one  of  the  greatest  success  stories  of 
this  century. 

Come  and  discover  Korea's  rich  cultural 
past.  And  share  yours  with  us. 
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IF  YOU  TmNK  WE  ONLY  MAKE  CARS, 
YOU'RE  21%  CORRECT. 


You  probably  think  of  Hyundai  as  the 
world-class  maker  of  affordable  high 
quality  automobiles.  And  you're  right 
of  course.  But  Hyundai  Motor  represents 
only  about  21%  of  the  Hyundai  Business 
Group.  Shipbuilding,  electronics,  general 
construction,  machinery  and  heavy 
equipment,  rolling  stock  and 
petrochemicals  are  all  key  components  of 
the  Hyundai  group. 


iiyundai  started  as  a  small  civil 
contractor  43  years  ago,  and  today 
we've  over  US$20  billion  worth  of 
overseas  engineering  and 
construction  experience. 
Hyundai  also  built  and  operates  a 
dockyard  with  the 
largest  ship  tonnage 


output  in  the  world  and  has  won  awards  for  building  the 
World's  Best  Ship  for  seven  consecutive  years. 
Those  who  are  involved  with  computers,  semiconductors, 
and  telecommunications  have  also  come  to  know  and  trust 
Hyundai.  ;' 


in  fact,  corporate 
depth  and  diversity 
like  this  is  one 
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reason  why  Hyundai  has  become  such  a 
symbol  of  Korea's  economic  success. 
If  you  think  Hyundai  is  the  right  partner  for 
you,  join  with  us  in  Korea  or  around  the 
world  as  we  bring  the  challenge  of  tomorrow 
closer  to  today. 


HYUNDAI 

K  PO  Box  92  Seoul  Korea  Tel  (02)746-1873 
Tlx   K23175/7  Fax  (02)741-2341 
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year  in  the  last  three  years.  Actual  earn- 
ings in  manufacturing  have  been  grow- 
ing at  a  rising  rate,  exceeding  produc- 
tivity (as  measured  by  value  added  in 
manufacturing)  and  making  Korea  less 
competitive. 

WAGES  VS.  PRODUCTIVITY 


■  GROWTH  IN  MONTHLY  EARNINGS  IN  MANUFACTURING 

■  GROWTH  IN  VALUE  ADDED  IN  MANUFACTURING 
Source:  Bank  of  Korea 

The  New  Economic  Policy 

The  nev^^  cabinet  concurred  with  its 
predecessors  that  wages  should  be 
kept  in  line  with  productivity  improve- 
ment. It  also  indicated  it  would  inter- 
vene in  illegal  strikes  and  not  allow 
wages  to  be  paid  for  time  on  strike. 

The  public  sense  of  crisis  seems  to 
have  restrained  unions.  Most  have 
agreed  to  lower  wage  increases  and 
have  settled  labor  disputes  more 
quickly  so  that  there  have  been  fewer 
strikes  and  much  less  lost  time. 

To  get  manufacturing  moving,  the 
government  has  increased  the  avail- 
ability of  credit  for  investment.  To  help 
exports,  it  has  partly  restored  the  ad- 
vance made  against  export  letters  of 
credit.  This  is  the  main  source  of  work- 
ing capital. 

At  the  same  time,  the  government 
has  sought  to  avoid  offending  its  major 
trading  partners  by  declaring  it  would 
not  restrict  imports  or  provide  extraor- 
dinary incentives  to  export. 

In  a  related  measure,  it  announced  a 
new  method  for  setting  the  exchange 
rate.  Many  export-oriented  firms  were 
calling  for  devaluation.  The  U.S.,  on  the 
other  hand,  has  opposed  devaluation 
and  urged  Korea  to  stop  manipulating 
its  currency.  The  government  opted  to 
allow  the  won  to  move  with  market 
forces,  in  smiall  increments.  The  won  is 
now  down  about  5%  from  the  high  a 
year  ago  in  April. 

The  Business  Response 

The  recent  rough  economic  weather 
has  caused  Korean  companies  to  fo- 
cus on  what  they  need  to  do  to  survive 
and  grow.  Several  themes  recur,  im- 
proving worker  relations,  increasing  la- 
bor skills  and  upgrading  technology. 


A  major  response  to  rising  wages  in 
the  last  few  years  has  been  to  reduce 
employment  in  manufacturing.  At  the 
same  time,  total  employment  has  con- 
tinued to  rise  as  people  shifted  to  ser- 
vice occupations.  Hours  worked  have 
also  fallen.  Capital  equipment  was  sub- 
stituted for  workers. 

The  second  response  has  been- to 
improve  the  product  mix,  particularly  in 
exports.  This  has  always  been  a  Kore- 
an strategy:  constantly  acquire  new 
technology  to  improve  product  quality 
and  thus  worker  productivity.  The 
quickest  way  to  raise  output  per  worker 
IS  to  produce  something  worth  more. 

However,  the  cost  of  buying  technol- 
ogy has  increased  as  Korea  sought 
more  nearly  state-of-the-art  methods. 
Indeed,  both  Japanese  and  American 
companies  have  become  reluctant  to 
sell  technology  at  all  because  they  see 
Korean  producers  as  competitors. 

One  alternative  has  been  for  Korean 
companies  to  develop  alliances  and 
joint  ventures  with  foreign  firms  BIF,  for 
example,  has  a  contractual  relationship 
with  an  Italian  furniture  design  and 
manufacturing  company,  so  that  its 
brand  name  can  stand  for  the  best  in 
quality  and  style. 

A  second  option  has  been  to  in- 
crease the  national  and  company  effort 
on  research  and  development.  Every 
major  company  group  today — includ- 
ing Hyundai,  Samsung,  Daewoo  and 
Ssangyong — currently  spends  several 
percent  of  sales  on  product  develop- 
ment carried  out  in-house. 

Companies  also  work  closely  with 
government  research  centers,  for  ex- 
ample, developing  the  basic  design  of 
a  four  megabyte  random  access  mem- 
ory computer  chip. 

Business  Alliances 

The  third  tactic  is  to  continue  to  de- 
velop joint  ventures  and  other  kinds  of 
business  alliances.  Hyundai  has  just 
announced  it  will  manufacture  a  re- 
duced instruction  set  chip  using  a  Sun 
Microsystems  specification  in  coopera- 
tion with  two  other  American  compa- 
nies. Samsung  continues  its  close  rela- 
tionship with  Hewlett  Packard.  In  con- 
trast, Daewoo  has  bought  Cordata, 
ZyMOS  and  Leading  Edge  to  provide  it 
with  technology,  U.S.  based  manufac- 
turing facilities  and  marketing. 

Alliances  take  different  forms.  Gener- 
al Motors  has  a  joint  venture  with 
Daewoo  to  make  cars  and  Hyundai  with 
Mitsubishi.  Ssangyong  is  searching  for 
a  partner  in  car  making.  Both  technol- 
ogy and  marketing  are  key  parts  of  the 


relationships,  although  Hyundai  has 
taken  the  unusual  step  of  selling  most 
of  its  cars  in  the  U.S.  through  its  own 
stand-alone  dealer  network. 

Korea  remains  behind  the  developed 
countries  in  many  product  areas.  In  a 
sense,  that  is  fortunate,  because  it 
means  there  are  many  advances  still, 
available  with  which  to  improve  the 
quality  and  lower  the  cost  of  its  manu- 
facturing industry.  The  alternative  of 
developing  its  own  new  technology  is 
both  slow  and  expensive. 

The  Outlook  for  Growth:  7%-8% 

Korea's  prospects  remain  excellent. 
There  is  still  a  large  amount  of  lagging 
technology  which  it  can  buy  and  which  is 
better  than  what  it  is  using.  Moreover, 
Korea  continues  to  better  educate  its 
young. 

The  new  generation,  especially  the 
third  of  the  population  which  is  now 
graduating  from  universities,  is  capa- 
ble of  producing  and  earning  much 
more  than  the  parent  generation.  Some 
20%  of  Korea's  labor  force  is  still  em- 
ployed in  agriculture.  They  or  their  chil- 
dren will  move  to  other,  more  produc- 
tive occupations.  Finally,  women  in  Ko- 
rea remain  underemployed,  compared 
to  developed  countries.  The  new  gen- 
eration of  women  is  increasingly  edu- 
cated and  looking  to  work  both  for  mon- 
etary rewards  and  psychological  fulfill- 
ment. 

The  restructuring  of  the  Korean  econ- 
omy to  better  use  its  talented  hard- 
working citizens  will  take  perhaps  an- 
other generation  to  complete.  Some- 
thing like  that  span  of  time  is  probably 
required  for  Korea  to  catch  up  techno- 
logically in  all  the  major  fields  of  activity. 
Barring  a  global  economic  bust,  Korea 
will  likely  continue  to  grow  at  the  7.7% 
rate  it  has  averaged  since  1953,  until  it 
becomes  a  developed  country  and  its 
growth  rate  declines  to  their  2%-4%.  ■ 

John  T.  Bennett  is  a  consulting  economist. 
Educated  at  i-iarvard,  the  University  of  Califor- 
nia in  Berkeley  and  Stanford,  he  devoted  26 
years  to  the  Foreign  Service,  including  three 
years  as  Economic  and  Commercial  Coun- 
selor at  the  American  Embassy  in  Seoul.  In 
1982.  he  founded  the  Korea  Economic  Insti- 
tute of  America  in  Washington  and  ran  it  until 
this  past  January.  He  remains  a  director. 


Step  up  to  success 
with  Ssangyong  reliability. 


At  Ssangyong,  we've  taken  a  lot  of  steps 
recently  that  add  to  our  50-year  tradition 
of  proven  reliability:  annual  trade  volume 
of  over  $2.5  billion,  Guinness  Book  record 
with  construction  of  the  world's  tallest  hotel 
in  Singapore's  Raffles  City  Complex,  the 
world's  largest  single  cement  production 
facility,  and  total  sales  volume  in  1989  of 
well  over  $7.1  billion. 

And  we  continue  to  grow,  step-by-step, 
in  such  diversified  business  and  industrial 
fields  as  cement,  construction,  oil  refineries, 
automobiles,  machinery,  securities,  insur- 
ance, computers,  electronics,  paper,  shipping 
and  general  trade. 

These  are  all  visual  accomplishments 
based  on  invisible  traditions  of  reliability 
and  responsibility,  mutual  trust  and  respect. 
With  a  growing  number  of  partners  around 
the  world,  we  look  forward  to  continued 
growth  and  progress  in  an  expanding  num- 
ber of  business  activities.  And  we  think  that 
it's  about  time  yqu,  too,  joined  us.  Step  up 
to  new  business  and  industrial  success  with 
a  reliable  name  —  Ssangyong. 


Ssangyong 


•  Central  P.O.  Box  409  Seoul.  Korea  •  Telex:  TWINORA  K23258.  K24630,  K24270,  K28442,  K28215  •  Phone:  270-8114  •  Fax:  273-0981, 274-2896, 273-8297 


A  BIG  BJAME  m  FURMTOE 
MEETS  THE  BIG  APPLE. 


I 


BIF  BUFFS  NEW  YORK 


WE'RE  BIG  IN  HOME  AND  OFFICE        DIRECT  PRICING 


New  York,  you  never  looked  Our  complete  selection  of  premium- 
better.  Two  new  Bif  showrooms  quality  home  and  office  furniture  is 
have  just  arrived  to  add  a  little  manufactured  in  the  most  advanced 
more  polish  to  the  Big  Apple.  automated  factory  in  Korea. 


That's  Bif.  Home  and  office 
furniture  of  world-class  style 
and  quality  at  low,  direct- 
from-manufacturer  prices. 


DIRECT  FROM  ITALY 

We  also  import  directly 
from  over  30  top  Italia 
manufacturers,  bringina 
you  the  latest  styles. 


Bif 

KOREA 


Bif  New  York  Inc.  (212  )  447-5463/73 

Bif  L.A.  Inc.  (213  )  725-0711/4 

Bif  Hong  Kong  Co.,  Ltd.  721-4284/5 

Bif  Japan  Co.,  Ltd.  (03)  5386-6080 

Italy  Branch  362-70014 

Head  Office/Bif  Korea  Co.,  Ltd. 

(032)  433-7971 


DISTRIBUTORS 

■  CHICAGO,  CANADA,  SINGAPORE, 
TAIWAN,  MACAO,  AUSTRALIA, 
INDONESIA,  PHILIPPINES,  TOKYO. 
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The  100  cheapest  foreign  stocks 


Low-P/E  foreign  stocks 
for  contr^ians 


I  AST  YEAR  American  stocks  outperformed  foreign 
-Stocks,  but  that  may  prove  an  aberration.  For  the 
m  three  years  ended  December  1989,  the  Morgan  Stan- 
ley world  index  of  non-U. S.  stocks  climbed  70%  in  dollar 
terms,  versus  a  43%  gain  for  U.S.  stocks. 

With  so  many  U.S.  investors  nov^r  using  computers  to 
find  bargain-priced  U.S.  issues,  the  best  undervalued  situa- 
tions may  be  foreign  shares.  Looking  for  such  stocks,  we 
again  turned  to  Morgan  Stanley  Capital  International  Per- 
spective and  its  extensive  international  database. 

To  be  a  candidate  for  our  cheap  stock  list,  an  issue  had  to 
sell  for  no  more  than  70%  of  the  i'/e  ratio  of  its  national 
index.  Thus,  for  example,  the  Japanese  market  multiple  is 
44  times  earnings,  so  only  stocks  with  iVes  below  31  were 
considered — these  aren't  cheap  stocks,  just  cheaper.  We 
used  a  second  screen  of  relative  valuation  by  dropping  off 
stocks  with  price-to-book  values  in  excess  of  90%  of  the 
price-to-book  ratio  of  the  national  market.  Finally,  we 
eliminated  stocks  with  a  market  capitalization  under  $200 
million,  so  as  to  include  only  those  foreign  stocks  that  are 
fairly  liquid. 

The  stocks  below  are  ranked  in  descending  order  of 


cheapness,  by  p/e  ratio.  Near  the  top  of  the  list,  France's 
Peugeot  Group  is  selling  for  only  4.5  times  1989  earnings. 
This  automaker  is  having  trouble  in  the  U.S.  but  is  doing 
well  in  Europe.  It  is  joined  on  our  1ow-p/e  table  by  Volvo, 
Volkswagen,  Toyota  and  Honda.  These  could  be  real  bar- 
gains if  volume  picks  up  again. 

The  earnings  estimates  in  the  table  come  courtesy  of  the 
International  Institutional  Brokers  Estimate  System,  a  ser- 
vice of  New  York  brokerage  Lynch,  Jones  &  Ryan.  Of  the 
100  companies  listed  below,  only  30  are  expected  to  show 
higher  earnings  in  1 990.  That's  one  reason  for  the  low  p/es.  ' 

Treat  the  table  below  as  a  menu  of  possibilities.  It  may 
be  tougher  to  do  research  on  these  stocks  than  it  is  on,  say, 
Mobil  Oil.  But  a  little  library  work  or  a  call  to  your  broker 
should  help  you  get  the  additional  information  you  need  to 
decide  whether  these  stocks  are  bargains  or  just  cheap. 

As  a  group,  last  year's  100  undervalued  foreign  issues 
were  up  more  than  5%.  That  was  not  very  good  compared 
with  the  U.S.  market,  but  it  was  excellent  compared  with 
other  foreign  stocks:  Morgan  Stanley's  world  index  (ex- 
cluding the  U.S.)  was  up  only  1%.  This  suggests  contrarian 
investing  strategies  can  be  used  globally. 


Company/industry 

Country 

Recent 
price 

($) 

EP 

1989 

1$) 

S 

1990E 

1$) 

P/E 

Yield 

(%) 

Price/ 
book 

Revenue 
(Smil) 

Market 
value 
($mil) 

Arbed  (Lux)/metalssteel 

Belgium 

15352 

70.95 

40.06 

2.2 

4.7 

0.9 

5,634 

1,112 

Valloutec/machinery  &  eng 

France 

66.70 

19.75 

13.13 

3.4 

3.9 

1.1 

1,270 

339 

Repap  Enterprises/forest  products 

Canada 

5.97 

1.51 

0.78 

4.0 

4.0 

0.6 

1,032 

'    311 

Beazer/construction 

United  Kingdom 

2.21 

0.55 

0.36 

4.0 

7.8 

0.3 

3,380 

623 

Free  State  Consolidated  Mines/gold  mines 

South  Africa 

9.11 

2,24 

NA 

4.1 

2.7 

0.6 

1,412 

1,070 

NV  DSM/chemicals 

Netherlands 

61.49 

13.90 

13.28 

4.4 

6.8 

1.1 

5,079 

2,159 

Banque  Natl  Belgique/banking 

Belgium 

944.30 

212.62 

158.58 

4.4 

6.0 

0.6 

NA 

378 

Hoogovens  Groep/metals-steel 

Netherlands 

39.51 

8.86 

7.76 

4.5 

7.6 

0.8 

4,249 

877 

Peugeot  Groupe  SA/automobiles 

France 

144.39 

32.29 

39.73 

4.5 

2.9 

1.4 

23,981 

7,209 

Elkem/metals  nonier 

Norway 

44.21 

9.21 

3-26 

4.8 

3.5 

1.5 

1,474 

614 

Air  Canada/airline 

Canada 

8.75 

1.74 

0.95 

5.0 

- 

0.7 

3,105 

638 

Trelleborg/industnal  comp 

Sweden 

28.22 

5.52 

4.41 

5.1 

3.5 

2.0 

4,108 

1,779 

British  Steel/metals-steel 

United  Kingdom 

2.41 

0.45 

0.37 

5.3 

7.2 

0.7 

8,268 

4,813 

Jennings  Industries/real  estate 

Australia 

1.33 

0.24 

0.20 

5.4 

9.2 

0.9 

924 

253 

FAI  Insurance/insurance 

Australia 

1.19 

0.22 

0.12 

5.5 

5.8 

0.7 

440 

271 

Industrial  Equity/multi-industry 

Australia 

1.64 

0.30 

0.21 

5.5 

7.5 

1.1 

6,091 

1,274 

National  Consolidated/industrial  comp 

Australia 

2.11 

0.38 

0.41 

5.6 

13.5 

1.1 

385 

363 

DAF/machinery  &.  eng 

Netherlands 

15.59 

2.79 

1.26 

5.6 

8.4 

0.7 

2,483 

453 

Pechiney/metals  nonfer 

France 

58.58 

10.35 

9.36 

5.7 

6.7 

1.3 

13,867 

2,960 

Elders  IXL/trading 

Australia 

1.43 

0.25 

0.18 

5.7 

10.5 

1.0 

10,338 

3,143 

Stock  prices  and  earnings  estimate.s  were  converted  into  U.S.  dollars  using  exchange  rates  at  May  31.  Earnings  and  revenues  for  1989  were  converted  using  the 
average  exchange  rate  for  the  previous  12  months  at  fiscal  reporting  date     E:  Estimate.     NA:  Not  available. 

Sources.  Morgan  Stanley  Capital  International  Perspective:  Forbes. 
Earnings  estimates  provided  by  the  Institiitiorud  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan. 
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The  100  cheapest  foreign  stocks 


Company/industry 

Country 

Recent 
price 

1$) 

EPS 

1989 

($) 

1990E 

1$) 

P/E 

Yield 

(%) 

Price/ 
book 

Revenue 

($mil) 

Market 
value 
($mil) 

Amec/construction 

United  Kingdom 

6.69 

1.16 

0.90 

5.8 

6.3 

1.4 

3,268 

472 

News  Corporation  Ltd/media 

Australia 

7.72 

1.29 

0.66 

6.0 

1.0 

0.5 

6,430 

2,072 

Thomson-CSF/aero  &  defense 

France 

22.35 

3.71 

4.05 

6.0 

8.0 

1.0 

5,281 

2,485 

Barratt  Developments/construction 

United  Kingdom 

2.85 

0.47 

0.32 

6.1 

10.5 

1.1 

1,007 

513 

Akzo/chemicals 

Netherlands 

61.90 

10.10 

10.93 

6.1 

6.8 

1.2 

8,835 

2,759 

Royal  Bank  of  Scotland/banking 

United  Kingdom 

3.02 

0.49 

0.47 

6.2 

5.6 

1.0 

5,485 

2,268 

Enso-Gutzeit/forest  products 

Finland 

8.05 

1.28 

1.09 

6.3 

3.4 

0.8 

2,507 

1,123 

Westpac  Banking/banking 

Australia 

3.81 

0.60 

0.54 

6.3 

9.2 

0.8 

10,475 

4,168 

David  Jones/retailing 

Australia 

6.14 

0.97 

1.14 

6.3 

16.3 

1.0 

1,029 

962 

Svenska  Handelsbank/banking 

Sweden 

19.08 

2.99 

3.10 

6.4 

3.5 

1.9 

5,428 

2,627 

Kingfisher  Plc/retailing 

United  Kingdom 

5.47 

0.86 

0.52 

6.4 

4.7 

1.5 

4,741 

2,404 

ICl  Australia/chemicals 

Australia 

3.45 

0.54 

0.27 

6.4 

11.1 

1.2 

2,501 

1,019 

Aican  Aliuniniiun/metals  nonfer 

Canada 

22.62 

3.58 

2.20 

6.4 

4.9 

1.1 

8,839 

5,033 

Dofasco/metals-steel 

Canada 

19.63 

3.02 

1.38 

6.5 

5.6 

0.8 

3,301 

1,289 

Canadian  Pacific  Forest/bldg  materials 

Canada 

27.74 

4.23 

1.66 

6,6 

2.5 

0.9 

2,449 

1,219 

Privatbanken/banking 

Denmark 

46,83 

7.06 

NA 

6.6 

3.3 

0.8 

NA 

1,865 

John  Laing/construction 

United  Kingdom 

4.73 

0.71 

0.65 

6.6 

6.1 

1.2 

2,235 

410 

British  Aerospace/aero  &  defense 

United  Kingdom 

9.06 

1.36 

1.27 

6.7 

5.6 

0.6 

14,897 

2,327 

Burton  Group/retailing 

United  Kingdom 

3.10 

0.46 

0.38 

6.8 

6.8 

1.4 

3,093 

1,732 

Lex  Services/services 

United  Kingdom 

4.40 

0.64 

0.58 

6.8 

7.8 

1.2 

3,279 

410 

Adelaide  Steamship/multi-industry 

Australia 

3.92 

0.57 

0.60 

6.9 

14.1 

1.2 

334 

1,217 

Canfor/forest  products 

Canada 

2-^.15 

3.36 

2.30 

6.9 

2.6 

1.0 

778 

528 

Amstrad/data  processing 

United  Kingdom 

1.07 

0.15 

0,08 

7.0 

3.0 

1.2 

1,074 

610 

Solvay  Group/chemicals 

Belgium 

412.37 

58.73 

70,62 

7.0 

3.8 

1.4 

6,522 

3,417 

Noranda  Forest/forest  products 

Canada 

10.24 

1.45 

0.82 

7.0 

6.7 

0.9 

4,112 

1,011 

National  Australia  Bank  Group/banking 

Australia 

4.96 

0.70 

0.71 

7.1 

9.4 

1.0 

7,464 

4,657 

Skandinavisaka  Enskilda  Banken/banking 

Sweden 

13.21 

1.86 

1.93 

7.1 

3.7 

1.7 

6,506 

3,394 

Electrolux  Gtoup/apphances 

Sweden 

39.80 

5.50 

4.94 

7.2 

5.1 

1.1 

13,169 

2,892 

Cookson  Group/misc  materials 

United  Kingdom 

3.72 

0.51 

0.49 

7.3 

5,4 

1.5 

2,334 

1,354 

Brascan/multi-industry 

Canada 

17.92 

2.45 

1.97 

7.3 

5.0 

1.0 

NA 

1,455 

Donohue/forest  products 

Canada 

8.53 

1  16 

0.79 

7.4 

4.8 

0,8 

.541 

274 

Australian  Consolidated  Minerals/gold  mmes  Australia 

1.15 

0.16 

0.15 

7.4 

2.0 

1,2 

122 

224 

Sovac-Credit  Mobilier/financial  svcs 

France 

132.34 

17.55 

19.79 

7.5 

5.5 

1,0 

NA 

556 

SG  Warburg  Group/banking 

United  Kingdom 

7.05 

0.93 

0.80 

7.6 

4.8 

1.4 

NA 

1,325 

Abbey  National/banking 

United  Kingdom 

3.41 

0.45 

0.49 

7.6 

,V7 

NA 

NA 

4,469 

Granada/leisure 

United  Kingdom 

4.19 

0.54 

0.48 

7.8 

6.6 

1.5 

2,766 

1,263 

GKN/machinery  &.  eng 

United  Kingdom 

6.49 

0.82 

0.79 

7.9 

6.9 

1.5 

3,467 

1,670 

Pioneer  Intemational/bldg  materials 

Australia 

1.67 

0.21 

0.20 

8.0 

6.9 

1.1 

3,155 

1,205 

Caltex  Australia/energy 

Australia 

1,84 

0.23 

0.25 

8.0 

- 

1.2 

1,965 

332 

T  &  N/industrial  comp 

United  Kingdom 

3.05 

0.38 

0.43 

8.0 

7.9 

1.0 

1,948 

1,059 

Stock  prices  and  earnings  estimates  were  converted  into  U  S^  dollars  using  exchange  rates  at  May  31  Earnings  and  revenues  for  1989  were  convened  using  the 
average  exchange  rate  for  the  previous  12  months  at  fiscal  reponing  date     E:  Estimate.     NA:  Not  available 

Sources:  Morgan  Stanley  Capital  International  Perspeaive;  Forh)es. 
Earnings  estimates  proinded  by  the  Institiaional  Brokers  Estimate  System  (IHES),  a  service  of  Lynch,  Jones  &  Ryan 
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The  100  cheapest  foreign  stocks 


Company/industry 

Country 

Recent 
price 

1$) 

EP 

1989 

($) 

S 

1990E 

($) 

P/E 

Yield 

(%) 

Price/ 
book 

Revenue 

($mil) 

Market 
value 

($mil) 

MacMillan  Bloedel/forest  products 

Canada 

15.47 

1.92 

1.27 

8.1 

4.4 

1.2 

2,765 

1,587 

Rhone-Poulenc  Group/chemicals 

France 

79.27 

9.77 

10.73 

8.1 

7.4 

1.2 

11,452 

3,833 

Hoechst  Group/chemicals 

Germany 

169.46 

20.21 

22.32 

8.4 

7.1 

1.6 

24,413 

9,595 

Fletcher  Challenge  Canada/forest  products 

Canada 

14.40 

1.70 

0.50 

8.5 

4.7 

1.1 

1,185 

863 

Volvo  Group/automobiles 

Sweden 

75.03 

8.81 

7.19 

8.5 

3.4 

1.1 

14,115 

4,374 

Credit  Lyonnais/banking 

France 

151.55 

17.71 

.20.61 

8.6 

4.0 

1.1 

24,003 

4,222 

BASF  Group/chemicals 

Germany 

174.11 

20.21 

22.64 

8.6 

6.9 

1.3 

25,328 

9,923 

DFDS/shipping 

Denmark 

571.87 

64.71 

41.51 

8.8 

1.6 

1.6 

615 

229 

Bayer  Group/chemicals 

Germany 

174.40 

19.68 

22.07 

8.9 

6.9 

1.3 

23,031 

11,144 

Thyssen  Group/metals-steel 

Germany 

168.51 

18.71 

19.73 

9.0 

5.5 

2.0 

18,308 

5,293 

Rio  Algom/misc  materials 

Canada 

17.71 

1.94 

1.69 

9.1 

5.1 

1.1 

1,444 

774 

Power  Corp  of  Canada/multi  industry 

Canada 

13.12 

1.42 

1.40 

9.2 

3.9 

1.0 

227 

1,504 

Hees  Intl  Bancorp/financial  svcs 

Canada 

21.34 

2.28 

2.57 

9.4 

3.8 

1.3 

515 

1,690 

Sears  Canada/ietailing 

Canada 

10.03 

1.04 

0.94 

9.7 

2.0 

1.0 

3,853 

857 

Enimont/chcmicals 

Italy 

1.19 

0.12 

0.11 

9.7 

- 

NA 

11,185 

5,040 

Rieter  Holding/machinery  &.  cng 

Switzerland 

1,111.11 

111.86 

NA 

9.9 

5.7 

0.6 

1,149 

431 

Caffaro/chcmicals 

Italy 

1.09 

0.11 

0.12 

10.1 

3.7 

1.4 

447 

297 

BCE/telecomm 

Canada 

33.82 

3.30 

3.35 

10.2 

6.4 

1.3 

14,089 

10,234 

Volkswagen  Group/automobiles 

Germany 

354.41 

31.54 

37.89 

11.2 

2.9 

1.6 

34,760 

11,358 

Baltica  Holding/insurance 

Denmark 

138.13 

11.63 

10.08 

11.9 

0.9 

1.1 

775 

1,830 

Neptune  Orient  Lines/shipping 

Singapore 

1.06 

0.08 

0.07 

12.7 

2.5 

0.8 

678 

487 

United  Overseas  Bank/banking 

Singapore 

3.00 

0.22 

0.16 

13.5 

2.2 

1.8 

NA 

1,660 

EVN  Energie-Versorgung/utilities 

Austria 

753.77 

45.90 

54.62 

16.4 

1.8 

2.0 

566 

716 

Matsushita  Elect  Indl/appliances 

lapan 

14.26 

0.79 

0.78 

18.0 

0.6 

1.6 

42,030 

29,655 

Fuji  Photo  Film/leisure  goods 

Japan 

27.26 

1.46 

1.37 

18.6 

0.3 

2.3 

6,902 

11,544 

Toyota  Motor/automobiles 

lapan 

16.55 

0.88 

0.85 

18.9 

0.8 

2.0 

61,052 

50,477 

Honda  Motor/automobiles 

Japan 

11.76 

0.58 

0.63 

20.1 

0.8 

1.7 

26,970 

11,366 

Leykam-Murztaler  Papier/forest  products 

Austna 

54.44 

2.36 

4.56 

23.1 

1.8 

2.4 

605 

534 

Hitachi  Ltd/elec  &  electron 

Japan 

10.25 

0.43 

0.48 

23.7 

0.6 

2.0 

49,557 

33,066 

Nissan  Motor  Co/automobiles 

Japan 

7.95 

0.32 

0.38 

24.5 

1.2 

1.8 

39,525 

19,941 

Mitsubishi  Electric/elec  &.  electron 

Japan 

6.54 

0.25 

0.23 

26.0 

0.9 

3.3 

20,839 

13,960 

Sony/appliances 

Japan 

56.63 

2.17 

2.26 

26.1 

0.6 

2.1 

20,163 

18,797 

Oji  Paper  Co/forest  products 

Japan 

7.82 

0.30 

0.27 

26.4 

0.7 

3.3 

4,488 

4,750 

Royal  Co/leisure 

Japan 

16.42 

0.62 

0.50 

26.5 

0.8 

2.3 

551 

668 

Orient  Corp/hnancial  svcs 

Japan 

8.93 

0.33 

0.30 

26.9 

0.9 

2.2 

NA 

3,048 

Gakken/media 

Japan 

13.47 

0.49 

NA 

27.4 

0.7 

2.3 

1,169 

1,352 

Best  Denki/retailing 

Japan 

13.07 

0.47 

0.45 

27.7 

1.3 

3.2 

1,426 

1,589 

House  Food/food,  household  products 

Japan 

14.45 

0.50 

0.48 

28.7 

0.8 

2.4 

1,078 

1,492 

Austrian  Airlines/airline 

Austria 

403.69 

13.53 

12.90 

29.8 

1.5 

2.3 

422 

1,020 

Denny's  Japan/leisure 

Japan 

24.44 

0.81 

0.80 

30.2 

0.6 

3.3 

501 

654 

Stock  prices  and  earnings  estimates  were  converted  into  U.S.  dollars  using 
average  exchange  rate  for  the  previous  12  months  at  fiscal  reporting  date. 

Earnings  estitnates  provided 

exchange  rates  at  May  31  Earnings  and  revenues  for  1989  were  converted  using  the 
E:  Estimate.     NA:  Not  available. 

Sources:  Morgan  Stanley  Capital  International  Perspectit'e,  Forbes, 
by  the  Institutional  Brokers  Estimate  System  (IBES),  a  seirice  of  Lynch,  Jones  &  Ryan. 
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Deutsche  Bank  - 

^our  Partner  in  the  World 


Let's  talk  about  relationships 

A  relationship  is  more  than  a  history  of  doing  business.  It's  a  link 
based  on  mutual  understanding  and  trust.  To  grow,  it  must  be 
fostered  through  tangible  effort  and  attention. 
All  of  us  at  Deutsche  Bank  understand  what  it  takes  to  make 
a  relationship  work.  This  understanding  takes  shape  in  all  of  our 
policies,  practices  and  plans. 

Around  the  world,  you'll  find  us  ready  to  talk  business  -  real  busi- 
ness -  today  and  for  tomorrow. 


Deutsche  Bank  Group 


\n 


)eutsche  Bank  AG 
Jew  York  Branch 
Commercial  Banking) 
n  West  52nd  Street 
Jew  York.  NY  10019 
el    (212)474-8000 


Deutsche  Bank  Capital 
Corporation 
(Investment  Banking) 
31  West  52nd  Street 
New  York.  NY  10019 
Tel  :  (212)474-7000 


Further  branches,  subsidiaries 
and  representative  offices 
in  North  America  Chicago. 
Deerfield/IL.  Los  Angeles, 
New  York.  Toronto 


The  500  largest  foreign  companies 


International  giants 
with  impressive  statistics 


HERE  ARE  SOME  Snapshots  of  the  500  largest  pubhcly 
owned  companies  outside  the  U.S.: 
•  As  a  group,  the  Forbes  foreign  500  companies' 
revenues  total  $5.2  trillion,  or  13%  more  than  their  sales 
in  1988.  By  contrast,  the  500  U.S.  companies  with  the 
largest  revenues  grossed  $3.2  trillion  last  year  (see  Forbes, 
/>pr.  30). 

•  The  Forbes  foreign  500  employ  19.8  million  people  and 
earned  aggregate  profits  of  $165  billion.  The  Forbes  U.S. 
Sales  500  employ  19  million  and  netted  $158  billion. 

•  Based  on  market  values  from  their  respective  national 
stock  markets,  the  foreign  companies  are  worth  $3.4  tril- 
lion— that's  20.6  times  earnings. 


The  25  largest  public  companies  outside  the  U.S. 

Company/business 

Country 

Sales      E 
($mil) 

mployees 
(thou) 

Sumitomo  Corp/trading 

lapan 

158,221 

13.0 

C  Itoh  &  Co  Ltd/trading 

lapan 

147,016 

10.0 

Mitsui  &  Co  Ltd/trading 

lapan 

136,578 

10.8 

Marubeni  Corp/trading 

)apan 

131,419 

7.3* 

Mitsubishi  Corp/trading 

lapan 

129,689 

32.0 

Nissho  Iwai  Corp/trading 

Japan 

108,118 

7.2 

Royal  Dutch/Shell/oil  &  gas 

Holland 

85,536 

135.0 

Toyota  Motor  Corp/automotive 

Japan 

61,052 

91.8 

Hitachi  Ltd/multicompany 

Japan 

49,557 

274.5 

British  Petroleum  Co/oil  &  gas 

UK 

48,602 

119.9 

Toyo  Menka  Kaisha/trading 

Japan 

45,055 

3.3 

Nichimen  Corp/trading 

Japan 

42,989 

2.8* 

Nippon  Tel  &  Tel/communications 

Japan 

42,166 

283.3 

Matsushita  El  Ind/consumer  electronicsjapan 

42,030 

198.3 

Daimler-Benz  Group/automotive 

Germany 

40,633 

368.2 

Nissan  Motor  Co  Ltd/automotive 

Japan 

39,525 

129.5 

Kanematsu  Corp/trading 

Japan 

39,219 

2.7* 

Fiat  Group/automotive 

Italy 

38,044 

289.3 

Volkswagen  Group/automotive 

Germany 

34,760 

250.6 

Siemens  Group/electncal  equipment 

Germany 

32,676 

365.0 

Unilever/food  processing 

Holland 

31,256 

300.0 

Toshiba  Corp/multicompany 

Japan 

29,757 

125.0 

Dai-Ichi  Kangyo  Bank/banking 

Japan 

29,628 

18.5* 

Nestle/food  processing 

Switz 

29,341 

196.9 

Tokyo  Electric  Power  CoVutility 

Japan 

28,636 

39.6 

'Not  consolidated. 

The  U.S.  companies  have  an  overall  market  value  of  $2.2 
trillion,  13.9  times  earnings. 

•  Of  the  foreign  500,  Japan  accounts  for  the  most:  195.  It  is 
followed  by  the  U.K.,  with  82;  France,  with  48;  and  Germa- 
ny, with  37. 

•  One  fact  that  merits  reflection:  The  six  largest  compa- 
nies in  the  world  are  all  from  Japan,  but  note  that  all  six  are 
trading  companies:  Their  revenues  represent  values  creat- 
ed by  other  companies  further  down  on  the  production 
chain.  The  largest  foreign  company  is  Sumitomo  Corp., 
with  $158  billion  in  revenues  and  13,000  employees.  The 
largest  U.S.  company  is  General  Motors,  which  has  reve- 
nues of  $127  billion  and  775,000  workers.  But  comparing 


And  25  very  la^  non-publicly  owned 

ones 

Company/business 

Country 

Sales 
($mil) 

Employees 
(thou) 

Nippon  Life  Ins/insurance 

Japan 

47,405' 

14.5 

Dai-ichi  Mutual  Life  Ins/insurance 

Japan 

35,146' 

16.5 

Samsung  Group^/multi-industry 

Korea 

34,663 

176.9 

Zenkyoren/insurance 

Japan 

32,777 

0.8 

Sumitomo  Life  Ins/insurance 

Japan 

31,414' 

11.3 

Renault  Group/automobiles 

France 

27,347 

174.6 

Meiji  Mutual  Life  Ins/insurance 

Japan 

24,916 

7.9 

Credit  Agricole/banking 

France 

22,537 

73.7 

Daewoo  Group/multi-industry 

Korea 

20,067 

91.1 

Tengelmann  Group/retailing 

Germany 

19,933 

150.0 

Asahi  Mutual  Life  Ins/insurance 

Japan 

15,968' 

9.0 

Robert  Bosch  Group/automobiles 

Germany 

15,758' 

165.7' 

Mitsui  Mutual  Life  Ins/insurance 

Japan 

15,269 

32.0 

Groupe  Usinor  Sacilor/metals-steel  France 

15,203 

95.8 

Pemex-Petrol  Mexicanos/oil  &  gas 

Mexico 

15,064 

164.7 

Norinchukin  Bank/banking 

Japan 

13,895 

3.1 

Kuwait  Petroleimi  Corp/energy 

Kuwait 

13,056 

15.4 

Ruhrkohle/energy 

Germany 

12,447 

124.8 

Idemitsu  Kosan  Co  Ltd/energy 

Japan 

11,605' 

5.5 

Krupp  Group/metals-steel 

Germany 

9,415 

65.2 

Statoil  Group/energy 

Norway 

9,244 

11,0 

Sunkyong  Group/multi-industry 

Korea 

9,053 

21.2 

Neste  Group/oil  &.  gas 

Finland 

9,053 

21.2 

Vendex  Intl  Group/retailing 

Holland 

7,312 

55.2 

Bertelsmann/media 

Germany 

6,725 

43.7 

'Figures  are  latest  available,     ^Some  individual  companies  in  the  group  are 
traded  on  the  stock  exchange. 

318 


.u»..i-..ii.»»im^»Mjinn.|iin;Ti,u^i 


■IB 


FORBES,  JULY  23,  1990 


Overview  of  opportunity  in  EC  '92: 
Will  your  facilities  be  ready? 

Seen  from  the  perspective  of  opportunity,  the  12-nation 
European  Community,  with  its  330,000,000  consumefrs,  is  a 
market  of  virtually  limitless  potential. 

Successful  competition  in  this  megamarket  will  require 
advanced  facilities:  factories,  research  laboratories,  distribu- 
tion centers,  intelligent  office  buildings. 

The  Austin  Company,  with  its  comprehensive  design, 
engineering  and  construction  services,  can  help  you 
implement  your  EC  strategies.  These  services  encompass 
the  full  continuum  from  concept  to  implementation. 

Long  established  in  Europe,  Austin  knows  the  region 
intimately.  Austin  offices  have  current  information  on  local 
costs,  conditions  and  sources.  Austin  expertise  and  tech- 
nology are  readily  accessible  and  globally  transferable. 

For  an  on-time  start-up  in  the  EC,  start  with  Austin. 

The  Austin  Company,  3650  Mayfield  Road,  Cleveland, 
Ohio  44121-1734.  Telephone:  (216)  382-6600.  Facsimile: 
(216)  291-6684.  Offices  in  principal  cities  worldwide. 


THE  AUSTIN 
COMPANY 


CONSULTANTS 
DESIGNERS 
ENGINEERS 
CONSTRUCTORS 


The  500  largest  foreign  companies 


the  two  is  apples  and  oranges. 

Once  again  we  created  our  rankings  with  the  help  of  the 
Morgan  Stanley  Capital  International  Perspective  data- 
base, which  supplied  much  of  the  raw  data  on  foreign 
companies.  Reflecting  the  globalization  of  world  equity 
markets,  Morgan  Stanley's  Geneva  research  organization 
now  covers  2,468  publicly  traded  companies  in  21  coun- 
tries, and  has  become  an  invaluable  resource. 

The  earnings  estimates  in  the  tables  come  from  the 
international  database  of  the  Institutional  Brokers  Esti- 
mate System,  a  service  of  New  York  brokerage  firm  Lynch, 
Jones  &  Ryan.  This  operation  brings  together  opinions 
from  2,900  analysts  in  26  countries  covering  5,500  compa- 
nies. According  to  these  forecasts,  the  three  European 
countries  expected  to  see  the  most  earnings  growth  in 
1990  are  Norway,  Ireland  and  Spain.  Other  international 
markets  that  look  particularly  hot,  based  on  earnings 
forecasts,  are  Singapore,  the  Philippines  and  Indonesia. 
There  are  only  three  markets  in  which  analysts  are  expect- 
ing something  of  an  earnings  decline  this  year:  Denmark, 
the  Netherlands  and  Taiwan. 

Revenues,  net  income  and  assets  are  as  of  the  latest 
available  fiscal  year.  As  is  the  common  practice  on  Wall 
Street,  wc  treated  corporate  earnings  with  fiscal  dates  of 
June  1989  or  later  as  1989  earnings.  For  example,  as  of  its 
balance  sheet  date  of  Feb.  28,  1990,  Ito-Yokado  Co.  Ltd.  of 


Japan  reported  fiscal  earnings  of  $1.01  a  share.  We  consider 
these  profits  to  be  its  1989  earnings.  For  those  firms  that 
have  not  reported  1989  results  we  used  the  Institutional 
Brokers  Estimate  System  forecast,  if  it  was  available,  and 
marked  the  figure  with  an  "E." 

Income  and  balance  sheet  information  was  converted 
into  U.S.  currency  using  the  12-month  average  exchange 
rate  as  of  the  reporting  date.  Foreign  assets  were  converted 
into  dollars  using  the  month-end  exchange  rate  as  of  the 
fiscal  date.  Stock  prices,  market  capitalization  and  1990 
earnings  estimates  were  converted  as  of  the  May  31,  1990 
exchange  rate. 

Are  there  big  companies  missing  from  our  rankings? 
There  are.  France's  Renault  and  Norway's  Statoil,  for 
example,  are  not  ranked.  Nor  are  West  Germany's  Tengel- 
mann  Group,  Bosch  Group,  Krupp  Group  and  Bertels- 
mann. The  reason  is  that  these  businesses  are  either 
owned  by  their  respective  governments  or  owned  private- 
ly. The  Forbes  foreign  500  consists  of  publicly  owned 
companies  whose  equity  is  becoming  increasingly  liquid 
and  available  as  the  world's  stock  markets  become 
networked  together.  On  the  bottom  of  page  318  we  show 
the  25  largest  public  foreign  corporations  and,  for  compari- 
son, the  25  largest  nonpublic  foreign  companies. 

An  index  begining  on  page  346  shows  the  page  on  which 
each  of  the  international  500  companies  can  be  found. 


Australia 

P/E12    •    Yield  6%     • 

Market  value  $124  billion    • 

Year  to  date  price 

; change 

-10% 

The  Australian  stock  market,  in  a  slump  since  Septem- 
ber 1989,  has  fallen  by  nearly  10%  (in  U.S.  dollars)  since 
January.   Monetary  policy  remains  tight:   Short-term 
interest  rates  currently  stand  near  15%.  Strength  in  the 
Australian  dollar,  while  good  news  for  inflation,  may 

prove  bad  for  exports.  Contrarians  might  find  opportu- 
nities here.  Citing  an  average  market  p/e  just  over  12, 
Bryan   Madden,    director  of  research  for  Prudential- 
Bache  in  Australia,  believes  Australian  stocks  are  cur- 
rently undervalued. 

1989 
Rank 

Company/business 

Revenue      i 

(Smil) 

Net 
ncome 
l$mil) 

Market 
Assets         value 
(Smil)         (Smil) 

Stock 
price 

($) 

EPS- 

1989 

($) 

Yield 

(%) 

Employees 
(thpu) 

1990E 

($) 

100 

•Coles  Myer  Ltd/retailing 

11,382 

315 

3,704           2,957 

5.65 

0.61 

0.54 

6.1 

166.8 

113 

•Westpac  Banking/banking 

10,475 

638 

84,317           4,168 

3.81 

0.60 

0.54 

9.2 

47.5 

117 

•Elders  IXL  Ltd/trading 

10,338 

546 

7,587           3,143 

1.43 

0.25 

0.18 

10.5 

33.7 

154 

•Broken  Hill  Prop/energy 

8,602 

849 

14,968         10,457 

7.14 

0.64E 

0.71 

3.8 

49.0 

170 

■ANZ  Banking/banking 

8,019 

418 

65,776           3,571 

3.88 

0.69 

0.62 

8.7 

47.0 

187 

•National  Australia/banking 

7,464 

632 

59,115           4,657 

4.96 

0.70 

0.71 

9.4 

35.4 

209 

•Bond  Corp  Holdings/multi-industry 

6,921 

-800 

8,840                42 

0.10 

NA 

NA 

0.0 

20.2 

232 

•News  Corporation  Ltd/media 

6,430 

405 

14,404           2,072 

7.72 

1.29 

0.66 

1.0 

30.9 

249 

■Industrial  Equity/muiti-mdustry 

6,091 

231 

3,347           1,274 

1.64 

0.30 

0.21 

7.5 

23.0 

379 

■CRA  Limited/metals  nonfer 

3,940 

514 

6,364           5,376 

9.29 

0.81 

0.80 

4.8 

21.1 

402 

•Pacific  Dunlop/multi-industry 

3,663 

215 

3,107           2,672 

3.72 

0.31 

0.33 

3.9 

44.8 

414 

■CSR  Group/multi-industry 

3,487 

314 

4,135'         2,910 

4.04 

0.44 

0.47 

6.5 

18.3 

456 

■TNT/trucking,  RR 

3,187 

181 

2,979          1,026 

1.96 

0.34 

0.22 

5.9 

50.7 

462 

■Pioneer  Intl/bldg  materials 

3,155 

146 

2,652           1,205 

1.67 

0.21 

0.20 

6.9 

9.9 

490 

■Boral  Ltd/bldg  niatenals 

2,958 

246 

2,572           2,304 

2.72 

0.29 

0.31 

6.5 

22.0 

•Sponsored  .\DR.     ■.Not  sponsored.     All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  General  note:  Revenue,  net  income  and  1989  EPS  are 
converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and 
exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1989  figures  are  used  unless  noted  Market  value  is  as  of  May  31, 
1990.     'Figures  are  latest  available     E:  E.stimate.     NA:  Not  available. 

Sources  Morgan  Stanley  Capital  International  Perspective;  Forbes 
Earnings  estimates  proi'ided  hy  the  International  Edition  of  Institutional  Brokers  Estimate  System  (IBES) 
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We  now  import  more  than 
40  percent  of  all  the  oil  we  use,  and 
that  percentage  continues  to  grow. 
This  excessive  dependence  on 
foreign  oil  could  poison  America's 
economy  and  our  national  security 
if  our  supply  were  ever  disrupted. 

But  the  more  we  use  nuclear 
energy  instead  of  imported  oil,  to 
generate  our  electricity,  the  less  we 
have  to  depend  on  uncertain  for- 
eign oil  supplies. 


Americas  112  nuclear  electric 
plants  already  have  cut  foreign  oil 
dependence  by  4  billion  barrels 
since  the  oil  embargo  of  1973, 
saving  us  $115  billion  in  foreign 
oil  payments. 

But  112  nuclear  plants  will 
not  be  enough  to  meet  our  rapidly 
growing  demand  for  electricity  We 
need  more  plants. 

Importing  so  much  oil  is  a  dan- 
ger America  must  avoid.  We  need  to 


rely  more  on  energy  sources  we  can 
count  on,  like  nuclear  energy 

For  a  free  booklet  on  nuclear 
energy,  write  to  the  U.S.  Council 
for  Energy 
Awareness, 
P.O.  Box  66080, 
Dept.  SK09, 
Washington, 
D.C.  20035. 

U.S.   COUNCIL  FOR  ENERGY  AWARENESS 


Nuclear  energy  means  more  energy  independence. 


©1990USCEA 
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Belgium 

P/EU    •    Yield  5% 

•    Market  value  $73  billion 

•    Year  to  date  price  change  -5% 

The  Brussels  stock  market  is  small  but  growing  rapidly. 
During  1989  alone,   141   new  securities  were  listed, 
bringing  the  total  to  almost  500.  There  are  155  foreign 
companies  traded,  including  35  from  the  U.S.  Belgium 
has  a  favorable  investment  climate:  Individual  inves- 

tors  pay  no  capital  gains  taxes  and  corporations 
exempt  if  they  hold  a  security  for  at  least  five 
And  there  are  no  specific  restrictions  on  foreign 
tors.  Most  stocks  are  now  traded  through  a  new 
putenzed  trading  system  that  went  into  effect  in 

can  be 

years. 

inves- 

com- 

1989. 

1989 
Rank 

Company /business 

Revenue 
ISniil) 

Net 
income 
(Smil) 

Market 
Assets         value 
l$mil)         (Smil) 

Stock 
price 

($) 

E 

1989 

p*; 

Yield 

(%) 

Employees 
(thou) 

1990E 

1$) 

102 

Pettofina  SA/energy 

11,268 

554 

10,305           7,443 

343.64 

25.02 

29.58 

4.6 

23.6 

192 

Generate  Bank  Group/bankmg 

7,373 

65 

68,119           1,843 

143.18 

11.08E 

18.70 

7.1 

16.4' 

221 

Delhaize  "Le  Lion'Vretailmg 

6,598 

81 

1,953           1,841 

179.55 

7.89 

10.69 

1.3 

55.0 

230 

Solvay  Group/chemicals 

6,522 

485 

6,809           3,417 

412.37 

58.73 

70.62 

3.8 

45.0 

268 

Arbed  SA  lLux)/metalssteel 

5,634 

444 

5,402           1,122 

153.52 

70.95 

40.06 

4.9 

11.5 

282 

GIB  Group/retailing 

5,392 

72 

1,492'          1,220 

39.29 

2.32 

2.77 

2.7 

31.4 

294 

Bank  Bruxelles  Lambert/banking 

5,183 

125 

50,879           1,286 

86.77 

11.00 

11.17 

6.0 

12.1^ 

311 

Cockerill  Sambre  SA/metals-steel 

4,771 

391 

5,215'          1,825 

5.73 

1.22 

1.09 

0.0 

31.0 

328 

Kredietbank  NV/banking 

4,580 

132 

48,199           1,699 

115.12 

8.04 

13.45 

5.3 

11.8 

Canada                         p/eis  •  Yieid4%  • 

Market  value  $238  billion 

•    Year  to  date  price  change  ■ 

-10% 

After  closely  pacing  the  U.S.  stock  market  from  1985  to 
1989,  Canada  is  now  falling  behind.  With  gold  and 
resource  stocks  weak,  the  Canadian  market  lost  9.9% 
in  U.S.  dollars  through  May   1990.  In  contrast,  the 
Wilshire  index  of  U.S.  issues  is  off  0.6%.  Lloyd  Atkin- 

son,  chief  economist  at  the  Bank  of  Montreal,  sees  the 
economy  slowing  to  a  1%  growth  rate  in  1990.  He 
blames  high  interest  rates,  restrictive  fiscal  policy  and 
the  strong  Canadian  dollar.  Another  problem:  uncer- 
tainty over  whether  the  provinces  will  stick  together. 

1989 
Rank 

Company/busmess 

Revenue 

(Smil) 

Net 
income 
(Smil) 

Market 
Assets         value 
(Smil)         (Smil) 

Stock 
price 

1$) 

FPS 

Yield      Employees 
(%)           (thou) 

1989          1990E 

($)               ($) 

78 

BCE  Inc/telecomm 

14,089 

1,014 

33,910         10,234 

33.82 

3.30             3.35 

6.4 

120.0 

105 

Royal  Bank  of  Canada/ banking 

11,111 

444 

97,692           5,742 

19.95 

1.57             2.95 

5.0 

'48.0 

114 

Campeau/real  estate 

10,439 

-1,740 

14,295'               77 

1.74 

-39.59              NA 

0.0 

120.0 

135 

Canadian  Imperial  Bank/banking 

9,476 

378 

85,353           4,118 

23.47 

1.92             3.81 

5.6 

36.5 

138 

Canadian  Pacific  Ltd/multiindustry 

9,308 

629 

16,454           5,977 

18.78 

1.98             1.49 

4.2 

75.6 

143 

Bank  of  Montreal/banking 

8,962 

43 

67,217          2,573 

22.83 

0.03             3.84 

7.9 

33.7 

145 

Alcan  Aluminium  Ltd/metals  nonfer 

8,839 

835 

9,508          5,033 

22.50 

3.58             2.20 

4.9 

57.0 

147 

George  Weston  Ltd/retailing 

8,834 

127 

3,067           1,528 

33.07 

2.53             2.81 

1.8 

56.0 

177 

Noranda/metals  nonfer 

7,735 

373 

12,130           3,140 

16.75 

1.85             1.41 

5.1 

59.0 

195 

Bank  of  Nova  Scotia/banking 

7,306 

186 

68,989           2,258 

11.95 

0.85             2.41 

7.1 

29.6 

247 

Toronto-Dominion  Bank/banking 

6,118 

584 

53,743           4,624 

15.36 

1.85             1.90 

4.2 

28.0 

293 

Provigo  Inc/retailing 

5,192 

26 

1,218              625 

7.25 

0.30             0.65 

2.8 

12.5 

297 

Thomson  Corp/media 

5,112 

420 

6,955           6,812 

12.48 

0.78             0.81 

3.6 

44.6 

330 

Seagram  Co  Ltd/bev  &.  tobacco 

4,508 

711 

10,213           8,169 

86.00 

7.37             8.04 

2.3 

17.6 

337 

Great-West  Lifeco/insurance 

4,476 

92 

16,316              893 

11.31 

1.17             1.37 

3.8 

6.0 

357 

Oshavtra  Group  Ltd/retailing 

4,185 

59 

804              939 

26.67 

1.78             2.01 

1.4 

22.8 

367 

Nova  Corp  of  Alberta/utilities 

4,088 

157 

6,825           2,136 

7.15 

0.54             0.38 

6.2 

12.7 

370 

Hudson's  Bay  Co/retailing 

4,035 

103 

3,286           1,232 

27.63 

2.53             2.49 

2.5 

40.0 

373 

John  Labatt/bev  &  tobacco 

4,021 

112 

2,324           1,355 

17.92 

1.47E           1.73 

3.5 

16.0 

377 

INCO/metals  nonfer 

3,948 

753 

3,665           2,875 

27.63 

7.11             2.77 

3.6 

19.3 

All  figures  except  per-share  items  are  in  millions  of  US.  dollars.  General  note:  Revenue,  net  income  and  IS'89  EPS  are  convened  at  an  average  rate  of  exchange  for 
the  fiscal  year;  assets  are  convened  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For 
companies  with  January,  February  or  March  fiscal  year-ends,  1989  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1990.     'Figures  are  latest 
available.     ''Not  fijUy  consolidated.     E:  Estimate.     NA:  Not  available. 

Sources:  Morgan  Stanley  Capital  InterruUional  Perspective:  Forbes. 
Earnings  estimates  provided  by  the  International  Edition  of  Institutional  Brokers  Estimate  System  (IBES). 
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The  500  largest  foreign  companies       mm^';^ 


Canada 

1989 

Rank     Company/business 

Revenue 

(Smil) 

Net 
income 
(Smil) 

Assets 
(Smil) 

Market 
value 

(Smil) 

Stock 
price 

1$) 

FPS 

Yield 

(%) 

Employees 
(thou) 

1989          1990E 

($)                ($) 

405       Imasco  Ltd/bev  &  tobacco 

3,577 

309 

4,645 

3,714 

31.15 

2.42             2.79 

3.5 

83.8 

441       Dofasco/metals-steel 

3,301 

219 

4,397 

1,289 

19.63 

3.02            1.38 

5.6 

22.7 

459       Royal  Trustco  Ltd/banking 

3,178 

224 

34,398 

1,581 

12.70 

1.44             1.57 

4.8 

8.7 

461       Natl  Bank  of  Canada/banking 

3,170 

27 

28,896 

931 

7.79 

0.05             1.58 

7,9 

12.3 

465       Crownx/multi-industry 

3,126 

44 

1,061 

263 

9.92 

0.95              NA 

3.4 

30.7 

471       Air  Canada/airlines 

3,105 

126 

3,551 

638 

8.75 

1.74             0.95 

0.0 

23.2 

France                           p/ed  •  Yieid3% 

•    Market  value  $358  billion 

•    Year  to  date  price  change  6% 

Measured  by  its  capitalization  of  $358  billion,  France's 
is  the  third-largest  European  stock  exchange.  Its  futures 
market,  matif,  is  among  the  largest  in  the  world.  The 
French  stock  market  underwent  major  reforms  in  1988 
as  Bourse  membership  was  transferred  from  individuals 

to  firms.  Other  financial  institutions  and  corporations, 
both  French  and  foreign,  may  now  invest  in  French 
brokerage  houses.  Most  trading  in  France  is  executed  on 
a  continuous  basis  between  10  a.m.  and  5  p.m.  through 
an  electronic  trading  system. 

1989 
Rank 

Company/business 

Revenue 

(Smil) 

Net 
income 

(Smil) 

Market 
Assets         value 
(Smil)         (Smil) 

Stock 
price 

(S) 



1989 

(S) 

FPS 

Yield 

(%) 

Employees 
(thou) 

1990E 

1$) 

37 

Credit  Lyonnais/banking 

24,003 

491 

210,727           4,222 

151.55 

17.71 

20.61 

4.0 

61.5 

38 

■Peugeot  Groupe  SA/automobiles 

23,981 

1,614 

16,151'          7,209 

144.39 

32.29 

39.73 

2.9 

158.1 

39 

•Elf  Aquitaine  Group/energy 

23,510 

1,129 

33,181         13,685 

122.92 

10.14 

15.07 

4.5 

78.0 

42 

Generate  d'Elec/elec  &  electron 

22,570 

774 

30,943         11,404 

111.22 

7.54 

7.53 

2.6 

210.0 

43 

Suez  Group/banking 

22,538 

636 

125,163           9,702 

81.52 

5.37 

7.46 

2.2 

75.0 

46 

BNP  Group/banking 

21,235 

535 

231,463           5,019 

85.38 

9.10 

11.30 

4.4 

60.3 

59 

TOTAL  Fran^aise  des  Petroles/energy 

16,911 

346 

15,276           4,496 

123.79 

9.52 

11.89 

4.2 

41.2 

61 

Societe  Generale/banking 

16,334 

558 

175,787           6,661 

107.20 

9.00 

11.50 

3.7 

46.0 

65 

Generate  des  Eaux/services 

15,470 

287 

18,663           8,918 

475.77 

15.83 

20.69 

1.9 

1.54.0 

72 

Paribas  Group/banking 

14,316 

541 

138,668           7,893 

115.76 

9.58 

11.01 

2.7 

26.5 

79 

Pechiney/metals  nonfer 

13,867 

523 

13,384           2,960 

58.58 

10.35 

9.36 

6.7 

70.0 

80 

GAN-Assur  Nationales/insurance 

13,589 

392 

38,010          3,556 

391.97 

42.65 

48.91 

NA 

26.0 

95 

Carrefour  Group/retailing 

11,577 

185 

5,279           4,093 

640.77 

29.00 

38.25 

2.5 

46.6 

98 

•Rhone-Poulenc  Group/chemicals 

11,452 

473 

14,371           3,833 

79.27 

9.77 

10.73 

7.4 

86.0 

116 

Saint-Gobain/misc  materials 

10,360 

676 

13,449           6,381 

102.84 

10.89 

12.73 

3.7 

87.8 

121 

UAP-Union  des  Assur/insurance 

10,107 

536 

35,385'         9,136 

108.77 

7.93 

9,31 

2,1 

29.9 

151 

Michelin  Group/industrial  comp 

8,661 

384 

11,021           2,344 

22.37 

3.74E 

4.08 

2.8 

119.8 

164 

Promodes  Group/retailing 

8,128 

136 

2,580'          1,132 

733.30 

34.80 

39.88 

1.6 

33.2 

182 

■BSN-Groupe/food,  household 

7,628 

423 

9,729           8,224 

151.55 

7.79 

9.70 

2,0 

49.7 

183 

Schneider  SA/machinery  &  eng 

7,570 

137 

10,561'          2,659 

190.31 

11.73 

12.26 

1.7 

75.0 

193 

Bouygues  Group/construction 

7,367 

90 

7,255           1,812 

116.46 

5.77 

7.63 

3.1 

59.2 

218 

AGF-Assur  Generales/insurance 

6,730 

403 

25,207           4,605 

209.34 

18.31 

21.82 

1.7 

17.8 

239 

Credit  Commercial/banking 

6,229 

110 

45,603           1,850 

41.99 

2.50 

3.04 

2.2 

12.3 

276 

Casino  Groupe/retailing 

5,494 

NA 

2,647           1,248 

25.07 

1.67 

1.84 

6.3 

38.2 

291 

•Thomson  CSF  SA/aero  &.  defense 

5,281 

413 

18,107'          2,485 

22.35 

3.71 

4.05 

8.0 

420 

296 

■Groupe  Bull/data  processing 

5,129 

-59 

5,367              607 

12.59 

-1.41 

NA 

0.0 

43.6 

306 

CFAO-Fran  de  I'Afrique/ trading 

4,888 

47 

3,783           1,219 

103.54 

4.11 

6.57 

2.9 

31.3 

309 

Credit  Foncier/banking 

4,822 

85 

53,127           2,366 

246.18 

8.81 

20.24 

3.5 

3.5^ 

312 

Lafarge  Coppee/bldg  materials 

4,759 

341 

7,429           4,541 

85.73 

6.44 

7.93 

2.7 

31.0 

•Sponsored  ADR     "Not  sponsored     All  figures  except  per-share  items  are  in  millioas  of  US.  dollars  General  note:  Revenue,  net  income  and  1989  EPS  are 
converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  convened  at  fiscal  year-end  rate  Revenue  figures  are  for  group  or  consolidated  operations  and 
exclude  excise  taxes  and  duties.  For  companies.with  January,  Februarv'  or  March  fiscal  year-ends,  1989  figures  are  used  unless  noted.  Market  value  is  as  of  May  31, 
1990.     'Figures  are  latest  available.     ^Not  fully  consolidated.     ^Based  on  current  cost  accounting.     E:  Estimate     NA:  Not  available. 

Sources.  Morgan  Stanley  Capital  International  Perspective;  Forbes. 
Earnings  estimates  provided  by  the  International  Edition  of  Institutional  Brokers  Estimate  System  (IBES) 
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^1500  MILES  FROM  AUSrRAUA,THE  QE2 
.■■,    .    REUES  ON  rrS  SATELLTTE 
NAVIGAnON  SYSTEM,  ITS  DOPPLER  LOG 
AND  ITS  MURATA  FAX  MACHINE. 


The  Queen  Elizabeth  2  uses  a  Murata  fax  to  relay  manifests,  weather  reports  and  supply  requests  to  the 
next  port.  Sixteen  years  ago  Murata  was  a  pioneer  in  the  fax  market.  Today  we're  a  leader  with  a  complete 


For  marc  ii^ormation,  cdl  I  -800-543-4636,  outside  ^  US.  cdH  214-403-3300. «  mu™^  Bm,«,>  sy^^  J9S9 


line  of  feature  packed,  easy-to-use  machines.  They're  extremely  reliable,  too 
Which  is  critical,  even  if  your  office  isn't  thousands  of  miles  from  shore. 

MURAIA 

ForThe  Most  Important  Business 
InlheWorld.Yoursr' 


The  500  largest  foreign  companies 


France 

1989 
Rank 

Company/business 

Revenue- 
|$mil) 

Net 

income 
($mil) 

Assets 
($mil) 

Matket 
value 
;$mil) 

Stock 
price 

($) 

EPS 

1989 

($) 

Yield 

1%) 

Employees 
(thou) 

1990E 

1$) 

329 

Hachette  SA/media 

4,537 

74 

3,601' 

1,404 

71.41 

3.76 

3.84 

1.4 

31.0 

335 

Dumez  Group/construction 

4,485 

89 

4,006' 

1,231 

111.22 

8.02 

9.21 

2.7 

28.9 

339 

Groupe  Printemps/retailing 

4,446 

82 

2,740' 

843 

124.49 

12.13 

7.79 

2.9 

30.0 

341 

L'Aite  Liquide  Group/chemicals 

4,428 

283 

5,265' 

5,894 

131.65 

6.32 

7.86 

2.6 

27.0 

353 

■L'Oreal  Group/personal  care 

4,259 

283 

3,936 

5,424  . 

937.58 

48.90 

51.40 

1.7 

28.4 

369 

SAE-Aux  d'Enterprise/construction 

4,061 

32 

4,367 

772 

193.63 

7.96 

13.16 

4.1 

26.0 

392 

Euromarche  SA/retailmg 

3,793 

-9 

1,466' 

766 

682.67 

-8.31 

5.74 

0.0 

20.4 

394 

Docks  de  Ftance/retailing 

3,789 

37 

1,406 

790 

696.64 

33.54 

45.43 

2.4 

21.1 

403 

OCP-Off  Comm  Pharm/chemicals 

3,655 

14 

857 

237 

108.25 

6.41 

8.99 

3.2 

6.1 

419 

MATRA/aero  &  defense 

3,462 

95 

4,471' 

1,665 

71.67 

4.08 

5.30 

2.9 

21.0 

429 

Lyonnaise  des  Eaux/services 

3,390 

114 

5,067' 

3,702 

128.68 

4.59 

5.39 

1.9 

43.0 

435 

GTM-Entrepose/construction 

3,354 

18 

3,581' 

637 

298.56 

8.47 

17.41 

1.9 

24.5 

438 

CMB  Packaging/misc  materials 

3,341 

177 

4,409 

2,771 

36.84 

2.12 

2.82 

2.6 

33.7 

450 

IMETAL/metals  nonfer 

3,254 

74 

1,316 

725 

64.08 

6.51 

7.07 

3.5 

5.9 

467 

Accor  SA/Ieisure 

3,122 

95 

2,483' 

3,221 

1 76.34 

5.59 

7.16 

1.9 

66.0 

477 

•LVMH/bev  &  tobacco 

3,078 

460 

5,467 

9,888 

813.62 

35.89 

45.94 

2.0 

13.3 

480 

■Valeo/industnal  comp 

3,063 

147 

3,143 

1,344 

109.47 

11.95 

15.57 

2.2 

34.2 

482 

Chargeurs  SA/multi-industry 

3,041 

110 

3,741 

1,239 

189.26 

16.93 

20.70 

3.9 

21.0 

489 

HAVAS/services 

2,958 

150 

1,739' 

3,942 

118.73 

3.95 

5.08 

1.3 

9.4 

Germany 


P/E  17    •    Yield  3%    •    IVlarket  value  $369  billion    •    Year  to  date  price  change ' 


The  reunification  of  the  two  Germanys  will  not  be  West  Germany's  economy  to  continue  to  expand,  and 

without  setbacks.  A  surge  of  East  German  immigrants  grow  4%  over  the  coming  year.  West  German  firms  like 

is  straining  the  West  German  economy.  And  it  could  Volkswagen  have  already  made  deals  with  East  Germa- 

cost  an  estimated  $500  billion  to  rebuild  East  Ger-  ny.  Reflecting  the  prospects,  the  West  German  mar- 

many's  infrastructure.  Nevertheless,  analysts  expect  ket's  p/e  is  the  second  highest  in  Europe,  after  Austria. 


1989 

Rank      Company/business 


Net 
Revenue     income 
($mil)         ($mil) 


Assets 
l$mil] 


Market 
value 
($mil) 


Stock 
price 

1$) 


1989 

($) 


-EPS- 


1990E 

1$) 


Yield 

{%) 


Employees 
(thou) 


15     aDaimler-Benz  Group/automobiles 


40,633 


3,420        36,952         22,498     482.85 


27.13 


32.07 


2.3 


368.2 


19     aVolkswagen  Group/automobiles 


34,760 


523         33,496         11,358     354.41 


31.54 


37.89 


2.9 


250.6 


20     aSiemens  Group/elec  &.  electron 


32,676 


787 


34,470 


21,214     426.00 


24.21 


28.32 


2.7 


365.0 


31        VEBA  Group/utilities 


26,174 


672    20,362'   11,087  252.47 


15.48 


18.85 


4.0 


94.7 


33     ■BASF  Group/chemicals 


25,328 


1,072         20,689 


9,923      174.11 


20.21 


22.64 


6.9 


137.0 


34     BHoechst  Group/chemicals 


24,413 


,026 


19,637 


9,595      169.46 


20.21 


22.32 


7.1 


169.3 


41     aBayer  Group/chemicals 


23,031 


1,108         21,284         11,144      174.40 


19.68 


22.07 


6.9 


170.2 


47     bRWE  Group/utihties 


20,995 


339 


21,967 


11,954     283.11 


11.96 


15.15 


2.9 


78.2 


53     ■Thyssen  Group/metals-steel 


18,308 


408 


11,179 


5,293      168.51 


18.71 


19.73 


5.5 


133.8 


58       Allianz  Worldwide/insurance 


16,932E 


0         18,581'       24,888  1,508.37 


30.62E 


37.15 


0.7 


43.1 


63     BDeutsche  Bank  Group/banking 


15,745 


699       202,606 


18,962     458.99 


23.33E 


29.17 


2.8 


56.6 


77       BMW-Bayer  Motoren/automobiles 


14,104 


297         12,186 


5,526     350.87 


18.78 


34.37 


3.3 


66.3 


91     aMannesmann  Group/machinery  &.  eng 


11,877 


246 


9,553 


6,058      209.46 


12.77 


14.83 


3.5 


125.8 


1 10       Metallgesellschaft/multi-industry 


10,758 


76 


4,8 


2,812     370.02 


12.07 


14.59 


2.5 


24.5 


•Sponsored  ADR.  BNot  sponsored.  All  figures  except  per-share  items  are  in  millions  of  US.  dollars.  General  note:  Revenue,  net  income  and  1989  EPS  are 
converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  convened  at  fi.scal  year-end  rate  Revenue  figures  are  for  group  or  consolidated  operations  and 
exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1989  figures  are  used  unless  noted.  Market  value  is  as  of  May  31, 
1990.     'Figures  are  latest  available,     '^Not  fully  consolidated.     E:  Estimate.     NA:  Not  available. 

Sources:  Morgan  Stanley'  Capital  International  Perspective;  Forhes 
Earnings  estimates,  provided  by  the  International  Edition  of  histitiitional  Brokers  Estitnate  System  (IBES) 
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In  the  universe 
of  financial  services, 

J=r  A  POWERFUL  FORCE  ' 

lion  of  capital,  the  SunAmerica  IC  I7]\^pDpI\fP 

companies  offer  some  of  the      lO  JuifiljlVvllilVJ* 

most  sought-after  financial  services  in  America. 
Tax-deferred  savings  plans.  14  mutual  funds.  Financial 
planning.  Investment  counseling.  And  trust  services. 

Together,  our  three  life  insurance  companies.  Sun  Life, 
Anchor  National  and  First  SunAmerica,  rank  among  the 
top  1%  of  all  U.S.  life  insurers  in  assets. 

Our  three  NASD  broker-dealers.  Royal  Alliance, 
SunAmerica  Securities  and  Anchor  Financial,  form 
the  largest  independent  financial  planning  network 
in  America. 

SunAmerica  Asset  Management  is  one  of  the  nation's 
top  performing  money  managers.  And  Resources  Trust  is 
one  of  the  largest  trust  companies  in  the  United  States. 

When  looking  for  secure  investments,  strong  perform- 
ance and  sound  financial  advice,  look  to  SunAmerica. 
The  safe  place.  And  make  your  future  a  brighter  one. 


SunAmerica 


Making  The  Future  Brighter 

,        .  1-800-445-SUN2  •  '    •• 

11601  Wiishire  Boulevard.  Los  .Angeles,  California  90025-1748 
The  SunAmerica  Companies  are  wholly-owned  subsidiaries  of  Broad  Inc.  (NYSE:BRO). 

'   •  •        .  *  • 

in  Life  Insurance  Company  of  America  -  Los  Angeles  •  Anchor  National  Life  Insurance  Company  ~  Los  Angeles 

,  .  First  SunAmerica  Life  Insurance  Company  ~  New  York  • 

1        SunAmerica  Asset  Management  Corp  ~  New  York  •  Anchor  National  Financial  Services  ~  Phoenix 
Royal  Alliance  Associates  ~  New  York  •  SunAmerica  Securities  ~  Dallas  •  Resources  Trust  Company  ~  Denver 


The  500  largest  foreign  companies 


Germany 

1989 
Rank 

Company/business 

Revenue 
(Smil) 

Net 
income 
(Smil) 

Assets 
(Smil) 

Market 
value 
(3rail) 

Stock 
price 

($) 

EPS 

1989 

($) 

Yield 

(%) 

Employees 
(thou) 

1990E 

($) 

118 

■Dresdner  Bank/banking 

10,299 

335 

145,423 

8,538 

244.52 

14.71E 

17.46 

4.5 

36.9 

140 

MAN  Group/machinery  &  eng 

9,188 

128 

7,712 

4,115 

284.00 

10.52 

14.60 

2.6 

62.0 

149 

Preussag  Group/multi-industry 

8,700 

149 

7,626 

3,763 

266.32 

14.41 

19.36 

2,8 

65.7 

160 

■Commerzbank/banking 

8,264 

296 

112,825 

4,096 

163.50 

11.20E 

13.61 

5.1 

27.6 

179 

Degussa  AG/misc  materials 

7,675 

93 

3,549 

2,009 

275.16 

16.57 

18.28 

3.7 

33.7 

206 

■Deutsche  Luhhansa/airlines 

6,944 

58 

7,234 

3,018 

101.05 

3.32E 

3.84 

3,6 

51.9 

207 

Munchener  Ruck  '/insurance 

6,935 

32 

16,446 

8,579 

1,349.28 

15.91 

15.85 

0.7 

1.7 

208 

Kaufhof/retailing 

6,924 

47 

2,791 

3,200 

382.10 

8.51 

11.16 

2.0 

44.2 

211 

Karstadt  Group/retailing 

6,893 

74 

2,766' 

2,876 

399.48 

8.74 

12.93 

2.3 

67.2 

223 

Co  op  AG/retailing 

6,5771 

NA 

NA 

NA 

NA 

NA 

NA 

0.0 

42.6 

227 

■Bayer  Vereinsbank/banking 

6,535 

148 

102,256 

3,133 

219.77 

18.35E 

21.15 

5.4 

15.0 

243 

Henkel  Group/food,  household 

6,191 

193 

5,030 

5,058 

360.00 

16.49 

20.92 

2.3 

38.1 

256 

Bayer  Hypotheken/banking 

5,913 

151 

90,129 

3,659 

221.54 

19..50E 

22.57 

5.4 

11.9' 

267 

■Hoesch  Group/metals-steel 

5,680 

38 

5,124 

1,475 

207.40 

19.15 

22.98 

4.4 

44.5 

273 

VIAG  Group/multi-industry 

5,550 

141 

7,023 

3,813 

241.57 

15.00 

19.07 

3.0 

34.7 

302 

Feldmuhle  Nobel/misc  materials 

5,057 

86 

4,075 

2,426 

303.21 

12,23 

15.24 

3.0 

35.4 

303 

Asko/retailing 

4,973E 

67E 

1,971' 

1,785 

540.30 

23.94 

30.47 

2.5 

93.0 

338 

■Continental  Group/industrial  comp 

4,458 

121 

3,184 

1,528 

175.58 

13.83 

16.50 

4,2 

47.5 

356 

Philipp  Holzmann  AG/construction 

4,186 

78 

1,352' 

2,500 

889.70 

12.31E 

16.75 

1.0 

28.4 

444 

VEW-Vereinigte  Elek/utiluics 

3,276 

81 

6,049 

2,6?4 

131.69 

6.05 

7.07 

4.2 

8.1 

470 

Scheting  Group/personal  care 

3,109 

120 

3,622 

2,791 

469.60 

21.81 

25.30 

2.5 

25.3 

497 

Hochtief/construction 

2,906 

42 

2,563 

3,903 

780.70 

12.35E 

18.43 

1.2 

26.2 

500 

Linde  AG/machinery  &  eng 

2,900 

96 

2,653 

3,389 

588.03 

22.34 

28.11 

2.2 

15.1 

Italy 


P/E  15    •    Yield  3%    •    Market  value  $186  billion     •    Year  to  date  price  change  7% 


Italy  has  only  about  240  investor-owned  companies, 
representing  about  7%  of  Europe's  total  market  value. 
How^ever,  the  capitalization  of  the  Italian  market,  cur- 
rently $186  billion,  has  increased  50%  from  last  year. 
Italy's  financial  center  is  in  Milan.  There  are  relatively 


few  individual  investors,  and  most  trading  activity  oc- 
curs off  the  exchange  floor.  In  the  first  quarter  inflation 
declined  to  an  annual  rate  of  6.2%,  allowing  monetary 
policy  to  be  eased:  In  May  the  discount  rate  was  cut 
from  13.5%  to  12.5%. 


1989 

Rank     Company/business 


Net 
Revenue     income 
(Smil)         (Smil) 


Assets 
(Smil) 


Market 
value 
(Smil) 


Stock 
price 

1$) 


1989 

1$) 


-EPS- 


1990E 

1$) 


Yield      Employees 
(%)  (thou) 


18     ■Fiat  Group/automobiles 


38,044 


2,412         40,492'        17,850  8.56 


1.03 


1.26 


3.5 


289.3 


84     ■STET/telecomm 


12,920 


37,430' 


9,153 


5.17 


0.39E 


0.49 


3.1 


116.2 


89       Ferruzzi  Gtoup/multi-industry 


12,076E 


227 


24,854 


3,298 


2.55 


0.16 


0.22 


1.4 


44.5 


94       Generali  Group/insurance 


11,629E 


473    28,390    18,663   35.21 


0.78E 


0.95 


0.8 


21.2 


104       EnimontSpA/chemicals 


11,185 


522 


14,153 


5,040 


1.19 


0.12 


5.8 


52.7 


202       Pirelli  SpA/industriai  comp 


7,007 


172 


8,637'  2,334  2.38 


0.23E 


0.25 


3,7 


70.3 


222       Olivetti  Group/data  processing 


6,582 


148         10,892 


3,331 


5.84 


0.25 


0.43 


3.7 


56.9 


409       .^litalia/airlmes 


3,516 


-161 


3,009' 


1,055 


1.40 


-0.23 


0.01 


0.0 


27.5 


422       SME/food,  household 


3,437 


71 


1,975'  1,501  3,44 


0.16 


0.18 


2.6 


20.0 


•Sponsored  ADR  ■Not  sponsored.  All  figures  except  per-share  items  are  in  millions  of  U.S  d<jllars.  General  note:  Revenue,  net  income  and  1989  EPS  are 
converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and 
exclude  excise  taxes  and  duties.  For  companies  with  January,  February'  or  March  fiscal  year-ends,  1989  figures  are  used  unless  noted.  Market  value  is  as  of  May  .31, 
1990.     'Figures  are  latest  available.     ^Not  fully  consolidated.     E:  Estimate.     NA:  Not  available. 

Source^:  Morgan  Stanley  Capital  International  Perspective;  Forbfs. 
Earnings  estimates  provided  by  the  International  Edition  of  Institutional  Brokers  E'slimate  System  (IBESl 
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The  500  largest  foreign  eompanies 


Japan                        p/e  m 

•    Yield  1%    •    Market  value  $3v428  bilUon 

•    Year  to  date  price  change 

-22% 

And  you  think  Wall  Street  is  volatile!  In  December 
1989  Japan's  market  capitalization  reached  $4.1  tril- 
lion, more  than  five  times  its  value  in  December  1985, 
thanks  in  big  part  to  the  dollar's  devaluation  against  the 
yen.  Then,  in  the  first  quarter  of  1990,  Japanese  equities 

lost  $1.2  trillion.  Since  then  it  has  recouped  10%  of  its 
loss,  but  the  Nikkei  average  (as  of  June  25,  1990)  is  still 
off  20%  from  its  Dec.  1989  peak.  In  1989  Americans 
invested  another  $3  billion  in  Japan;  other  foreigners 
sold  $13  billion. 

1989 

Rank     Company/business 

Revenue 

($mil) 

Net 
income 

($mil) 

Assets 
($mil) 

Market 
value 

ISmil) 

Stock 
price 

($) 

EPS^ 

1989 

1$) 

Yield 

(%) 

Employees 
(thou) 

1990E 

1$) 

1       Sumitomo  Corp/trading 

158,221 

350 

35,681 

9,331 

8.80 

0.36 

0.31 

0.6 

13.0 

2     ■€  Itoh  &  Co  Ltd/trading 

147,016 

246 

48,156 

8,904 

6.25 

0.17 

0.19 

0.5 

10.0 

3     •Mitsui  &  Co  Ltd/trading 

136,578 

255 

61,169 

10,455 

6.83 

0.17 

0.23 

0.6 

10.8 

4     iMarubeni  Corp/trading 

131,419 

235 

51,889' 

8,256 

5.58 

0.16 

0.09 

0.6 

7.3^ 

5     iMitsubishi  Corp/trading 

129,689 

423 

74,288 

16,719 

10.71 

0.26 

0.30 

0.5 

32.0 

6       Nissho  Iwai  Corp/trading 

108,118 

129 

28,077' 

4,799 

6.12 

0.18 

0.17 

0.5 

7.2 

8     "Toyota  Motor  Corp/automobiles 

61,052 

2,634 

49,639 

50,477 

16.55 

0.87 

0.85 

0.8 

91.8 

9     •Hitachi  Ltd/elec  &  electron 

49,557 

1,477 

49,650 

33,066 

10.25 

0.43 

0.48 

0.6 

290.8 

11       Toyo  Menka  Kaisha/ trading 

45,055' 

47' 

13,480' 

3,690 

5.52 

0.09E 

0.08 

0.6 

3.3 

12       Nichimen  Corp/trading 

42,989 

64 

13,872' 

2,237 

5.29 

0.15 

0.16 

0.6 

2.8^ 

13       Nippon  Tel  &  Tel/telecomm 

42,166 

1,917 

72,655 

118,881 

762.05 

12.29 

9.69 

0.4 

283.3 

14     •Matsushiu  Electric/appliances 

42,030 

1,652 

49,944' 

29,655 

14.26 

0.79 

0.78 

0.6 

198.3 

16     iNissan  Motor  Co  Ltd/automobiles 

39,525 

812 

36,546 

19,941 

7.95 

0.32 

0.38 

1.2 

129.5 

17       Kanematsu  Corp/trading 

39,219 

61 

11,144 

1,312 

6.35 

0.30 

0.29 

0.8 

2.7^ 

22       Toshiba  Corp/elec  &  electron 

29,757 

924 

32,960 

22,926 

7.23 

0.29 

0.29 

0.8 

125.0 

23     aDai-Ichi  Kangyo  Bank/banking 

29,628 

1,015 

437,437 

49,606 

15.90 

0.46 

0.35 

0.4 

18.5^ 

25       Tokyo  Electric  Powers/utilities 

28,636 

518 

77,645' 

41,709 

31.14 

0.39 

0.46 

1.1 

39.6 

26     BSanwa  Bank  Ltd/banking 

27,587 

1,134 

388,980 

45,632 

15.77 

0.39 

0.37 

0.4 

13.6' 

27     BMitsubishi  Bank  Ltd/banking 

27,019 

998 

354,290' 

47,199 

16.42 

0.35 

0.35 

0.3 

14.5' 

28     •Honda  Motor  Co  Ltd/automobiles 

26,976 

572 

18,090 

11,366 

11.76 

0.58 

0.63 

0.8 

79.2 

30     ■Sumitomo  Bank  Ltd/banking 

26,815' 

1,620' 

409,448' 

55,854 

17.74 

0.47E 

0.43 

0.3 

16.0' 

35     •NEC  Corp/elec  &  electron 

24,113 

597 

23,435 

20,465 

13.47 

0..J9 

0.36 

0.4 

114.6 

44     ■Fuji  Bank  Ltd/banking 

22,353' 

1,420' 

367,187' 

53,207 

18.39 

0.47E 

0.36 

0.3 

15.0' 

48     ■Mitsubishi  Electric/elec  &  electron 

20,839 

537 

20,492' 

13,960 

6.54 

0.25 

0.23 

0.9 

85.7 

49       Nippon  Steel  Corp/metals-steel 

20,543' 

609' 

26,285' 

28,193 

4.09 

0.1 2E 

0.10 

0.8 

57.2' 

51     •Sony  Corp/appliances 

20,163 

720 

27,800 

18,797 

56.63 

2.17 

2.26 

0.6 

95.6 

55     ■Indl  Bank  of  Japan/banking 

18,093' 

653' 

270,004' 

67,661 

28.77 

0.30E 

0.26 

0.2 

5.6' 

56     ■Fujitsu  Ltd/data  processing 

17,852 

607 

18,902 

17,406 

9.66 

0.34 

0.39 

0.6 

115.0 

57       Mitsubishi  Motors/automobiles 

17,043' 

148' 

11,337' 

5,329 

6.24 

0.16E 

0.15 

0.6 

37.9 

60       Mazda  Motor  Corp/automobiles 

16,804 

164 

9,960' 

6,513 

6.08 

0.15 

0.16 

0.8 

28.1' 

62       Mitsubishi  Heavy/machinery  &.  eng 

15,963 

473 

23,658' 

23,509 

7.03 

0.14 

0.19 

0.7 

56.2 

64     BDaiei  Inc/retailing 

15,561 

67 

7,964' 

5,641 

14.58 

0.17 

0.19 

0.7 

16.4' 

69     ■Mitsui  Taiyo  Kobe*/banking 

14,749' 

608' 

221,565' 

49,840 

15.11 

0.29E 

0.29 

0.3 

11.0' 

70       Kansai  Electric  ^/utilities 

14,563 

392 

40,856' 

24,821 

25.62 

0.41 

0.39 

1.3 

24.7 

73     ■Tokai  Bank  Ltd/banking 

14,290' 

498' 

240,083' 

23,537 

11.63 

0.19 

0.24 

0.5 

12.2' 

74     ■Bank  of  Tokyo  Ltd/banking 

14,246' 

473' 

199,962' 

19,131 

9.59 

0.20E 

NA 

0.5 

17.0 

75       Nippon  Oil  Co  Ltd/energy 

14,226' 

220' 

13,465' 

10,113 

8.28 

0.14E 

0.12 

0.5 

9.7 

81       Toyota  Tsusho  Corp/uading 

13,359' 

65' 

5,427' 

1,923 

7.69 

0.24E 

0.21 

0.6 

1.8' 

86       Long-Term  Credit  Bk/banking 

12,762' 

412' 

184,688' 

32,468 

135.33 

2.32E 

1.94 

0.4 

3.5' 

88     BBridgestone  Corp/industrial  comp 

12,242 

70 

1 1,436 

8,073 

10.51 

0.09 

0.17 

0.8 

93.2 

•Sponsored  ADR     "Not  sponsored    All  figures  except  per-share  items  are  in  millions  of  US  dollars  General  note;  Revenue,  net  income  and  1989  EPS  are 
convened  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  convened  at  fiscal  year-end  rate  Revenue  figures  are  for  group  or  consolidated  operations  and 
exclude  excise  taxes  and  duties.  For  companies  wjth  January,  February  or  March  fiscal  year-ends,  1 989  figures  are  used  unless  noted.  Market  value  is  as  of  May  3 1 . 
1990.     'Figures  are  latest  available.     ^Not  fully  consolidated.     E:  Estimate.     NA:  Not  available     ''Revenues,  net  income  and  assets  are  for  Mitsui  Bank  before 
merger  with  Taiyo  Kobe  Bank.                                                                                                   Sources.  Morgan  Stanley  Capital  Interrational  Perspeaive;  Fokbes. 

Earnings  estimates  protrided  by  the  International  Edition  of  Instilutional  Brokers  Estimate  System  (IBFS). 
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The  500  largest  foreign  companies 


Japan 

1989 
Rank 

Company/business 

Revenue 

($mil> 

Net 
income 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

Stock 
price 

($) 

EPS 

1989 

1$) 

Yield 

(%) 

Employees 
(thou) 

1990E 

($) 

90 

Chubu  Electric  PoweH/utilities 

11,973 

301 

30,276' 

17,929 

24.31 

0.41 

0.38 

1.4 

20.5 

92 

•Ito-Yokado  Co  Ltd/retailing 

11,810 

415 

6,091 

11,342 

27.79 

1.01 

1.02 

0.5 

30.7 

93 

■Taisei  Corp/construction 

11,788' 

130' 

14,820' 

9,565 

9.39 

0.20E 

0.21 

0.6 

12.2^ 

101 

Sumitomo  Trust/financial  svcs 

11,307' 

617' 

116,630' 

17,558 

14.12 

0.45E 

0.40 

0.4 

6.8^ 

106 

Kawasho  Corp^/trading 

11,079' 

13' 

5,436' 

831 

6.90 

0.19E 

0.17 

0.6 

1.5 

107 

■Kajima  Corp/construction 

11,062 

200 

12,859 

12,557 

13.14 

0.21 

0.24 

0.6 

16.0^ 

108 

■Mitsubishi  Trast/hnancial  svcs 

10,956' 

634' 

124,195' 

18,555 

14.26 

0.46E 

0.40 

0.4 

6.3^ 

109 

■NKK  Corp/metals-steel 

10,759' 

715' 

20,197' 

16,201 

4.60 

O.IOE 

0.10 

0.7 

23.4^ 

111 

Cosmo  Oil  Co  Ltd/energy 

10,712 

67 

8,044' 

3,834 

6.77 

0.12 

0.08 

0.5 

3.1^ 

112 

Mitsui  Trust  &  Bank/financial  svcs 

10,579' 

530' 

186,445' 

12,985 

10.84 

0.38E 

0.33 

0.5 

6.5^ 

120 

Showa  Shell  Sekiyu/energy 

10,235 

59 

5,675 

2,386 

8.74 

0.22 

0.15 

0.5 

2.4^ 

122 

Shimizu  Corp/construction 

10,104' 

122' 

13,033' 

11,238 

14.32 

0.23 

0.29 

0.4 

10.7^ 

123 

■Sanyo  Electric  Co/appliances 

10,022 

123 

14,180 

12,653 

6.64 

0.07 

0.07 

0.8 

55.5 

124 

■Isuzu  Motors  Ltd/machinery  &  eng 

9,911 

123 

7,256 

6,909 

6.83 

0.12 

0.09 

0.5 

13.4^ 

127 

•Canon  Inc/leisure-goods 

9,792 

278 

11,405 

8,457 

11.50 

0.38 

0.43 

0.7 

44,4 

130 

Kobe  Steel  Ltd/metals-steel 

9,745' 

199' 

15,040' 

11,813 

4.19 

0.06E 

0.07 

0.8 

21.7^ 

132 

Nippon  Express  Co/trucking,  RR 

9,592 

121 

5,928' 

8,512 

7.95 

0.11 

0.10 

0.4 

50.3^ 

133 

■Jusco  Co  Ltd/retailing 

9,586 

109 

5,609 

4,611 

14.98 

0.33 

0.38 

0.8 

23.3 

134 

■Sumitomo  Metal  Ind/metalsstecl 

9,535' 

452' 

14,843' 

12,486 

4.14 

0.1 2E 

0.12 

0.8 

20.6^ 

136 

■Nippondenso  Co/industrial  comp 

9,444 

351 

9,028 

12,446 

15.11 

0.49 

0.43 

0.6 

49.4 

137 

■Sharp  Corp/appliances 

9,416 

292 

12,930 

12,676 

12.02 

0.28 

0.29 

0.6 

34.0 

144 

■Kawasaki  Steel  Corp/metals-steel 

8,896' 

378' 

13,339' 

13,350 

4.11 

0.1 3E 

0.12 

0.8 

18.4^ 

153 

■Yasuda  Trust  &  Bank/financial  svcs 

8,610' 

476' 

80,598' 

13,360 

12.74 

0.43E 

0.36 

0.4 

5.6 

155 

■Japan  Air  Lines/airlines 

8,514' 

157' 

9,216' 

19,922 

117.59 

1.43E 

1.46 

0.3 

21.2^ 

158 

Seiyu  Ltd/retailing 

8,273 

54 

7,548' 

2,758 

14.91 

0.29 

0.29 

0.7 

11.6^ 

161 

■Asahi  Chemical  Inds/chemicals 

8,262 

299 

7,602' 

8,532 

6.28 

0.22 

0.17 

0.7 

22.9 

162 

■Nomura  Securities/financial  svcs 

8,199' 

1,966' 

34,935' 

32,564 

16.62 

1.06E 

0.70 

0.6 

15.0 

165 

Mitsubishi  Kasei^/chemicals 

8,122E 

175E 

10,778' 

7,460 

5.30 

0.12 

0.10 

0.7 

8.9^ 

167 

Kyushu  Electric  ^/utilities 

8,100' 

279' 

22,242' 

9,780 

20.89 

0.43E 

0.36 

1.6 

14.6 

168 

Tohoku  Electrics/utilities 

8,061' 

257' 

17,160' 

10,618 

21.35 

0.46E 

0.37 

1.5 

13.7 

173 

■Asahi  Glass  Co  Ltd/misc  materials 

7,922 

428 

8,551 

15,153 

13.01 

0.37 

0.35 

0.5 

9.3^ 

174 

■Kumagai  Gumi  Co  Ltd/construction 

7,9 12E 

70E 

14,111' 

5,477 

8.08 

0.13 

0.13 

0.7 

8.4^ 

175 

Nichii  Co  Ltd/retailing 

7,862 

101 

5,697 

4,244 

15.50 

0.35 

0.39 

0.8 

15.4 

181 

Taiyo  Fishery  Co/food,  household 

7,632E 

13E 

3,395' 

1,449 

4.83 

0.08E 

0.09 

0.4 

13.5 

184 

Nippon  Credit  Bank/bankmg 

7,559' 

297' 

119,811' 

19,207 

111.02 

1.91E 

1.80 

0.4 

2.4 

186 

Dai  Nippon  Printing/services 

7,492 

287 

7,210' 

10,015 

13.40 

0.38 

0.38 

0.5 

20.8 

188 

Mitsui  Real  Estate/real  estate 

7,422 

284 

18,978' 

10,624 

13.34 

0.36 

0.37 

0.5 

8.0 

189 

Ohbayashi  Corp/construction 

7,399 

84 

10,239 

8,491 

11.43 

0.25E 

0.25 

0.4 

11.3 

190 

Toyo  Trust  &  Bank/financial  svcs 

7,392' 

370' 

125,296' 

9,736 

12.42 

0.40E 

0.36 

0.4 

5.3^ 

194 

Takashimaya  Co  Ltd/retailing 

7,308 

116 

4,244' 

4,338 

19.84 

0.53 

0.61 

0.3 

8.0^ 

197 

Snow  Brand  Milk  Prod/food,  household 

7,165' 

52' 

3,077' 

2,090 

7.42 

0.21E 

0.19 

0.6 

8.2^ 

198 

■Toppan  Printing  Co/services 

7,134' 

226' 

5,964' 

7,763 

12.09 

0.39E 

0.36 

0.5 

10.9^ 

200 

■Mitsukoslii/retailing 

7,081 

51 

2,821' 

6,061 

12.61 

0.11 

0.12 

0.3 

11.6^ 

203 

■Sumitomo  Electric/industrial  comp 

7,002 

186 

5,768' 

7,395 

10.51 

0.26 

0.29 

0.5 

13.8' 

210 

■Fuji  Photo  Film/leisure-goods 

6,902 

619 

9,281 

11,544 

27.26 

1.46 

1.37 

0.3 

18.2 

•Sponsored  ADR.     BNot  sponsored.     All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  General  note:  Revenue,  net  income  and  1989  EPS  are 
convened  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  convened  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and 
exclude  excise  taxes  and  duties.  For  companies  with  January.  February  or  March  fiscal  year-ends,  1989  figures  are  used  unless  noted.  Market  value  is  as  of  May  31, 
1990.     'Figures  are  latest  available.     ^Not  fully  consolidated.     E:  Estimate.                              Sources.  Morgan  Stanley  Capital  International  Perspective:  Forbes. 

Earnings  estimates  provided  by  the  International  Edition  of  histitiitional  Brokers  Estimate  System  (IBES). 
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I    r- 


Making  a  world 
of  difference. 


World  finance  has  a  new  leader  and  a 
new  look. 

They're  Mitsui  Taiyo  Kobe  Bank  and  its 
cherry  blossom  symbol. 

One  measure  of  our  standing  is  101 
overseas  offices  in  3  I  countries. 
Expanded  reach  that's  equaled  by  our 
professional  range  in  commercial  and 
investment  banking. 

It  means  you  can  draw  on  exceptional 
resources,  expertise  and  experience. 
And  that  can  make  a  world  of  difference 
in  today's  financial  markets. 

You'll  be  seeing  more  of  the  Mitsui 
Taiyo  Kobe  cherry  blossom,  lust  a  quiet 
reminder  that  we're  ready  to  serve  you 
as  you  grow. 


MITSUI  TAIYO  KOBE  BANK 

Head  Office:  3-1,  Kudan  Minami  1-chome,  Chiyoda-ku,  Tokyo  100-91,  Japan 


The  500  largest  foreign  companies 


Japan                         p/e  m 

•    Yield  1%    •    Market  value  $3,428  billion     • 

Year  to  date  price 

change 

-22% 

1989 
Rank 

Company /business 

Revenue 

(Smil)   ■ 

Net 
income 
($mU) 

Assets 
(Smil) 

Market 
value 
(Smil) 

Stock 
price 

(S) 

EPS 

1989 

1$) 

Yield 

(%) 

Employees 
(thou) 

1990E 

(S) 

212 

Suzuki  Motor  Co  Ltd/automobiles 

6,883 

39 

4,728' 

2,414 

5.91 

0.10 

0.16 

0.8 

13.3' 

215 

•Tokio  Marine  &  Fire/insurance 

6,839' 

725' 

58,126' 

15,927 

10.31 

0.22E 

0.20 

0.5 

11.0^ 

216 

Kawasaki  Heavy/machinery  &  eng 

6,830' 

91' 

7,531' 

8,832 

6.64 

0.08E 

0.08 

0.5 

17.0' 

217 

Simiitomo  Chemical  Co/chemicals 

6,821 

254 

7,516 

7,617 

4.70 

0.16 

0.14 

0.8 

12.5 

219 

Nippon  Mining  Co  Ltd/energy 

6,728' 

107' 

7,086' 

6,112 

6.90 

0.09E 

0.07 

0.5 

5.4' 

226 

■Matsushita  Elec  Work/elec  &  electron 

6,54.S 

233 

6,009 

8,258  ■ 

13.66 

0.39 

0.38 

0.6 

15.2' 

228 

Daiwa  Bank  Ltd^/banking 

6,530' 

305' 

162,915' 

14,240 

10.05 

0.24E 

0.20 

0.5 

8.7 

233 

■Kyowa  Bank  Ltd^/banking 

6,407' 

281' 

105,112' 

10,896 

8.34 

0.18 

0.21 

0.6 

7.9 

234 

■Sekisui  House  Ltd/construction 

6,389 

260 

7,095' 

7,568 

13.20 

0.45 

0.49 

0.9 

10.0' 

236 

■Daiwa  Securities  Co/fmancial  svcs 

6,371E 

1,225E 

38,983' 

14,965 

11.17 

0.39 

0.53 

0.8 

9.4 

238 

Chugoku  Electric^/utiliues 

6,245' 

242' 

16,342' 

7,636 

21.02 

0.44E 

0.35 

1.6 

11.4 

241 

•Komatsu  Ltd/machinery  &  eng 

6,210 

191 

8,550' 

7,940 

8.01 

0.19 

0.21 

0.7 

21.6 

242 

■Saitama  Bank  Ltd^/banking 

6,203' 

226' 

96,956' 

9,565 

9.46 

0.26E 

0.26 

0.5 

7.8 

245 

Ishikawajima-Harima/machinery  &.  eng 

6,128' 

104' 

8,598' 

10,236 

7.88 

0.09E 

0.09 

0.3 

15.4' 

257 

■Toray  Industries/chemicals 

5,910 

283 

7,324' 

7,659 

5.52 

0.20 

0.14 

0.9 

26.2 

259 

•Ricoh  Co  Ltd/data  processing 

5,846 

111 

5,290 

4,773 

7.42 

0.17 

0.23 

0.9 

37.0 

260 

Yasuda  Fire  &  Marines/insurance 

5,799' 

128' 

21,166' 

6,819 

7.69 

0.13 

0.13 

0.6 

10.8 

261 

Itoman  &  Co  Ltd/trading 

5,775' 

47' 

9,110' 

1,566 

8.87 

0.25E 

0.24 

0.5 

1.4' 

262 

Daimaru/retailing 

5,759 

29 

2,527' 

2,571 

9.53 

0.11 

0.10 

0.3 

7.2' 

264 

•Kubota  Ltd/machinery  &.  eng 

5,748 

53 

6,303' 

10,361 

7.36 

0.04 

0.09 

0.6 

15.7' 

265 

Kinki  Nippon  Railway/trucking,  RR 

5,699' 

120' 

8,432' 

10,994 

7.23 

0.09E 

0.07 

0.5 

11.5' 

266 

Tokyo  Gas  Co  Ltd/utilities 

5,684' 

315' 

7,151' 

15,154 

5.39 

0.08E 

0.07 

0.6 

12.8' 

269 

Dainippon  Ink  &  Chem/chemicals 

5,622 

57 

5,626' 

3,787 

4.82 

0.07 

0.07 

0.8 

20.1 

272 

■Furukawa  Electric/industnal  comp 

5,567' 

91' 

4,985' 

4,181 

6.40 

0.15E 

0.13 

0.6 

7.1' 

275 

Mitsubishi  Metal/metals  nonier 

5,525 

106 

5,539' 

4,176 

6.08 

0.16 

0.14 

0.6 

7.2' 

281 

Hanwa  Co  Ltd^/retailing 

5,405 

154 

35,777' 

9,638 

25.56 

0.41 

0.42 

0.3 

1.2 

283 

Fuji  Electric  Co  Ltd/elec  &  electron 

5,384 

97 

5,445' 

5,171 

7.29 

0.14 

0.13 

0.6 

12.8' 

284 

Daihatsu  Motor  Co/automobiles 

5,364 

10 

3,613' 

2,286 

5.37 

0.1  OE 

0.11 

0.7 

18.6 

285 

Takeda  Chemical  Ind/personal  care 

5,356' 

303' 

6,715' 

10,088 

11.56 

0.37E 

0.30 

0.6 

13.7 

286 

Chori  Co  Ltd/trading 

5,355' 

11' 

3,043' 

572 

7.09 

0.1 6E 

0.14 

0.5 

1.5' 

288 

Mitsubishi  Oil  Co/energy 

5,317' 

68' 

4,363' 

2,902 

8.41 

0.1 7E 

0.13 

0.4 

2.4' 

289 

Toshoku  Ltd/trading 

5,315 

18 

3,479 

1,227 

11.23 

0.17 

0.18 

0.3 

0.6' 

292 

Toyo  Seikan  Kaisha/misc  materials 

5,239' 

182' 

3,921' 

4,252 

25.29 

1.21E 

1.12 

0.2 

6.4' 

298 

Hokkaido  Takushoku/banking 

5,108 

139 

75,585 

7,393 

7.95 

0.15 

0.16 

0.5 

6.6' 

300 

■Nippon  Yusen  Kaisha/shipping 

5,068' 

23' 

7,430' 

7,340 

6.41 

0.04E 

0.05 

0.4 

2,0' 

301 

■All  Nippon  Airways/airlines 

5,059 

106 

6,503' 

15,435 

11.23 

0.08 

0.09 

0.3 

12.3' 

304 

Sekisui  Chemical/bldg  materials 

4,904' 

179' 

4,286' 

5,462 

10.18 

0.42E 

0.40 

0.5 

5.4' 

305 

■Hino  Motors^/machinery  &  eng 

4,901 

69 

2,127' 

2,632 

7.36 

0.19 

0.17 

0.5 

8.3 

315 

Tonen  Corp/energy 

4,726 

184 

4,758 

7,051 

10.91 

0.31 

0.27 

1.5 

2.3 

319 

Osaka  Gas  Co  Ltd/utilities 

4,654' 

260' 

6,361' 

11,785 

4.67 

0.07E 

0.06 

0.7 

9.5' 

322 

■Fuji  Heavy  Inds/automobiles 

4,630 

-Al 

5,522' 

2,604 

4.47 

-0.07 

0.03 

1.2 

15.8' 

324 

Nippon  Meat  Pack/food,  household 

4,620' 

90' 

2,727' 

2,487 

12.09 

0.48E 

0.43 

0.7 

14.8 

325 

Aisin  Seiki  Co  Ltd/industrial  comp 

4,600' 

94' 

3,101' 

2,855 

10.58 

0.39E 

0.36 

0.7 

9.8' 

326 

■Kiiin  Brewery  Co  Ltd/bev  &.  tobacco 

4,598 

222 

8,310 

12,577 

12.55 

0.22 

0.22 

0.4 

8.0' 

327 

■Kanebo  Ltd/textile,apparel 

4,594 

9 

4,787' 

2,483 

5.00 

0.06E 

0.06 

0.7 

8.1' 

•Sponsored  ADR     "Not  sponsored     All  figures  except  per-share  items  are  in  millions  of  US  dollars.  General  note:  Revenue,  net  income  and  1989  EPS  are 
converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  convened  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and 
exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1989  figures  are  used  unless  noted.  Market  value  is  as  of  May  31, 
1990.     'Figures  are  latest  available.     ^Not  fully  consolidated.     E:  Estimate.                              Sources:  Morgan  Stanley  Capital  Intemationai  PerspeaitX:  Forbes. 

Earnings  estimates  provided  by  the  International  Edition  of  Institutional  Brokers  Estimate  System  (I BBS). 
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Witness  the  destruction 
of  an  entire  department. 


ifc,-. 


1 


Don't  blink.  Six  months  worth  of 
new  orders  and  over  fitirv'  thousand 
customers  are  about  to  be  wiped  off  the 
face  of  the  earth. 

By  accident. 

62%  of  all  hard  disk  data  loss  is  due 
to  operator  error.  Unless  you  back  up 


your  department  with  3M  data  cartridge 
tape  technolog),  you're  at  the  mercy  of 
ever)'  finger  tip  in  the  company. 

All  our  data  cartridge  tapes  are  backed 
with  20  years  of  experience.  12  revo- 
lutionary patents.  And  are  the  choice 
of  IBM.  Apple.  And  Hewlett-Packard. 


Fact  is,  you  simply  can't  find  better 
protection  for  your  company  docu- 
ments. So  don't  take  chances.  Back  up 
everything  on  a  3M  data  cartridge  tape. 
It's  the  safest  way  to  avoid  destruction. 
Call  1-800-888-1889  ext.  5 
for  more  information. 


The  500  largest  foreign  companies 


Japan 

1989 
Rank 

Company/business 

Revenue 

(Smil) . 

Net 
income 
(Smil) 

Assets 
(SmU) 

Market 
value 
(Smil) 

Stock 
price 

1$) 

EPS 

1989 

($) 

Yield 

1%) 

Employees 
(thou) 

1990E 

($) 

331 

Ube  Industries  Ltd/misc  materials 

4,506' 

152' 

6,342' 

4,018 

4.83 

0.08E 

0.07 

0.7 

7.3^ 

333 

■Oji  Paper  Co  Ltd/forest  products 

4,488 

180 

5,074' 

4,750 

7.82 

0.30 

0.27 

0.7 

5.5^ 

336 

Uny  Co  Ltd/retailing 

4,477 

64 

2,921' 

2,556 

14.19 

0.36 

0.39 

0.8 

14.0 

342 

■Bank  of  Yokohama  Ltd^/banking 

4,426' 

158' 

82,484' 

9,208 

8.67 

0.1 7E 

0.16 

0.4 

6.6 

344 

■Daiwa  House  Ind/construction 

4,382 

175 

4,613 

7,361 

15.70 

0.50 

0.54 

0.5 

8.5 

346 

■Kao  Corp/food,  household 

4,341 

125 

4,031' 

5,506" 

10.77 

0.24 

0.27 

0.5 

6.5^ 

347 

Oki  Electric/elec  &  electron 

4,335 

119 

4,416 

4,111 

6.90 

0.23E 

0.20 

0.7 

13.8^ 

349 

■Teijin  Ltd/chemicals 

4,319' 

159' 

6,298' 

4,960 

5.14 

0.1 9E 

0.17 

0.9 

11.0 

352 

■Fujita  Corp/construction 

4,272' 

66' 

8,379' 

4,854 

10.84 

0.18 

0.19 

0.5 

5.5 

358 

Toda  Construction  Co'/construction 

4,181 

86 

4,656 

3,323 

14.58 

0.37 

0.34 

0.4 

5,5 

359 

■Nippon  Suisan  Kaisha/food,  household 

4,155' 

22' 

2,316' 

1,474 

4.98 

0.06E 

0.05 

0.7 

3.5^ 

360 

Yamaha  Motor  Co  Ltd/leisure-goods 

4,152 

47 

3,614' 

1,845 

8.01 

0.20 

0.19 

0.5 

7.4 

361 

Showa  Denko  KK/chemicals 

4,117 

54 

4,456 

5,521 

5.32 

0.05 

0.10 

0.7 

5.1^ 

363 

Nippon  Light  Metal/metals  nonier 

4,116' 

115' 

3,562' 

2,792 

6.34 

0.21E 

0.17 

0.5 

4.3^ 

364 

■Marui/retailing 

4,115 

194 

4,440' 

6,901 

20.76 

0.58 

0.62 

0.6 

9.4^ 

371 

Shinsho  Corp-^/trading 

4,029' 

3' 

1,894' 

635 

8.08 

0.09E 

0.09 

0.4 

1.0 

375 

Ajinomoto  Co/food,  household 

3,976' 

123' 

5,311' 

9,015 

13.93 

0.21E 

0.19 

0.5 

9.5 

376 

Hazama  Corp/construction 

3,954 

37 

4,036 

3,248 

10.12 

0.12 

0.16 

0.5 

4.9 

380 

Nagase  &  Co  Ltd/trading 

3,929' 

53' 

2,069' 

1,309 

8.67 

0.36E 

0.32 

0.6 

1.2^ 

381 

■Toyobo  Co  Ltd/tcxtilc, apparel 

3,922' 

57' 

3,724' 

3,789 

5.49 

0.09E 

0.08 

0.6 

8.2^ 

382 

Sumitomo  Metal  Minin/metals  nonfer 

3,914' 

105' 

3,502' 

5,352 

10.71 

0.25E 

0.21 

0.4 

3.2^ 

385 

Jujo  Paper  Co  Ltd/forest  products 

3,890' 

124' 

4,332' 

2,727 

5.72 

0.26E 

0.18 

0.8 

4.5^ 

393 

Matsuzakaya/retaihng 

3,789 

67 

1,620' 

7,653 

49.27 

0.43 

0.45 

0.1 

7.1^ 

397 

Daikyo^/real  estate 

3,732 

116 

9,483' 

3,998 

21.74 

0.63 

0.78 

0.7 

2.4 

399 

Mitsui  Toatsu  Chems/chemicals 

3,711' 

126' 

4,403' 

3,781 

4.99 

0.1 9E 

0.17 

0.7 

5.4^ 

400 

Haseko  Corp/construction 

3,710 

91 

7,414' 

3,737 

8.74 

0.21 

0.24 

0.8 

2.6 

401 

■Konica/leisure-goods 

3,695 

16 

3,880 

3,657 

10.25 

0.09E 

0.09 

0.6 

'5.1^ 

404 

•Pioneer  Electronic/appliances 

3,585 

207 

2,954 

7,090 

39.48 

1.23 

1.26 

o.a 

12.9 

410 

Iwatani  IntI  Corp/utilities 

3,508' 

20' 

2,260' 

1,724 

7.29 

0.1  OE 

0.09 

0.4 

2.0^ 

411 

Yamaha  Corp/leisure-goods 

3,494 

43 

3,439' 

2,472 

12.81 

0.22 

0.19 

0.5 

12,6^ 

413 

Tokyu  Construction/construction 

3,487 

24 

3,980 

1,724 

8.87 

0.13 

0.10 

0.6 

6.3 

416 

Mitsui  OSK  Lines  Ltd/shipping 

3,485' 

44' 

5,638' 

6,610 

6.31 

0.04E 

0.05 

0.4 

1.7^ 

417 

Simiitomo  Rubber/industrial  comp 

3,472 

48 

3,116 

1,591 

10.25 

0.34 

0.31 

0.5 

4.9^ 

420 

■Nisshin  Steel/metals-steel 

3,446' 

244' 

6,035' 

6,576 

6.47 

0.26E 

0.22 

0.6 

7.1^ 

421 

Sanyo-Kokusaku  Pulp/forest  prods 

3,446' 

84' 

3,209' 

2,331 

5.19 

0.1 6E 

0.12 

0.9 

7.7 

426 

Toyota  Automatic  Loom^/mach  &  eng 

3,407' 

101' 

2,354' 

5,631 

20.04 

0.44E 

0.40 

0.4 

7.4 

432 

Asahi  Breweries  Ltd/bev  &.  tobacco 

3,363 

28 

8,206 

5,049 

12.68 

0.09 

0.19 

0.3 

6.9 

433 

Isetan/retailing 

3,36  IE 

58E 

2,142' 

5,615 

25.62 

0.25 

0.27 

0.3 

5.6^ 

434 

Honshu  Paper/forest  products 

3,360' 

30' 

3,751' 

5,599 

16.55 

0.09E 

0.08 

0,2 

6.3^ 

436 

Hokkaido  Electric  ^/utilities 

3,352' 

179' 

10,239' 

4,624 

21.48 

0.48E 

0.42 

1.5 

6.5 

437 

•TDK.'electromc  comp 

3,347 

162 

3,788' 

5,414 

43.16 

1.29 

1.45 

0.6 

19.4 

439 

Sankyo  Co  Ltd/personal  care 

3,321' 

110' 

3,083' 

6,083 

17.01 

0.32E 

0.34 

0.3 

6.0^ 

445 

Nichirei/food,  household 

3,274' 

33' 

1,746' 

2,349 

7.62 

0.1 2E 

0.11 

0.5 

2.5^ 

448 

Genera!  Sekiyu  Group/energy 

3,257' 

64' 

2,259' 

1,867 

9.20 

0.28E 

0.10 

0.0 

1.4^ 

449 

■Taisho  Marine  &  Fire/insurance 

3,255' 

265' 

26,323' 

5,252 

7.62 

0.19E 

0.17 

0.6 

6.9^ 

•Sponsored  ADR.    ■Not  sponsored.     All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars  General  note:  Revenue,  net  income  and  1989  EPS  are 
converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  convened  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and 
exclude  exci.se  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1989  figures  are  used  unless  noted.  Market  value  is  as  of  May  31, 
1990.     'Figures  are  latest  available.     ^Not  fully  consolidated.     E:  Estimate.                              Sources:  Morgan  Stanley  Capital  International  Perspective;  Forbes. 

Earnings  estimates  provided  by  the  International  Edition  of  Institutiorwl  Brokers  Estimate  System  (IBES). 
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Your  wait  for  an  easv-to-use 
PC  compatible  is  over. 


Presenting  the 
business-class 
Tandy®  2500  XL. 


With  MS-DOS®  3.3  and  Tandy's  unique 
DeskMate  graphical  user  interface  built  in, 
you  can  start  to  work  in  seconds.  Instead 
of  a  blank  screen  and  cryptic  commands, 
you're  greeted  with  DeskMate— the  easy, 
plain-English  approach  to  computing. 

Built-in  convenience 

A  16-bit  VGA  adapter  is  included 
for  high  resolution  graphics.  And 
printer  and  mouse  ports,  en- 
hanced sound  and  speech  capa- 
bility, a  1.44MB  31/2"  disk 
drive  and  controllers  for  a 
second  disk  drive  are  all  built  in.        ' —  ~ 

Expand  witli  ease 

An  innovative  hinged  bay  swings  open  for  adding 
an  extra  3V2"  and  5  V2"  drive,  a  math  coprocessor 
and  modem.  Our  SmartDrive™  technology  lets 
you  add  a  hard  drive  without  the  need — or 
expense — of  a  separate  controller. 

Build  a  CD-ROIVI  library 

This  new -for- 1990  office  (or  home  office)  PC  is 
expandable  with  an  internal  CD-ROM  drive,  so 
you  can  access  complete  reference  works  like  the 


iM  OXUii 


:vrY\  \^-r-\ 


eSi^^^^^:^\yjz^^t 


new  Compton  's  MuhiMedia  Encyclopedia™  and 
other  multimedia  CDs,  available  in  ever- 
increasing  numbers. 

Easy  to  buy... or  lease 

See  the  USA-made  Tandy  2500  XL  at  any  partic- 
ipating Radio  Shack  Computer  Center,  store  or 
dealer.  And  remember,  we  have  much  more  to 
offer:  printers,  software  and  the  credit  and  leasing 
plans  to  put  it  all  together! 


CREnriNC  NEW  SmNDJURDS 


PROVEN  LEADERSHIP 

Over  7,000  USA  locations,  39,000  employees, 
seven  research  and  development  centers,  31 
USA  and  overseas  manufacturing  plants — 
NOBODY  COMPARES! 


GUARANTEED  SATISFACTION 

Over  35  million  customers  benefit  annually 
from  our  satisfaction  guarantee.  Putting  you 
first  has  made  us  #1  in  PC  compatibles— 
NOBODY  COMPARES! 


mItadM/haek 

AMERICJi'S 
TECHNOLOGY 


Radio  Stiack  is  a  division  of  Tandy  Corporation  MS-DOS  licensed  from  Microsoft  Corp. 
Compton's  MultiMedia  Encyciopedia/TM  Encyclopaedia  Britannica,  Inc  ,  Patent  Pending 


The  500  largest  f  oreig 

n  companies 

Japan 

1989 
Rank 

Revenue 

Company/business                                             (SmilV 

Net 

income 
l$mil) 

Assets 
($mil) 

Market 
value 

($mil) 

Stock 
price 

1$) 

EPS 

1989 

1$) 

Yield 

1%) 

Employees 
(thou) 

1990E 

($) 

451 

Nagasakiya/retailing                                             3,250 

32 

2,430' 

4,191 

28.77 

0.22 

0.18 

0.3 

4.9^ 

452 

Daido  Steel  Co  Ltd/metals-steel                         3,228' 

58' 

3,074' 

2,721 

6.39 

0.1 7E 

0.15 

0.6 

7.7^ 

453 

Tokyu  Dept  Stores/retailing                                3,213 

42 

2,285' 

3,284 

11.96 

0.16 

0.16 

0.4 

4.6^ 

454 

■Shiseido/personal  care                                          3, 1 93 

80 

3,977' 

4,426 

15.64 

0.28 

0.35 

0.5 

3.0^ 

458 

Tobishima/construction                                      3,181' 

27' 

5,544' 

2,707 

11.76 

0.13E 

0.11 

0.4 

4.3 

464 

Meiji  Milk  Prods/food,  household                      3, 134' 

24' 

1,320' 

1,681 

5.99 

0.08E 

0.07 

0.7 

5.72 

469 

■Yamazaki  Baking/food,  household                      3,1 10 

72 

1,863 

2,648 

12.02 

0.33 

0.30 

0.5 

14.3' 

473 

■Nagoya  Railroad/trucking,  RR                              3,087' 

55' 

8,011' 

5,286 

6.96 

0.08E 

0.07 

0.4 

8.5' 

474 

Seibu  Railway  Co  Ltd/trucking,  RR                   3,087' 

44 1 

4,898' 

15,656 

36.13 

0.08E 

0.08 

0.1 

5.3' 

478 

■Onoda  Cement/bldg  materials                              3,072' 

92' 

3,892' 

2,748 

5.93 

0.19E 

0.17 

0.6 

1.4' 

479 

Itoham  Foods/food,  household                            3,067E 

44E 

1,699' 

1,789 

7.88 

0.20 

0.21 

0.9 

6.6' 

484 

Mitsubishi  Petrochem/chemicals                        3,01  IE 

189E 

4,080' 

3,942 

8,01 

0.40E 

0.38 

0.7 

3.0' 

485 

Kandenko  Co  Ltd^ /construction                          3,01 1 

64 

2,2.16' 

2,650 

25.10 

0.61 

0.66 

0.2 

9.0 

486 

Shin-Etsu  Chemical/chemicals                            2,976 

194 

3,548' 

3,565 

11.10 

0.60 

0.25 

0.4 

3.4 

487 

Misawa  Homes  Co  Ltd/construction                  2,972 

63 

2,734' 

1,941 

17.01 

0.55 

0.52 

0.5 

1.4' 

488 

Maeda  Corp^/construction                                   2,962 

47 

3,378 

2,307 

13.47 

0.27 

0.26 

0.4 

4.4 

491 

Hattori  Seiko  Co  Ltd/leisure-goods                     2,955 

13 

2,539' 

3,503 

33.18 

0.13 

0.12 

0.2 

8.0 

492 

•Kyocera/electronic  comp                                     2,948 

237 

3,949' 

9,533 

52.10 

1.29 

1.45 

0.6 

12.4' 

494 

■Alps  Electric/electronic  comp                             2,939' 

43' 

2,933' 

2,588 

14.58 

0.28E 

0.25 

0.7 

14.2 

499 

■Omron  Corp/elec  &  electron                                 2,900' 

121' 

2,767' 

3,943 

17.21 

0.74E 

0.67 

0.5 

15.6 

Netherlands 


P/E9    •    Yield  5%    •    Market  value  $120  billion     •    Year  to  date  price  change  ^% 


The  Netherlands  market  sells  at  the  lowest  p/e  in 
Europe  and  has  the  third-highest  dividend  yield,  after 
Spain  and  the  U.K.  The  three  largest  Dutch  firms  are 
international  powerhouses  well  known  to  U.S.  inves- 
tors. But  where  are  the  bargain  hunters?  In  dollar  terms 


the  Amsterdam  market  has  underperformed  most  Euro- 
pean stock  exchanges  so  far  this  year.  Mark  Edwards,  of 
Rowe  Price-Fleming  in  London,  partly  blames  Dutch 
laws  protecting  entrenched  managements,  which  make 
hostile  takeovers  virtually  impossible. 


1989 

Rank      Company/business 


Revenue 
($mil) 


Net 
income 
l$mil) 


Assets 
(Smil) 


Market 
value 
(Smil) 


Stock 
price 

1$) 


1989 

1$) 


-EPS- 


1990E 

($) 


Yield 

(%) 


Employees 
(thou) 


■Royal  Dutch/shell/energy 


85,536 


6,483 


90,503 


66,933"      76.40 


7.54 


7.33 


5.2 


135.0 


21     •Unilever/ food,  household 


31,256 


1,532         20,720         22,08P      80.80 


5.47 


6.80 


3.1 


300.0 


29     •Philips  Group/appliances 


26,972 


646         28,708 


4,992        18.05 


2.34 


1.83 


5.8 


304.8 


119       Nationale-Nedeilanden/insurance 


10,264 


459 


48,494 


5,658       38.36 


3.11 


3.76 


4.1 


25.2 


146     BAkzo  Group/chemicals 


8,835 


450 


7,457 


2,759       61.90 


10.10 


10.93 


6.8 


70.9 


169     ■Ahold/retailmg 


8,051 


91 


2,215 


1,800        75.09 


3.98 


5.15 


52.2 


274     •AEGON  Insurance/insurance 


5,542 


231        29,452 


2,712       66.04 


5.81 


7.00 


4.6 


9.4 


299       NV  DSM/chemicals 


5,079 


488 


5,061 


2,159       61.49 


13.90 


13.28 


6.8 


29.5 


317       Schlumberget  Ltd/energy 


4,686 


420 


5,482    13,873   58.37 


1.77 


2.37 


0.0 


46.0 


340       AMEV  NV/insurance 


4,444 


167         15,777 


1,861       30.46 


2.73 


3.28 


4.6 


10.8 


354       Koogovens  Groep/metals-steel 


4,249 


191 


4,959 


877       39.51 


7.76 


7.6 


27.9 


463     aHeiueken  NV/bev  &.  tobacco 


3,144 


153 


3,718 


2,151        66.98 


4.78 


5.67 


2.7 


29.1 


468     •KLM/ airlines 


3,113 


75 


4,900' 


973       18.42 


1.42 


3.15 


5.1 


23.6' 


•Sponsored  ADR.  ■Not  sponsored.  Ail  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  General  note:  Revenue,  net  income  and  1989  EPS  are 
converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  as.sets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and 
exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1 989  figures  are  used  unless  noted.  Market  value  is  as  of  May  3 1 , 
1990.  'Figures  are  latest  aviiilable  'Not  fiilly  consolidated.  ""Combined  market  value  for  Royal  Dutch  Petroleum  and  Shell  Transport  &  Trading.  Price,  EPS,  and 
yield  are  only  for  Royal  Dutch  Petroleum.  ^Combined  market  value  of  Unilever  NV  &  Unilever  "Pic.  Price,  EPS  and  yield  are  only  for  Unilever  NV. 
E:  Estimate.     NA:  Not  available.  Sources  Morgan  Stanley  Capital  International  Perspective:  Forbes. 

Earnings  estimates  provided  by  the  International  Edition  of  Institutional  Brokers  Estimate  System  (IBES). 
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IBI 


In  1519;  our  explorer, 
Ferainana  Magellan,  cnarted  a  course  tnat  cnanged  tne  world. 


In  1990,  our  new  explorers  are  charting 
the  course  or  the  rastest  growing  economy  in  Europe. 


The  descendants  or 
Portugal's  lamed  explorers 
are  tne  business  leaders 
wno  nave  built  a  dynamic 
Portuguese  economy  witn 
an  unmatcned  entrepre- 
neurial spirit. 


Today  s  Portugal  boasts 
Europe's  rastest  growing 
economy  and  most  cost 
errective  work  rorce. 

Tnese  facts  are  not 
surprising  considering 
Portugal's  aggressive  pace 


()t  privatization,  as  well  as 
tne  rapid  rate  or  foreign 
investment. 

Come  discover  our  new 
world  or  opportunities. 

For  more  information, 
please  call  1-800- Portugal 


IS        HAPPENING 


NOW 


The  500  largest  foreign  companies 


..  .  ^ 

Spain 

P/E12    •    Yield  5% 

»    Market  value  $117  billion    •    Year  to  date  price  change -4% 

Inflation  and  resulting  high  interest  rates  have  been 
persistent  problems  in  Spain  for  the  past  fevv  years,  but 
Jose  A.  Cerezo,  an  analyst  at  Goldman,  Sachs'  London 
office,  believes  that  Spain's  inflation  has  peaked.  The 
current  inflation  level  is  6.8%.  hi  hopes  of  cooling 

an  overheated  economy,  the  government  is  trying  to 
limit  spending.  In  local  currency,  Spain's  equity  market 
is  down  2%  from  the  end  of  1989.  But  there  is  consider- 
able optimism  about  Spain's  economic  future.  Falling 
interest  rates  would  fan  that  optimism. 

1989 

Rank     Company/business 

Net 
Revenue      income 
(Smil)         (Smil) 

MlrWpt            *ifnrL-              ..    _      .  FPC 

Yield      Employees 
(%)           (thou) 

Assets         value           price           1989          1990E 
(Smil)         (Smil)            (S)               (S)               ($) 

129     •Repsol  SA/energy 

9,750              544 

8,917           7,197        23.99             1.82             2.40 

5.1              19.2 

139     •Banco  Central  Group/banking 

9,282             340 

40,512           4,616       46.75             3.44             4.13 

4.1              23.8 

171       Banco  Bilbao-Vizcaya/banking 

7,988             815 

69,987           7,012       30.36             3.36             4.83 

4.6              30.9 

251     •Telefonica/telecomm 

6,006              582 

24,854           7,215          7.80             0.63             0.77 

6.7              71.3 

321     •ENDESA/utilities 

4,638              604 

12,129'          5,855        22.52             2.32             3.00 

4.2              15.8 

350     'Banco  Santander/banking 

4,312              394 

41,269           4,924       44.75             3.72             4.95 

3.9              17.3 

374       Tabacalera/bev  &.  tobacco 

4,004              NA 

1,445'          1,321        35.87             2  63             3.41 

2.7                8.5    ■ 

390       CEPSA/energy 

3,825                92 

1,831            1,212        20.38             1.77             2.24 

4.7                6.7 

395       Banco  Hispano  Amer/banking 

3,763              291 

32,556           2,298        27.41             3.50             4.60 

6.9              17.7 

Sweden 

P/E14    • 

Yield  2% 

•    Market 

value  $126  billion 

•    Year  to  date 

price  change  5% 

Sweden's  small  market  (capitalization,  just  $126  bil- 
lion) has  been  roiled  by  international  partnerships. 
Asea,  of  Sweden,  combined  with  Brown  Boveri  of  Swit- 
zerland to  form  Asea  Brown  Boveri.  Volvo  has  entered 
into    a    partnership    with    France's    Renault    Group. 

And  General  Motors  has  acquired  a  50%  interest  in  the 
automotive  division  of  Saab-Scania.  With  trade  barriers 
coming  down,  expect  other  well-known  but  relatively 
small  Swedish  companies  to  search  out  strong  foreign 
partners. 

1989 
Rank 

Company /business 

Revenue 
(Smil) 

Net 
income 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

Stock 
price 

(S) 

FPS 

Yield 

(%) 

Employees 
(thou) 

1989          1990E 

($)                ($) 

76 

•Volvo  Group/automobiles 

14,115 

684 

15,760 

4,374 

75.03 

8.81             7.19 

3.4 

78.7 

82 

•Electrolux  Group/appliances 

13,169 

400 

10,164 

2,892 

39.80 

5.50             4.94 

5.1 

152.9 

205 

Saab-Scania/machinery  &.  eng 

6,965 

171 

7,471 

3,092 

45.67 

2.52             4.77 

2,8 

48.7 

225 

Stora  Group/forest  products 

6,561 

295E 

8,877 

3,199 

53.01 

5.09             5.81 

i.7 

53.3 

231 

Skand  Enskilda  Bank/banking 

6,506 

361 

58,718 

3,394 

13.21 

1.41              1.93 

3.7 

9.6 

246 

•LM  Ericsson/elec  &.  electron 

6,127 

337 

6,560 

8,247 

201.27 

8.20           10.85 

1.1 

69.2 

280 

Svenska  Handelsbanken/banking 

5,428 

479E 

44,218 

2,627 

19.08 

2.99             3.10 

3.5 

6.7 

295 

Nordbanken  Group/banking 

5,140 

349 

50,117 

2,439 

14.19 

2.03            2.20 

3.4 

5.1 

323 

Skanska  AB/construction 

4,623 

213E 

6,000 

5,092 

83.18 

2.99            4.03 

0.8 

29.5 

365 

Trelleborg  AB/industrial  comp 

4,108 

360 

4,786 

1,779 

28.22 

5.52             4.41 

3.5 

26.4 

386 

•SKF  Group/industnal  comp 

3,888 

225 

4,323 

2,929 

26.91 

2.09            2.69 

2.6 

46.7 

388 

SCA-Svenska  Cellulosa/forest  products 

3,862 

288E 

4,992 

3,216 

19.25 

1.69             1.73 

2.5 

23.7 

425 

Nobel  Industrier/aero  &  defense 

3,426 

146 

4,567 

1,439 

15.98 

1.57             1.73 

4.1 

22.0 

455 

Procordia  Group/multiindustry 

3,191 

256E 

3,125 

2,716 

24.63 

2.30             2.64 

1.7 

27.8 

495 

MoDo  Group/forest  products 

2,917 

0 

4,216 

1,118 

53.82 

8.16             6.28 

3.6 

13.4 

496 

•Sandvik  AB/metals-steel 

2,916 

357 

3,625 

2,644 

48.61 

6.57             6.44 

2.5 

26.9 

•Sponsored  ADR     BNot  sponsored     All  figures  except  per-share  items  are  in  millions  of  I'  S.  dollars  General  note:  Revenue,  net  income  and  1989  EPS  are 
converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and 
exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year  ends,  1989  figures  are  used  unless  noted.  Market  value  is  as  of  May  31, 
1990.     'Figures  are  latest  available.     ^Not  fully  consolidated     E:  Estimate.     NA;  Not  available. 

Sources:  Morgan  Stanley  Cafntal  Intemalional  Perspective:  Forbes. 
Earnings  estimates  proiided  hy  the  International  Edition  of  institutional  Brokers  Estimate  System  (IBES). 
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Statue  of  Liberty.  New  York 

Credit  Suisse's  success  is  rooted  in  the  free-enterprise 
traditions  of  one  of  tlie  world's  longest-established 
democracies.  Swiss  stability,  security  and  reliability  are 
the  essential  qualities  that  underpin  our  AAA  rating. 
And  we  connbine  these  qualities  with  a  dynannic  global 


presence.  Credit  Suisse,  in  partnership  with  CS  First 
Boston  Inc.,  is  one  of  the  world's  leading  international 
financial  services  groups.  Full-service  banking 
backed  by  solid  Swiss  tradition  -  it's  a  combination 
that's  hard  to  beat. 


We  do  more  to  keep  you  ^j^^  at  the  top. 

CnHf 


^1990 

50th  anniversary 


Head  Office:  Zurich/Switzerland :  Represented  m  all  major  international  financial  centres.  In  tfie  USA  and  Canada  New  York  •  Los  Angeles  •  Atlanta  •  Calgary  Chicago  •  Houston   futiami  tulontreal 

San  Francisco  ■  Toronto  ■  Vancouver 


Ihe  500  largest  foreig 

n  companies 

■ 

Switzerland 

P/E15    •    Yield  2% 

•    Market  value  $2U  bUlion 

•    Year  to  date  price  ciiange  10%       1 

Thanks  to  a  relatively  strong  Swiss  franc,  Swiss  stocks 
rose  8.4%  in  dollar  terms  for  the  five  months  through 
May  of  this  year.  There  is  reason  for  the  currency  to  be 
strong.  Switzerland's  inflation  rate  dropped  from  a  sev- 
en-year high  of  5%  in  March,  to  an  annual  rate  of  4.6% 

in  April.  And  the  number  of  Swiss  workers  rose  1.7%  in 
the  first  quarter  of  1990.  Swiss  stocks  are  not  cheap: 
The  least  expensive  share  in  this  group  is  Swiss  Bank 
Corp.,  at  3226  per  share.  The  most  expensive  is  Sandoz 
Group,  which  sells  for  $8,141. 

1989 
Rank 

Company/business 

Revenue 

(Smil) 

Net 
income 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

Stock 
price 

(S) 

EF 

1989 

IS) 

IC 

Yield 

(%) 

Employees 
(thou) 

1990E 

($) 

24 

■Nestle/food,  household 

29,.U1 

1,473 

22,897 

22,666 

6,306.78 

400.38 

517.92 

2.2 

196.9 

50 

Asea  Brown  Boveri/elec  &.  electron 

20,442 

586 

24,051 

14,099" 

4,245.28 

129  28 

283.30 

1.0 

189.5 

87 

CIBA-GEIGY  Group/chemicals 

12,597 

952 

16,870' 

11,639 

2,375.96 

176.05 

218.29 

1.9 

92.6 

99 

Zurich  Insurance/insurance 

11,406 

218 

37,059 

5,444 

3,319.36 

237.57E 

297.35 

1.3 

33.3 

152 

Swiss  Re  Group/insurance 

8,626' 

169' 

23,464' 

4,382 

2,550.66 

NA 

NA 

07 

20.2 

157 

Union  Bank  of  Switz/banking 

8,292 

551 

113,870 

11,650 

2,.501.75 

124.70 

254.53 

3.8 

21.2   , 

166 

Swiss  Bank  Corp/banking 

8,119 

458 

105,076 

7,321 

226,42 

13.07 

27.42 

4.3 

18.3 

178 

Winterthur  Group/insurance 

7,732 

159 

24,361 

3,809 

2,858.14 

201.66E 

254.39 

1.6 

17.3 

180 

Sandoz  Group/personal  care 

7,639 

586 

7,724 

10,567 

8,141.16 

421.17 

587.86 

1.3 

50.7 

199 

CS  Holding/banking 

7,115 

479 

88,926 

7,115 

1,715.58 

126.53 

218.88 

4.5 

17.5 

253 

Roche  Holding/personal  care 

5,999 

520 

11,174 

13,905 

5,485.67 

125.92 

175.49 

0.5 

50.2 

348 

Alusuisse-Lonza/metals  nonfer 

4,331 

284 

3,925 

1,838 

943.40 

136.31 

140.22 

2.2 

25.5 

368 

Jacobs  Suchard  Group/food,  househ 

aid              4,077 

168 

3,134 

2,929 

4,944.10 

275.68 

364.89 

3.0 

16.0 

384 

Sulzer  Group/machinery  &.  eng 

3,897 

67 

5,091 

1,393 

507.34 

24.45 

NA 

1.5 

33.9 

398 

Adia  Porteur/services 

3,723 

123 

787' 

1,941 

1,153.04 

78.24 

91.94 

1.7 

13.4 

460 

Swissair  Group/airlines 

3,174 

103 

4,328 

1,405 

751.22 

51.50 

57.51 

3.7 

19.3 

493 

Baloise  Holding/insurance 

2.943 

73 

15,299 

1,366 

1,530.40 

154.35 

195.88 

1.0 

8.7 

498 

Oerlikon-Biihrle/aero  &.  defense 

2,903 

-25 

5,514 

1,046 

744.23 

-16.69 

4.76 

0.0 

27.3 

United  Kingdom 


P/E  12    •    Yield  5%    •    Market  value  $838  billion    •    Year  to  date  price  change  1% 


London's  computerized  International  Stock  Exchange 
trades  more  shares  than  any  other  in  Europe.  Its  trading 
volume  fell  slightly  in  1989  as  the  U.K.  market  was 
hurt  by  anxieties  over  the  economy,  international  inter- 
est rates  and  political  uncertainty.  After  reaching  a  new 


high  on  Jan.  3,  1990,  the  London  market  is  holding'only 
a  1.5%  dollar-denominated  gain  this  year.  The  U.K. 
Treasury  seems  to  be  moving  to  make  Britain  a  full 
member  of  the  European  Monetary  System;  this  could 
reduce  the  pound's  volatility,  a  plus  for  London  stocks. 


1989 

Rank     Company/business 


Net 
Revenue     income 
(Smil)         (Smil) 


Assets 
(Smil) 


Market 
value 

(Smil) 


Stock 
price 

($) 


1989 

1$) 


-EPS- 


1990E 

($) 


Yield      Employees 
(%)  (thou) 


10     cBritish  Petroleum  Co/energy 


48,602 


2,860    50,758    29,495    5.53 


0.52 


0.44 


6.2 


119.9 


32     •Barclays  Plc/banking 


25,571 


741   204,861    10,631 


6.73 


0.48 


1.15 


6.5 


116.5 


36     •National  Westminster/banking 


24,067 


382       186,559 


9,426 


5.94 


0.25 


0.97 


6.4 


113.0 


45     •Imperial  Chemical  /chemicals 


21,595 


1,525         18,096         13,997       20.18 


2.21 


2.11 


6.1 


133.8 


52     •British  Telecom/telecomm 


19,913 


2,440    31,455    29,099    4.81 


0.40 


0.54 


5.5 


247.9 


54     "B.A.T  Industries  Plc/bev  &.  tobacco 


18,199 


1,922    18,552    17,961    12.11 


.20 


1.27 


5.5 


116.6 


66       Lloyds  Bank  Group/banking 


15,459 


-961         92,380 


6,109  4.8 


-0.79 


0.78 


6.1 


84.7 


67       British  Aerospace/aero  &  defense 


14,897 


382         14,732 


2,327 


9.06 


1.36 


1.27 


5.6 


127.5 


68       Midland  Group/banking 


14,882 


-359       100,311 


3,715 


4.76 


-0.46 


0.75 


8.5 


60.2 


83     •Prudential  Corp  PIc/insurance 


13,070 


451         62,791 


6,876  3.71 


0.25 


0,25 


5.6 


40.0 


85     •British  Gas  Plc/utilities 


12,908 


1,497 


19,308' 


15,534 


3.65 


0.36 


0.46 


6.4 


80.0 


96     •Grand  Metropolitan/multi-industry 


11,552 


859    15,553    10,501 


10.33 


0.95 


1.08 


4.0 


137.4 


•Sponsored  ADR,  ■Not  sponsored  All  figures  except  per-share  items  are  in  millions  of  U,S  dollars.  General  note:  Revenue,  net  income  and  1989  EPS  are 
converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and 
exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends.  1989  figures  are  used  unless  noted.  Market  value  is  ;is  of  May  31, 
1990,  'Figures  are  latest  available,  ^Not  fully  consolidated,  'Ba.sed  on  current  cost  accounting,  Xombmed  market  value  for  Asea  AB  and  Brown  Boveri  Price, 
EPS  and  yield  are  only  for  Brown  Boveri     E:  Estimate     NA:  Not  available.  Sources  Morgan  Stanley  Capital  Inlertjational  Perspective-  Fokhfs 

Earnings  esliniates  provided  by  tlje  International  Edition  of  Institutional  Brokers  Estimate  System  (IBES) 
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The  500  largest  foreign  companies 


United  Kingdom 

1989 
Rank 

Company/business 

Revenue 

($mil) 

Net 
income 
($mil) 

Assets 
($mil) 

Market 
value 
($mil) 

Stock 
price 

($) 

EPS 

1989 

($) 

Yield 

(%) 

Employees 
(thou) 

1990E 

1$) 

97 

•BTR  Plc/multi-industry 

11,519 

1,023 

9,705 

12,525 

7.21 

0.59 

0.67 

4.7 

109.5 

103 

■J  Sainsbury  Pic/retailing 

11,206 

507 

5,511 

7,431 

4.90 

0.34 

0.35 

2.8 

65.3 

115 

■General  Electric  Co/elec  &  electron 

10,400' 

902' 

9,484' 

9,590 

3.51 

0.36E 

0.38 

5.2 

145.0 

141 

•Marks  &  Spencer  PIc/retailing 

9,068 

629 

5,673 

10,058 

3.72 

0.24 

0.27 

3.8 

50.9 

142 

Royal  Insixrance/msurance 

9,004 

148 

28,390 

3,847 

7.93 

0.31 

0.20 

7.2 

30.0 

148 

■Tesco  PIc/retailing 

8,775 

413 

4,101 

6,046 

3.88 

0.26 

0.27 

2.5 

54.3 

150 

•Hanson  Plc/multi-industry 

8,678 

1,371 

17,593 

19,207 

4.02 

0.35 

035 

5.0 

89.0 

159 

British  Steel  Corp/metals-steel 

8,268 

912 

9,327' 

4,813 

2.41 

0.45 

0.37 

7.2 

55.2 

163 

Dalgety  PIc/food,  household 

8,161 

128 

2,352 

1,304 

5.84 

0.58 

0.60 

6.6 

22.5 

172 

•RTZ  Corporation  PIc/metals  nonfer 

7,923 

964 

11,674 

9,391 

9.55 

1.03 

1.01 

4.3 

77.6 

176 

•British  Airways  PIc/airlines 

7,823 

396 

6,353 

2,506 

3.45 

0.55 

0.50 

5.7 

52.1 

185 

•Peninsular  &  Oriental/shipping 

7,507 

430 

7,989 

4,284 

10.45 

1.02 

1.22 

6.3 

64.0 

191 

•Saatchi  &  Saatchi/services 

7,379 

-62 

1,754 

257 

1.61 

-0.39 

Nil 

12.5 

18.3 

201 

•SmithKline  Beecham/personal  care 

7,011 

780 

6,016 

11,529 

9.02 

0.61 

0.69 

2.1 

62.8 

214 

•Allied-Lyons  PIc/bev  &.  tobacco 

6,872' 

575' 

9,259' 

5,990 

7.97 

0.82E 

0.86 

4.8 

81.4 

220 

Argyll  Group  Plc/retailing 

6,700 

264 

2,406' 

3,733 

3.96 

0.27 

0.33 

3.7 

64.0 

224 

Sun  Alliance  Group/insurance 

6,572 

353 

24,229 

4,194 

5.30 

0.44 

0.17 

5.3 

15.1^ 

237 

General  Accident  Fire/insurance 

6,297 

212 

16,612 

3,951 

18.53 

1.07 

0.60 

6.0 

15.7^ 

240 

BICC  Pic  Group/industrial  comp 

6,218 

190 

3,079 

2,019 

7.41 

0.75 

0.82 

5.7 

46.0 

244 

Commercial  Union  /insurance 

6,156 

151 

25,303 

3,450 

8.09 

0.36 

0.19 

6.0 

20.9 

248 

■Loiuho  Group/multi-industry 

6,103 

279 

5,719 

2,620 

4.23 

0.46 

0.43 

8.5 

102.6 

250 

•Hillsdown  Holdings/food,  household 

6,047 

244 

2,845 

2,346 

4.43 

0.52 

0.54 

3.6 

40.6 

252 

■Ladbroke  Group  PIc/leisure 

6,000 

339 

7,500 

4,497 

5.26 

0.39 

0.47 

4.2 

51.0 

254 

Legal  &  General/insurance 

5,980 

154 

28,032 

3,176 

6.61 

0.33 

0.33 

5.4 

6.9^ 

255 

■Thorn  Emi  Plc/appliances 

5,954 

328 

4,367' 

3,816 

12.28 

1.15 

1.25 

5.1 

60.2 

263 

Standard  Chartered/banking 

5,749 

-57 

3,075 

1,882 

8.04 

-0.25 

1.32 

9.7 

28.0 

270 

■Bass  PIc/bev  &.  tobacco 

5,619 

627 

7,609 

6,441 

18.22 

1.83 

1.83 

3.7 

90.1 

271 

Tarmac  PIc/bldg  matenals 

5,591 

382 

5,160 

3,124 

4.34 

0.52 

0.48 

5.8 

32.1 

277 

Royal  Bk  of  Scotland/banking 

5,485 

249 

44,595 

2,268 

3.02 

0.49 

0.47 

5.6 

26.5 

278 

•Trafalgar  House  Plc/multi-industry 

5,460 

362 

4,107 

2,747 

5.45 

0.73 

0.73 

7.5 

27.8 

279 

Guardian  Royal  Exch/msurance 

5,437 

159 

20,371 

3,447 

4.03 

0.18 

0.18 

6.4 

15.0 

287 

■Tate  &  Lyie  Group/food,  household 

5,339 

191 

3,174 

1,643 

5.22 

0.54 

0.52 

5.3 

18.5 

307 

Rolls-Royce  PIc/aero  &.  defense 

4,857 

315 

4,163 

3,653 

3.75 

0.34 

0.40 

4.2 

55.5 

308 

Inchcape  PIc'tradmg 

4,837 

163 

2,346 

1,646 

4.65 

0.46 

0.52 

5.3 

45.2 

310 

■Boots  Co  Plc/retailing 

4,784' 

370' 

3,769' 

4,776 

4.88 

0.41 

0.43 

4.7 

70.0 

313 

Asda  Group  Plc/retailing 

4,753 

295 

3,135 

2,112 

1.81 

0.1 7E 

0.18 

5.9 

31.1 

314 

Kingfisher  Plc/retailing 

4,741 

376 

3,285 

2,404 

5.47 

0.86 

0.52 

4.7 

57.2 

316 

Pilkington  PIc/misc  materials 

4,714 

289 

4,409' 

2,533 

3.44 

0.40 

0.44 

6.3 

58.4 

318 

•Cadbury  Schweppes/food,  household 

4,662 

266 

3,415 

4,144 

5.72 

0.41 

0.44 

4.2 

35.0 

320 

■Great  Universal/retailmg 

4,653' 

469' 

5,827' 

4,330 

17.27 

1.88E 

1.85 

4.2 

33.8 

334 

■Assoc  British  Foods/food,  household 

4,487 

304 

4,084 

3,016 

6.73 

0.68 

0.77 

3.7 

53.0 

343 

•Glaxo  Holdings  PIc/personal  care 

4,409 

1,180 

5,378 

19,643 

13.17 

0.79 

0.90 

4.2 

28.7 

345 

■BET  Plc/multi-industry 

4,366 

359 

2,693 

3,296 

4.18 

0.47 

0.50 

6.4 

118.1 

•Sponsored  ADR-     BNot  sponsored.    All  figures  except  f)er-share  items  are  in  millions  of  U.S.  dollars.  General  note;  Revenue,  net  income  and  1989  EPS  are 
converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  convened  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and 
exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1989  figures  are  used  unless  noted.  Market  value  is  as  of  May  31, 
1990.     'Figures  are  latest  available.     ^Not  fully  consolidated.     'Based  on  current  cost  accounting     E;  Estimate,     NA;  Not  available 

Sources:  Morgan  Stanley  Capital  International  Per^ctiiv:  Fokbes. 
^       Earnings  estimates  provided  by  the  International  Edition  of  Institutional  Brokers  Estimate  System  (IBES). 
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The  500  largest  foreign  companies 


United  Kingdom 

1989 
Rank 

Company/business 

Revenue 

($miH 

Net 
income 
(Smil) 

Assets 
(Smil) 

Market 
value 

(Smil) 

Stock 
price 

($) 

EPS 

1989 

($) 

Yield 

(%) 

Employees 
(thou) 

1990E 

($) 

351 

STC  Group  PIc/elec  &.  electron 

4,275 

289 

2,888 

2,526 

4.50 

0.52 

0.54 

5.5 

36.3 

355 

RMC  Group  Plc/bldg  materials 

4,214 

218 

2,607 

2,255 

11.64 

1.13 

1.16 

3.5 

25.7 

362 

•Booker  PIc/multi-industry 

4,116 

103 

1,337 

1,233 

7.23 

0.61 

0.70 

6.0 

18.8 

372 

Trusthouse  Forte  PIc/leisure 

4,024 

331 

6,154 

3,652 

4.66 

0.42 

0.46 

4.6 

92.9 

378 

■Unigate  Group/food,  household 

3,945 

117 

1,610' 

1,157 

5.00 

0.52 

0.55 

7.4 

35.2 

383 

■BOC  Group  PIc/chemicals 

3,905 

387 

4,507 

4,365 

9.36 

0.84 

0.89 

4.2 

37.9 

391 

United  Biscuits/food,  household 

3,804 

207 

2,236 

2,656 

5.82 

0.48 

0.51 

5.3 

42.5 

396 

Cable  &  Wireless/telecomm 

3,745 

700 

4,926' 

9,791 

9.14 

0.45 

0.60 

2.0 

29.4 

406 

Lucas  Industries/industrial  comp 

3,566 

244 

2,984^ 

1,879 

10.94 

1.38 

1.40 

5.4 

56.0 

415 

•Guinness  PIc/bev  &.  tobacco 

3,486E 

721 

9,949 

11,332 

12.90 

0.84 

0.98 

2.7 

18.1 

418 

■GKN  PIc/machinery  &.  eng 

3,467 

210 

2,829 

1,670 

6.49 

0.82 

0.79 

6.9 

36.7 

424 

■Hawker  Siddeley/machinery  &.  eng 

3,432 

202 

3,187 

2,196 

11.12 

1.03 

1.16 

5.0 

41.6 

427 

■Sears  Plc/retailing 

3,405 

272 

4,359' 

2,437 

1.62 

0.18 

0.13 

7.4 

59.5 

428 

George  Wimpey  PIc/construction 

3,394 

143 

2,849' 

1,158 

4.04 

0.49 

0.45 

5.8 

17.4 

430 

•Beazer  PIc/construction 

3,380 

151 

5,514 

623 

2.21 

0.55 

0.36 

7.8 

20.5 

431 

Smith  (WH)  Group  Plc/retailing 

3,367 

98 

1,245 

1,143 

5.80 

0.49E 

0.52 

4.2 

30.8 

442 

■Whitbread  &  Co  PIc/bev  &.  tobacco 

3,283' 

279' 

5,515' 

3,213 

7.21 

0.74E 

0.82 

4.6 

54.2 

443 

Lex  Service  PIc/services 

3,279 

60 

1,083 

410 

4.40 

0.64 

0.58 

7.8 

8.6 

446 

AMEC/construction 

3,268 

100 

1,557 

472 

6.69 

1.16 

0.90 

6.3 

19.4 

447 

Berisford  IntI  Plc/trading 

3,258 

127 

2,455 

1,073 

2.20 

0.27 

0.25 

6.3 

6.7 

457 

■Racal  Electronics/aero  &  defense 

3,185 

189 

2,868' 

4,523 

3.49 

0.15 

0.23 

2.1 

33.7 

466 

•Coats  Viyella  Plc/textile,apparel 

3,122 

132 

2,892 

1,074 

2.05 

0.25 

0.24 

9.8 

63.6 

472 

•Burton  Group/retailing 

3,093 

255 

2,568 

1,732 

3.10 

0.46 

0.38 

6.8 

37.1 

475 

•Dixons  Group/retailing 

3,079 

94 

1,557 

888 

2.32 

0.1 8E 

0.17 

4.7 

18.5 

476 

■Courtaulds  Plc^/chemicals 

3,079 

204 

NA 

2,244 

5.69 

0.52E 

0.61 

4.2 

24.4 

481 

Harrisons  &  Crosfield/misc  materials 

3,053 

150 

1,790 

1,845 

2.70 

0.26 

0.28 

6.9 

29.0 

483 

Ranks  Hovis  McDougall/food,  household 

3,037 

202 

3,032 

2,031 

5.85 

0.58 

0.56 

4.9 

'  39.2 

European 


1989 

Rank      Company/busmess 


Net 
Revenue     income 
(Smil)         (Smil) 


Assets 
(Smil) 


Market 
value 
(Smil) 


Stock 
price 

($) 


1989 

($) 


-EPS- 


1990E 

1$) 


Yield 

(%) 


Employees 
(thou) 


Austria 


407       Creditanstalt/banking 


3,557 


44 


44,662 


3,950     485.76 


16.85 


21.00 


1.3 


10.9 


412       OMV  AG/energy 


3,492 


128 


3,544 


1,759     879.40 


56.90E 


65.17 


1.7 


Finland 


213       Kesko  Group/trading 


6,882 


110 


3,459 


1,151        12.75 


1.22 


1.54 


3.7 


7.7 


290     •Oy  Nokia/multi-industry 


5,312 


39 


5,515 


1,375       25.66 


1.02 


1.74 


2.7 


41.3 


Norway 


131     aNotsk  Hydro/energy 


9,602 


387 


9,890 


6,495       31.62 


1.90 


2.32 


1.9 


32.8 


•Sponsored  ADR  ■Not  sponsored.  All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  General  note-  Revenue,  net  income  and  1989  EPS  are 
converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  convened  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and 
exclude  e.xcise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1989  figures  are  used  unless  noted.  Market  value  is  as  of  May  31, 
1990.     'Figures  are  latest  available.     ^Not  fully  consolidated.     ""Pro  forma  excluding  Counaulds  Textiles.     E:  Estimate.     NA:  Not  available. 

Sources  Morgan  Stanley  Capital  International  Perspective;  FoftBES 
Earnings  estimates  provided  by  the  International  Edition  of  Institutiotiat  Brokers  Estimate  System  (IBES). 
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When  it  comes  to  measuring  temperatures, 
Schiott  is  even  more  precise  thian  nature. 


11 


Gauging  temperatures  - 
nature's  way  and  Schott's. 
The  crocus  reacts  to  tem- 
perature changes  of  10° F. 
Thermometers  made  with 
Schott  special  glass 
register  changes  of 
0.002' F. 


The  temperature  outside  has  just 
risen  to  35°  F.  How  do  we  know? 
Because  that's  when  the  crocus 
begins  to  open  its  petals. 

The  crocus  has  a  natural, 

internal  thermometer  Tempera- 
ture changes  of  just  1 .0  °  F  cause 
a  fast  reaction.  When  the  temper- 
ature rises  above  a  given  level, 
the  flower  opens.  When  it  drops, 
the  flower  closes. 

Today,   we   can    measure 

temperature  variations  as  minute 
as  0.002 °F  thanks  to  the  special 
thermometer  glass  invented  by 
Otto  Schott. 

His   capillary   glass   tube 

thermometers  filled  with  liquid 
were  the  first  to  make  such  pre- 


cision measurements  possible. 
Unlike  earlier,  standard  glass 
models,  thermometers  made  of 
this  special  glass  give  accurate 
readings  even  after  they  have 
been  temporarily  heated  and 
then  cooled.  Thousands  of  spe- 
cific precision  thermometers  now 
in  use  in  science  and  technology 
are  made  with  Schott  special 
glass. 

Thermometer  glass,  avail- 
able from  Schott  America,  is  just 
one  example  of  how  Schott's 
innovative  development  responds 
to  specific  needs.  In  today's 
world,  special  glass  helps  keep 
technology  advancing. 
Schott  worldwide:  50,000 


products,  50  production  facilities, 
represented  in  more  than  100 
countries,  with  over  $  1  billion  in 
sales. 

Schott  in  North  America; 

11  companies  employing  more 
than  1,800  people. 

Would  you   like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation,  De- 
partment F  30,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


O  SCHOTT 

Nobody  knows  more  about  glass. 
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The  500  largest  foreign  companies 


Far  East 

1989 

Rank      Company/business 

Revenue 
(Smil)" 

Net 
income 

(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

Stock 
price 

(S) 

EPS 

1989 

(S) 

Yield 

(%) 

Employees 
(thou) 

1990E 

1$) 

Hong  Kong 

408     "Swire  Pacific  Ltd/multiindustry 

3,549 

395 

7,398 

3,958 

2.49 

0,25 

0.28 

4.1 

28.0 

Korea 

156       Hyundai  Corp/trading 

8,493 

7 

331 

172 

35.90 

1.44 

1.78 

1.6 

0.9 

196       Ssangyong  Group/multiindustry 

7,207 

173 

11,574 

3,665 

34.91 

1.59 

5.17 

3.1 

20.9 

235       Bank  of  Seoul/banking 

6,372 

90 

51,224 

2,103 

17,52 

0.87E 

1.07 

2.0 

9.8 

258       Hyundai  Motor  Co/automobiles 

5,870 

62 

5,517 

1,898 

35.19 

1.16 

1.33 

1.9 

40.3 

387       Gold  Star  Co  Ltd/electronic  comp 

3,872 

27 

3,384 

1,880 

30.63 

0.46 

0.58 

0.3 

33.0 

440       Hyundai  Eng  &  Const/construction 

3,313 

103 

4,609 

1,689 

40.46 

2.47 

0.77 

0.8 

56.0 

New  Zealand 

229     •Fletcher  Challenge/forest  products 

6,528 

432 

8,051 

2,680 

2.51 

0.43 

0.33 

6.2 

37.0 

389     aBrierley  Investments/multi-industry 

3,860 

165 

5,031 

1,977 

1.03 

0.12 

0.13 

5.9 

33.0 

South  America 

1989 

Rank     Company/business 

Revenue 

(Smil) 

Net 
income 
(Smil) 

Assets 

(Smil) 

Market 
value 

(Smil) 

Stock 
price 

(S) 

EPS 

1989 

(S) 

Yield 

(%) 

Employees 
(thou) 

1990E 

1$) 

Argentina                                                                                                                               | 

204        YPF-Yacimientos  Pet/energy 

6,975 

NA 

12,164' 

NA 

NA 

NA 

NA 

0,0 

37.0 

BrazU^ 

40       Banco  do  Brasil/bankmg 

23,120 

97' 

82,694' 

598 

172.02 

33.52 

NA 

0.8 

134.3 

71       Banco  Bradesco  SA/banking 

14,491 

354' 

19,454' 

230 

13.72 

21.26 

NA 

10.2 

128.8 

125       Banco  luu  Group/banking 

9,812 

248^ 

13,667^ 

259 

47.48 

45.19 

NA 

5.5 

74.5 

128       BANESPA  Group/banking 

9,765 

219^ 

13,218^ 

41 

3.49 

NA 

NA 

10.7 

37.9 

366       Unibanco  Group/banking 

4,103 

73^ 

5,779' 

103 

105.38 

61.46 

NA 

7.8 

28.7 

423       Petrobras/energy 

3,434 

160^ 

13,535'' 

^       2,225  2,103.92 

NA 

NA 

0.0 

59.3 

Africa 

1989 

Rank     Company/business 

Revenue 

(Smil) 

Net 
income 
(Smil) 

Assets 
(Smil) 

Market 
value 
(Smil) 

Stock 
price 

($) 

EPS 

1989 

1$) 

Yield 

(%) 

Employees 
(thou) 

1990E 

($) 

South  Africa 

126     ■Bariow  Rand  Group/multi-industry 

9,800 

358 

5,935 

2,676 

14.46 

2.13 

1.79 

4.4 

159.8 

332     "So  African  Breweries/bevs  &.  tobacco 

4,492 

231 

3,156 

4,043 

15.08 

0.85 

0.98 

2.5 

91.0 

•Sponsored  ADR.     ■  Not  sponsored.     All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  General  note:  Revenue,  net  income  and  1989  EPS  are 
converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  con.solidated  operations  and 
exclude  excise  taxes  and  duties  For  companies  with  January,  February  or  March  fiscal  year-ends,  1 989  figures  are  used  unless  noted.  Market  value  is  as  of  May  3 1 , 
1990     'Figures  are  latest  available.     ^Based  on  current  cost  accounting.     ^Revenue,  net  income,  assets  and  1989  EPS  are  converted  at  Dec  31,  1989  rate.  Stock 
price  and  EPS  are  per  1,000  shares.     E:  Estimate.     NA;  Not  available.                                       Sources:  Morgan  Stanley'  Capital  International  Perspective;  Forbes 

Earning  estimates  prorided  h\'  the  International  Edition  of  Institutional  Brokers  Estimate  System  (IBES) 
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Imagine  what  a  Canon  Color  Laser  Copier 
could  do  with  a  pie  chart. 


The  Canon  Color  Laser  Copier  200 
ould  do  a  lot  for  your  business.  And 
Digital  Image  Processing  is  the  reason. 

It  reproduces  graphics,  slides  and 
)hotos  with  clarity  comparable  to 
)rofessional  printing.  As  well  as  letting 
'ou  digitally  reduce  by  50%,  enlarge  Cip 
o  400%  or  edit  instantly 


And  with  automatic  feeding  and 
sorting  functions,  as  well  as  a  quick 
20  black-and-white  copies  per  minute, 
it's  one  color  copier  that's  all  business. 

lb  find  out  more,  make  it  your 
business  to  call  1-800-OK-CANON, 
or  write  us  at  Canon  USA  Inc. 
P.O.  Box  3900,  Peoria,  IL  61614. 


En|oy  easy  e«ienoe<J  paymenis  wnh  ihe  Canon  Cfeoi  Cafd 
Ast>  tor  details  at  partiopaitfig  Canon  dealers  and  retailers 
Available  only  in  US      <j  i9e9Canor.uSA  nc 


1989  "Manufacturer  of  the  Year" 

Awarded  by  Nadonal  Office  Machine  Dealers  Association 
;o  Canon  USA  inc  for  outstanding  dealer  support 


Canon 

COLOR  LASER  COPIER 

The  Digital  Difference 


iopierS^UU 


Where  to  find  the  Forbes  foreign  500 


Company /country 

Rank 

Page 

Accor  SA/France 

467 

326 

Adia  Porteur/Switzerland 

398 

340 

AEGON  Insurance  Group/Netherlands 

274  . 

336 

AGF-Assurances  Generates  de  France/France 

218 

323 

Ahold/Netherlands 

169 

336 

Air  Canada/Canada 

471 

323 

Aisin  Seiki  Co  Ltd/Japan 

325 

332 

Ajinomoto  Co/Japan 

375 

334 

Akzo  Group/Netherlands 

146 

336 

Alcan  Aluminium  Ltd/Canada 

145 

322 

Alitalia/Iuly 

409 

328 

All  Nippon  Airways  Co  Ltd/fapan 

301 

332 

Allianz  Worldwide/Germany 

58 

326 

Allied-Lyons  PIc/UK 

214 

341 

Alps  Electric/Japan 

494 

336 

Alusuisse-Lonza  Holding  Ltd/Switzerland 

348 

340 

AMEC/UK 

446 

342 

AMEV  NV/Netherlands 

340 

336 

Arbed  SA/Belgium 

268 

322 

Argyll  Group  Plc/UK 

220 

341 

Asahi  Breweries  Ltd/Japan 

432 

334 

Asahi  Chemical  Industry  Co  Ltd/Japan 

161 

330 

Asahi  Glass  Co  Ltd/|apan 

173 

330 

Asda  Group  Plc/UK 

313 

341 

Asea  Brown  Boveri  Group/Switzerland 

50 

340 

Asko  Deutsche  Kaufhaus  AG/Germany 

303 

328 

Associated  British  Foods  Plc/UK 

334 

341 

Australia  &  New  Zealand  Banking  Group/Australia 

170 

320 

Baloise  Holding  Group/Switzerland 

493 

340 

Banco  Bilbao-Vizcaya  SA/Spain 

171 

338 

Banco  Bradesco  SA/Brazil 

71 

344 

Banco  Central  Group/Spain 

139 

338 

Banco  do  Brasil/Brazil 

40 

344 

Banco  Hispano  Americano  Grupo/Spain 

395 

338 

Banco  Itaii  Group/Brazil 

125 

344 

Banco  Santander  Group/Spain 

350 

338 

BANESPA  Group/Brazil 

128 

344 

Bank  Bruxelles  Lambert/Belgium 

294 

322 

Bank  of  Montreal/Canada 

143 

322 

Bank  of  Nova  Scotia/Canada 

195 

322 

Bank  of  Seoul/Korea 

235 

344 

Bank  of  Tokyo  Ltd/Japan 

74 

329 

Bank  of  Yokohama  Ltd/Japan 

342 

334 

Banque  Nationale  de  Paris  Group/France 

46 

323 

Barclays  Fic/UK 

32 

340 

Barlow  Rand  Giroup/South  Africa 

126 

344 

BASF  Group/Ce,  many 

33 

326 

Bass  Plc/UK 

270 

341 

Bayer  Group/Germany 

41 

326 

Bayerische  Hypotheken-und  Wechsel-Bank/Germany 

256 

328 

Company/country 

Rank 

Page 

Bayerische  Vereinsbank  Group/Germany 

227 

328 

BCE  Inc/Canada 

78 

322 

Beazer  Plc/UK 

430 

342 

Berisford  International  Plc/UK 

447 

342 

BET  Plc/UK 

345 

341 

BICC  Pic  Group/UK 

240 

341 

BMW-Bayerische  Motoren  Werke/Germany 

77 

326 

BOC  Group  Plc/UK 

383 

342 

Bond  Corp  Holdings  Ltd/ Australia 

209 

320 

Booker  Plc/UK 

362 

342 

Boots  Co  Plc/UK 

310 

341 

Boral  Ltd/ Australia 

490 

320 

Bouygues  Group/France 

193 

323 

Bridgestone  Corp/|apan 

88 

329 

Brierley  Investments  Ltd/New  Zealand 

389 

344 

British  Aerospace  Plc/UK 

67 

340 

British  Airways  Plc/UK 

176 

341 

British  Gas  Plc/UK 

85 

340 

British  Petroleum  Co  Plc/UK 

10 

340 

British  Steel  Corp/UK 

159 

341 

British  Telecommunications  Plc/UK 

52 

340 

Broken  Hill  Proprietary  Co  Ltd/ Australia 

154 

320 

BSN-Groupe/France 

182 

323 

BTR  Plc/UK 

97 

341 

Groupe  Bull/France 

296 

323 

Burton  Group/UK 

472 

342 

B.A.T  Industries  Plc/UK 

54 

340 

Cable  &  Wireless  Plc/UK 

396 

342 

Cadbury  Schweppes  Plc/UK 

318 

341 

C^mpeau  Corp/Canada 

114 

322 

Canadian  Imperial  Bank  of  Commerce/Canada 

135 

322 

Canadian  Pacific  Ltd/Canada 

138 

322 

Canon  Inc/Japan 

127 

330 

Carrefour  Group/France 

95 

323 

Casino  Groupe/France 

276 

323 

CEPSA-Cia  Espanola  de  Petroleos/Spain 

390 

338 

CFAO-Cie  Fran^aise  de  I'Afrique/France 

306 

323 

Chargeurs  SA/France 

482 

326 

Chori  Co  Ltd/Japan 

286 

332 

Chubu  Electric  Power/Japan 

90 

330 

Chugoku  Electric  Power  Co/Japan 

238 

332 

CIBA-GEIGY  Group/Switzerland 

87 

340 

CMB  Packaging/France 

438 

326 

Co  op  AG/Germany 

223 

328 

Coats  Viyella  Plc/UK 

466 

342 

Cockerill  Sambre  SA/Belgium 

311 

322 

Coles  Myer  Ltd/ Australia 

100 

320 

Commercial  Union  Assurance  Co  Plc/UK 

244 

341 

Commerzbank/Germany 

160 

328 

Continental  Group/Germany 

338 

328 

346 
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OUR  PHONE 
SYSnM  HOPED 
THEM  TRIPLE 
MSIZE. 


L.L.  Bean  started  taking  phone  orders  eight  years  ago,  with  a 
Northern  Tfelecom  Meridian  SL-1 PBX.  It  was  the  most  customer- 
friendly  phone  system  they  could  find.  By  instantly  routing  each 
call  to  the  next  available  operator,  it  allowed  L.L.  Bean  folks  to 
spend  more  time  with  customers. 

Tbday  L.L.  Bean  has  hundreds  of  operators,  and  sales  are  up 
300%.  But  they're  still  giving  customers  the  same  personal  service 
with  the  same  Meridian  SL-1  system  (expanded  and  upgraded 
many  times). 

Want  your  business  to  grow  like  that?  Call  1-800-543-9806. 
There's  a  Meridian  SL-1  that'll  fit  your  |^  ^  norfhorn 

business  now  and  for  a  long  time  to  come.       I  W 
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TECHNOLOGY     THE     W  OR  L  D     C  A  L  L  S    -O  ^J 
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Where  to  find  the  Forbes  foreign  500 


Company /country 

Rank 

Page 

Cosmo  Oil  Co  Ltd/Japan 

111 

330 

Courtaulds  Plc/UK 

476 

342 

CRA  Limited/Australia 

379  . 

320 

Credit  Commercial  de  France  Group/France 

239 

323 

Credit  Foncier  de  France/France 

309 

323 

Credit  Lyonnais  Group/France 

37 

323 

Creditanstalt  Banking  Group/ Austria 

407 

342 

Crownx/Canada 

465 

323 

CS  Holding/Switzerland 

199 

340 

CSR  Group/Australia 

414 

320 

Dai  Nippon  Printing  Co  Ltd/Japan 

186 

330 

Daido  Steel  Co  Ltd/Japan 

452 

336 

Daiei  Inc/Japan 

64 

329 

Daihatsu  Motor  Co  Ltd/Iapan 

284 

332 

Daikyo/fapan 

397 

334 

Daimaru/Japan 

262 

332 

Daimler-Benz  Group/Germany 

15 

326 

Dainippon  Ink  &  Chemicals/japan 

269 

332 

Daiwa  Bank  Ltd/|apan 

228 

332 

Daiwa  House  Industry  Co  Ltd/Japan 

344 

334 

Daiwa  Securities  Co  Ltd/Japan 

236 

332 

Dai-Ichi  Kangyo  Bank  Ltd/)apan 

23 

329 

Dalgety  Plc/UK 

163 

341 

Degussa  AG/Germany 

179 

328 

Delhaize  "Le  Lion"  Group/Belgium 

221 

322 

Deutsche  Bank  Group/Germany 

63 

326 

Deutsche  Luhhansa  AG/Germany 

206 

328 

Dixons  Group/UK 

475 

342 

Docks  de  France/France 

394 

326 

Dofasco/Canada 

441 

323 

Dresdner  Bank/Germany 

118 

328 

NV  DSM/Netherlands 

299 

336 

Dumez  Group/France 

335 

326 

Elders  IXL  Ltd/ Australia 

117 

320 

Electrolux  Group/Sweden 

82 

338 

Elf  Aquitaine  Group/France 

39 

323 

ENDESA/Spain 

321 

338 

Enimont  SpA/Italy 

104 

328 

Telefonaktiebolaget  LM  Ericsson/Sweden 

246 

338 

Euromarche  SA/France 

392 

326 

Feldmiihie  Nobel  Group/Germany 

302 

328 

Femizzi  Group/Italy 

89 

328 

Fiat  Group/Italy 

18 

328 

Fletcher  Challenge  Ltd/New  Zealand 

229 

344 

Fuji  B.mk  Ltd/Japan 

44 

329 

Fuji  Electric  Co  Ltd/fapan 

283 

332 

Fuji  Heavy  iBii.istdes  Ltd/Japan 

322 

332 

Fuji  Photo  Film  Co  Ltd/Japan 

210 

330 

Fujita  Corp/Japan 

352 

334 

Fujitsu  Ltd/Japan 

56 

329 

Company/country 

Rank 

Page 

Furukawa  Electric  Co  Ltd/Japan 

272 

332 

GAN-Groupe  des  Assurances  Nationales/France 

80 

323 

General  Accident  Fire  &  Life  Assurance/UK 

237 

341 

General  Electric  Co  Plc/UK 

115 

341 

General  Sekiyu  Gtoup/|apan 

448 

334 

Generate  Bank  Group/Belgium 

192 

322 

Generate  des  Eaux  Groupe/France 

65 

323 

Cie  Generate  d'Electricite/France 

42 

323 

Generali  Group/Italy 

94 

328 

George  Weston  Ltd/Canada 

147 

322 

GIB  Group/Belgium 

282 

322 

GKN  Plc/UK 

418 

342 

Glaxo  Holdings  Plc/UK 

343 

341 

Gold  Star  Co  Ltd/Korea 

387 

344 

Grand  Metropolitan  Plc/UK 

96 

340 

Great  Universal  Stores  Plc/UK 

320 

341 

Great-West  Lifeco/Canada 

337 

322 

GTM-Entrepose/France 

435 

326 

Guardian  Royal  Exchange  Plc/UK 

279 

341 

Guinness  Plc/UK 

415 

342 

Hachette  SA/France 

329 

326 

Hanson  Plc/UK 

150 

341 

Hanwa  Co  Ltd/|apan 

281 

332 

Harrisons  &  Crosfield  Plc/UK 

481 

342 

Haseko  Corp/Japan 

400 

334 

Hattori  Seiko  Co  Ltd/Japan 

491 

336 

HAVAS  Group/France 

489 

326 

Hawker  Siddeley  Group  Plc/UK 

424 

342 

Hazama  Corp/Iapan 

376 

334 

Heineken  NV/Netheriands 

463 

836 

Henkel  Group/Germany 

243 

328 

Hillsdown  Holdings  Plc/UK 

250 

341 

Hino  Motors  Ltd/Japan 

305 

332 

Hitachi  Ltd/Japan 

9 

329 

Hochtief  AG/Germany 

497 

328 

Hoechst  Group/Germany 

34 

326 

Hoesch  Group/Germany 

267 

328 

Hokkaido  Electric  Power/Japan 

436 

334 

Hokkaido  Takushoku  Bank  Ltd/Japan 

298 

332 

Philipp  Holzmaim  AG/Germany 

356 

328 

Honda  Motor  Co  Ltd/Japan 

28 

329 

Honshu  Paper  Co  Ltd/Japan 

434 

334 

Hoogovens  Groep/Netherlands 

354 

336 

Hudson's  Bay  Co/Canada 

370 

322 

Hyundai  Corp/Korea 

156 

344 

Hyundai  Engineering  &  Construction  Co/Korea 

440 

344 

Hyundai  Motor  Co/Korea 

258 

344 

Imasco  Ltd/Canada 

405 

323 

IMETAL  Group/France 

450 

326 

Imperial  Chemical  Industries  Plc/UK 

45 

340 

348 
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NOT  LONG 
AGO,  MICHIGAN 
WAS  JUST  A  KID  IN 
THE  PLASTICS  INDUSTRY 

The  kid  sure  has  come  of  age  Why,  in  the  mid-1980's  alone,  Michigan  accounted  for  half  of  all  new 
plastics-related  jobs  in  the  Great  Lakes  States  and  one-quarter  of  the  plastics  job  growth  nationally 
And  not  simply  because  of  the  increased  use  of  plastics  in  the  auto  industry.  ■  Many  industries  draw 
on  the  expertise  and  resources  of  Michigan's  growing  number  of  plastics  application  centers.  Fabrica- 
tor support  industries  are  already  in  place.  Resin  producers  benefit  from  nearby  chemical  feedstocks. 
Then  there's  Michigan's  state  government:  committed  to  providing  the  best  possible  climate 
for  expansion  and  growth.  ■  The  right  markets  are  here,  too  As  Carl  Haas,  President  of  Blue 
Water  Plastics,  puts  it,  "Michigan  is  a  great  environment  for  expansion  We  could  not  service  our 
customers  if  we  were  in  Illinois  or  Tennessee  We  need  to  be  where  the  engineering  centers  are" 
■  There  are  many  other  reasons  to  consider  Michigan  Call  (5I7|  373-8495  or  simply  write  Larry 
Meyer,  Director,  Michigan  Department  of  Commerce,  525  W  Ottawa,  Lansing,  Ml  48909 

MY,  HOW  WE'VEGROWN. 

%Eg^M!CH!GAN 
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Company/country 

Rank 

Page 

Inchcape  PIc/UK 

308 

341 

INCO  Ltd/Canada 

377 

322 

Industrial  Bank  of  Japan  Ltd/Japan 

55 

329 

Industrial  Equity  Ltd/ Australia 

249 

320 

Isetan  Co  Ltd/Japan 

433 

334 

Ishikawajima-Harima  Heavy  Industries  Co/)apan 

245 

332 

Isuzu  Motors  Ltd/|apan 

124 

330 

C  Itoh  &  Co  Ltd/Japan 

2 

329 

Itoham  Foods/Japan 

479 

336 

Itoman  &  Co  Ltd/Japan 

261 

332 

Ito-Yokado  Co  Ltd/[apan 

92 

330 

Iwatani  International  Corp/|apan 

410 

334 

Jacobs  Suchard  Group/Switzerland 

368 

340 

Japan  Air  Lines  Co  Ltd/Japan 

155 

330 

Jujo  Paper  Co  Ltd/Japan 

385 

334 

Jusco  Co  Ltd/|apan 

133 

330 

Kajima  Corp/Japan 

107 

330 

Kandenko  Co  Ltd/Japan 

485 

336 

Kanebo  Ltd/Japan 

327 

332 

Kanematsu  Corp/|apan 

17 

329 

Kansai  Electric  Power  Co/|apan 

70 

329 

Kao  Corp/Iapan 

346 

334 

Karstadt  Group/Germany 

211 

328 

Kaufhof  Group/Germany 

208 

328 

Kawasaki  Heavy  Industries  Ltd/Japan 

216 

332 

Kawasaki  Steel  Corp/|apan 

144 

330 

Kawasho  Corp/Japan 

106 

330 

Kesko  Group/Finland 

213 

342 

Kingfisher  PIc/UK 

314 

341 

Kinki  Nippon  Railway  Co  Ltd/|apan 

265 

332 

Kirin  Brewery  Co  Ltd/Japan 

326 

332 

KLM  Royal  Dutch  Airlines/Netherlands 

468 

336 

Kobe  Steel  Ltd/Japan 

130 

330 

Komatsu  Ltd/Japan 

241 

332 

Konica/Japan 

401 

334 

Kredietbank  NV/Belgium 

328 

322 

Kubota  Ltd/Japan 

264 

332 

Kiunagai  Gumi  Co  Ltd/Japan 

174 

330 

Kyocera  Corp/Japan 

492 

336 

Kyowa  Bank  Ltd/Japan 

233 

332 

Kyushu  Electric  Power/Japan 

167 

330 

L'Aire  Liquide  Group/France 

341 

326 

L'Oreal  Group/France 

353 

326 

John  Labatt/Canada 

373 

322 

Ladbroke  Group  PIc/UK 

252 

341 

Lafarge  Coppee/France 

312 

323 

Legal  &  General  Group/UK 

254 

341 

Lex  Service  PIc/UK 

443 

342 

Linde  AG/Germany 

500 

328 

Lloyds  Bank  Group/UK 

66 

340 

Company/country 

Rank 

Page 

Long-Term  Credit  Bank  of  Japan  Ltd/|apan 

86 

329 

Lonrho  Group/UK 

248 

341 

Lucas  Industries  PIc/UK 

406 

342 

LVMH/France 

477 

326 

Lyonnaise  des  Eaux  Group/France 

429 

326 

MAN  Group/Germany 

140 

328 

Maeda  Corp/Japan 

488 

336 

Mannesmann  Group/Germany 

91 

326 

Marks  &  Spencer  PIc/UK 

141 

341 

Marubeni  Corp/Japan 

4 

329 

Marui/Iapan 

364 

334 

MATRA/France 

419 

326 

Matsushita  Electric  Industrial  Co/Japan 

14 

329 

Matsushita  Electric  Works/fapan 

226 

332 

Matsuzakaya  Co  Ltd/|apan 

393 

334 

Mazda  Motor  Corp/Japan 

60 

329 

Meiji  Milk  Products  Co  Ltd/Iapan 

464 

336 

Metallgesellschaft  AG/Germany 

110 

326 

Michelin  Group/France 

151 

323 

Midland  Group/UK 

68 

340 

Misawa  Homes  Co  Ltd/Japan 

487 

336 

Mitsubishi  Bank  Ltd/Japan 

27 

329 

Mitsubishi  Corp/Japan 

5 

329 

Mitsubishi  Electric  Corp/Japan 

48 

329 

Mitsubishi  Heavy  Industries  Ltd/Japan 

62 

329 

Mitsubishi  Kasei  Corp/Japan 

165 

330 

Mitsubishi  Metal  Corp/Japan 

275 

332 

Mitsubishi  Motors  Corp/Japan 

57 

329 

Mitsubishi  Oil  Co  Ltd/Japan 

288 

332 

Mitsubishi  Petrochemical  Co  Ltd/Japan 

484 

'  336 

Mitsubishi  Trust  &  Banking  Corp/Japan 

108 

330 

Mitsui  OSK  Lines  Ltd/Japan 

416 

334 

Mitsui  Real  Estate  Development  Co  Ltd/Japan 

188 

330 

Mitsui  Taiyo  Kobe  Bank  Ltd/Japan 

69 

329 

Mitsui  Toatsu  Chemicals/Japan 

399 

334 

Mitsui  Trust  &  Banking  Co  Ltd/Japan 

112 

330 

Mitsui  &  Co  Ltd/Japan 

3 

329 

Mitsukoshi  Ltd/Japan 

200 

330 

MoDo  Group/Sweden 

495 

338 

Miinchener  Riickversicherungs/Germany 

207 

328 

Nagasakiya  Co  Ltd/Japan 

451 

336 

Nagase  &  Co  Ltd/Iapan 

380 

334 

Nagoya  Railroad  Co  Ltd/Japan 

473 

336 

National  Australia  Bank  Group/ Australia 

187 

320 

National  Bank  of  Canada/Canada 

461 

323 

National  Westminster  Bank  PIc/UK 

36 

340 

Nationale-Nederlanden/Netherlands 

119 

336 

NEC  Corp/Japan 

35 

329 

Nestle/Switzerland 

24 

340 

News  Corp  Ltd/ Australia 

232 

320 

350 
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High  Wire 
Performance 


Begin  with  a  simple  piece  of  wire.  Then,  consider  how  many  things  can 

be  done  to  it.  If  you  have  the  design  expertise  and  manufacturing 

capability  of  Fansteel's  Washington  Manufacturing;  you  can  form  it, 

cut  it,  straighten  it,  head  it,  thread  it,  press  it,  weld  it,  drill  it,  mill  it, 

turn  it  or  plate  it  into  thousands  of  critically  important  parts  for 

industrial  and/or  commercial  use. 

Case  in  point:  This  piece  which  holds  the  cover  in  place  on  the  newest 
model  John  Deere  riding  mower.  It  is  carbonized  steel,  bent  in  multiple 
planes,  to  extremely  tight  tolerances.  We  designed  it  five  times  before  it 
was  the  best  it  could  be.  And  it  was  the  best  it  could  be  before  we  made 
production  part  one  .  .  .  because  to  us  it's  not  just  bent  wire.  It's  a  part 
that  must  give  unfailing  performance  for  a  long,  long  time. 

High  wire  performance  from  Fansteel  Washington  Manufacturing. 
Another  reason  why  it  will  pay  you  to  know  more  about  us. 


[fansteel 


An  integrated  producer  of  aircraft/aerospace, 
metalworking  and  energy-related  products. 


FANSTEEL  INC.  •  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (708)  689-4900 


Where  to  find  the  Forbes  foreign  500 


Company /country 

Rank 

Page 

Nichii  Co  Ltd/Iapan 

175 

330 

Nichimen  Corp/Japan 

12 

329 

Nichitei  Corp/Japan 

445 

334 

Nippon  Credit  Bank  Ltd/fapan 

184 

330 

Nippon  Express  Co  Ltd/|apan 

132 

330 

Nippon  Light  Metal  Co  Ltd/Japan 

363 

334 

Nippon  Meat  Packers/japan 

324 

332 

Nippon  Mining  Co  Ltd/Japan 

219 

332 

Nippon  Oil  Co  Ltd/Japan 

75 

329 

Nippon  Steel  Corp/Japan 

49 

329 

Nippon  Suisan  Kaisha  Ltd/|apan 

359 

334 

Nippon  Telegraph  &  Telephone  Corp/Iapan 

13 

329 

Nippon  Yusen  KK/Japan 

300 

332 

Nippondenso  Co  Ltd/|apan 

136 

330 

Nissan  Motor  Co  Ltd/Japan 

16 

329 

Nisshin  Steel  Co  Ltd/Japan 

420 

334 

Nissho  Iwai  Corp/Japan 

6 

329 

NKK  Corp/»apan 

109 

330 

Nobel  Industrier  AB/Swtden 

425 

338 

Nokia/Finland 

290 

342 

Nomura  Securities  Co  Ltd/Iapan 

162 

330 

Noranda/Canada 

177 

322 

Nordbanken  Group/Sweden 

295 

338 

Norsk  Hydro  a  s/Norway 

131 

342 

Nova  Corp  of  Alberta/Canada 

367 

322 

OCP-Office  Commercial  Pharmaceutique/France 

403 

326 

Oerlikon-BiJhrle  Group/Switzerland 

498 

340 

Ohbayashi  Corp/Japan 

189 

330 

Oji  Paper  Co  Ltd/Japan 

333 

334 

Oki  Electric  Industry  Co  Ltd/Japan 

347 

334 

Olivetti  Group/Italy 

222 

328 

Omron  Corp/Japan 

499 

336 

OMV  AG/Austria 

412 

342 

Onoda  Cement  Co  Ltd/Iapan 

478 

336 

Osaka  Gas  Co  Ltd/Iapan 

319 

332 

Oshawa  Group  Ltd/Canada 

357 

322 

Pacific  Dunlop  Ltd/ Australia 

402 

320 

Paribas  Group/France 

72 

323 

Pechiney  Group/France 

79 

323 

Peninsular  &  Oriental  Steam  Navigation/UK 

185 

341 

Petrobras-Petroleo  Brasileiro  SA/Brazil 

423 

344 

Petrofina  SA/Belgium 

102 

322 

Peugeot  Groupe  SA/France 

38 

323 

Philips  Group/Netherlands 

29 

336 

Pilkingtoa  P!c/UK 

316 

341 

Pioneer  Electronic  Corp/Japan 

404 

334 

Pioneer  International  Group/ Australia 

462 

320 

Pirelli  SpA/Italy 

202 

328 

Preussag  Group/Germany 

149 

328 

Groupe  Printemps/France 

339 

326 

Company/country 

Rank 

Page 

Procordia  Group/Svifeden 

455 

338 

Promodes  Group/France 

164 

323 

Provigo  Inc/Canada 

293 

322 

Prudential  Corp  Plc/UK 

83 

340 

Racal  Electronics/UK 

457 

342 

Ranks  Hovis  McDougall  Plc/UK 

483 

342 

Repsol  SA/Spain 

129 

338 

Rhone-Poulenc  Group/France 

98 

323 

Ricoh  Co  Ltd/japan 

259 

332 

RMC  Group  Plc/UK 

355 

342 

Roche  Holding/Switzerland 

253 

340 

Rolls-Royce  Plc/UK 

307 

341 

Royal  Bank  of  Canada/Canada 

105 

322 

Royal  Bank  of  Scotland  Group  Plc/UK 

277 

341 

Royal  Dutch/Shell  Group/Netherlands 

7 

336 

Royal  Insurance  Holdings  Plc/UK 

142 

341 

Royal  Trustco  Ltd/Canada 

459 

323 

RTZ  Corporation  Plc/UK 

172 

341 

RWE  Group/Germany 

47 

326 

Saab-Scania  Group/Sweden 

205 

338 

Saatchi  &  Saatchi  Plc/UK 

191 

341 

SAE-Societe  Auxiliaire  d'Entreprises/France 

369 

326 

}  Sainsbury  Plc/UK 

103 

341 

Saint-Gobain  Group/France 

116 

323 

Saitama  Bank  Ltd/Japan 

242 

332 

Sandoz  Group/Switzerland 

180 

340 

Sandvik  AB/Sweden 

496 

338 

Sankyo  Co  Ltd/Japan 

439 

334 

Sanwa  Bank  Ltd/Japan 

26 

329 

Sanyo  Electric  Co  Ltd/Iapan 

123 

330 

Sanyo-Kokusaku  Pulp  Co/Iapan 

421 

334 

Schering  Group/Germany 

470 

328 

Schlumberger  Ltd/Netherlands  Antilles 

317 

336 

Schneider  SA/France 

183 

323 

Seagram  Co  Ltd/Canada 

330 

322 

Sears  Plc/UK 

427 

342 

Seibu  Railway  Co  Ltd/Iapan 

474 

336 

Seiyu  Ltd/Iapan 

158 

330 

Sekisui  Chemical  Ltd/Japan 

304 

332 

Sekisui  House  Ltd/Japan 

234 

332 

Sharp  Corp/Japan 

137 

330 

Shimizu  Corp/Iapan 

122 

330 

Shinsho  Corp/Japan 

371 

334 

Shin-Etsu  Chemical/Japan 

486 

336 

Shiseido  Co  Ltd/Iapan 

454 

336 

Showa  Denko  KK/Iapan 

361 

334 

Showa  Shell  Sekiyu  KK/Iapan 

120 

330 

Siemens  Group/Germany 

20 

326 

Skandinaviska  Enskilda  Bank  Group/Sweden 

231 

338 

Skanska  AB/Sweden 

323 

338 

352 
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IHIHHBMI 


jlQSfl-Phllips  Lighting  Co. -A  Division  of  N. A.  Philips  Corp.  CX^     Mercedes-Benz  -  Registered  Trademarl<s  of  Daimler-Benz  AG.  Stuttgart.  Federal  Republic  of  Germany 


Mercedes  SL 


You'll  save  enough  with  Philips  SL  to  buy 
an  SL  from  a  different  manufacturer. 


Philips  SL*  Lamps  can  save  you  a  carload 
of  money.  Let's  say  you  have  a  500 
room  hotel.  If  you  put  SL*  Lamps  in 
your  corridors  alone,  you'll  save 
$66,000  over  the  life  of  the  lamps. 

That's  because  an  SL*  can 
reduce  energy  costs  by  an  amazing 
76%  compared  to  incandescents. 
Also,  they  last  up  to  13  times  longer 
than  incandescents,  so  you'll  save 
even  more  on  maintenance  costs. 


Philips  SL* 


There  are  SL*  Lamps  for  general  lighting, 
high-hat  downlighting,  decorative  lighting  and  a 
brand  new  one  for  low  lumen  areas.  Each  fits 
right  into  an  ordinary  incandescent  socket  and 
produces  the  same  warm  light. 

To  find  out  more  about  Philips  incredibly 
efficient  SL*,  call  1-800-631-1259  and  talk  to  our 
Lighting  Team.  Then  you  can  start  picking 
out  the  color  of  your  other  SL. 

It's  time  to  change  your  bulb" 


Philips  Lighting 


PHILIPS 
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Page 

SKf  Group/Sweden 

386 

338 

SME-Soc  Meridionale  Finanziaria/Italy  . 

422 

328 

Smith  (WH)  Group  Plc/UK 

431 

342 

SmithKline  Beecham  Plc/UK 

201 

341 

Snow  Brand  Milk  Products  Co  Ltd/Iapan 

197 

330 

Societe  Generate  Group/France 

61 

323 

Solvay  Group/Belgium 

230 

322 

Sony  Corp/(apan 

51 

329 

South  African  Breweries  Ltd/South  Africa 

332 

344 

Ssangyong  Group/Korea 

196 

344 

Standard  Chartered  Group/UK 

263 

341 

STC  Group  Plc/UK 

351 

342 

STET  Group/Italy 

84 

328 

Stora  Group/Sweden 

225 

338 

Suez  Group/France 

43 

323 

Sulzer  Group/Switzerland 

384 

340 

Sumitomo  Bank  Ltd/|apan 

30 

329 

Sumitomo  Chemical  Co  Ltd/)apan 

217 

332 

Simiitomo  Corp/Japan 

1 

329 

Sumitomo  Electric  Industries  Ltd/|apan 

203 

330 

Sumitomo  Metal  Industries  Ltd/Japan 

134 

330 

Sumitomo  Metal  Mining  Co  Ltd/|apan 

382 

334 

Sumitomo  Rubber  Industries/|apan 

417 

334 

Sumitomo  Trust  &  Banking  Co  Ltd/)apan 

101 

330 

Sun  Alliance  Group  Plc/UK 

224 

341 

Suzuki  Motor  Co  Ltd/Japan 

212 

332 

SCA-Svenska  Cellulosa  AB/Sweden 

388 

338 

Svenska  Handelsbanken/Sweden 

280 

338 

Swire  Pacific  Ltd/Hong  Kong 

408 

344 

Swiss  Bank  Corp/Switzerland 

166 

340 

Swiss  Re  Group/Switzerland 

152 

340 

Swissair  Group/Switzerland 

460 

340 

Tabacalera/Spain 

374 

338 

Taisei  Corp/Japan 

93 

330 

Taisho  Marine  &  Fire  Insurance  Co  Ltd/Japan 

449 

334 

Taiyo  Fishery  Co  Ltd/Japan 

181 

330 

Takashimaya  Co  Ltd/Iapan 

194 

330 

Takeda  Chemical  Industries  Ltd/Japan 

285 

332 

Tarmac  Plc/UK 

271 

341 

Tate  &  Lyle  Group/UK 

287 

341 

TDK/Japan 

437 

334 

Teijin  Ltd/Iapan 

349 

334 

Telefonica/Spain 

251 

338 

Tesco  Plc/UK 

148 

341 

Thomson  Corp/Canada 

297 

322 

Thomson  CSF  SA/France 

291 

323 

Thorn  EMI  Plc/UK 

255 

341 

Thyssen  Group/Germany 

53 

326 

TNT  Ltd/ Australia 

456 

320 

Tobishima/Iapan 

458 

336 

Company/countr>' 

Rank 

Page 

Toda  Construction  Co  Ltd/Iapan 

358 

334 

Tohoku  Electric  Power  Co/Iapan 

168 

330 

Tokai  Bank  Ltd/Iapan 

73 

329 

Tokio  Marine  &  Fire  Insurance  Co  Ltd/Iapan 

215 

332 

Tokyo  Electric  Power  Co/Iapan 

25 

329 

Tokyo  Gas  Co  Ltd/Iapan 

266 

332 

Tokyu  Construction  Co  Ltd/Iapan 

413 

334 

Tokyu  Department  Stores/Iapan 

453 

336 

Tonen  Corp/Iapan 

315 

332 

Toppan  Printing  Co  Ltd/Japan 

198 

330 

Toray  Industries/|apan 

257 

332 

Toronto-Dominion  Bank/Canada 

247 

322 

Toshiba  Corp/Iapan 

22 

329 

Toshoku  Ltd/Iapan 

289 

332 

TOTAL  Gtoup-Ftan^aise  des  Petroles/France 

59 

323 

Toyo  Menka  Kaisha  Ltd/Iapan 

11 

329 

Toyo  Seikan  Kaisha  Ltd/Iapan 

292 

332 

Toyo  Trust  &  Banking  Co  Ltd/Iapan 

190 

330 

Toyobo  Co  Ltd/Iapan 

381 

334 

Toyota  Automatic  Loom  Works  Ltd/Iapan 

426 

334 

Toyota  Motor  Corp/Iapan 

8 

329 

Toyota  Tsusho  Corp/Iapan 

81 

329 

Trafalgar  House  Plc/UK 

278 

341 

Trelleborg  AB/Sweden 

365 

338 

Trusthouse  Forte  Plc/UK 

372 

342 

UAP-Union  des  Assurances  de  Paris/France 

121 

323 

Ube  Industries  Ltd/Iapan 

331 

334 

Unibanco  Group/Brazil 

366 

344 

Unigate  Group/UK 

378 

342 

Unilever/Netherlands 

21 

.    336 

Union  Bank  of  Switzerland/Switzerland 

157 

340 

United  Biscuits  (Holdings)  Plc/UK 

391 

342 

Uny  Co  Ltd/Iapan 

336 

334 

Valeo  Group/France 

480 

326 

VEBA  Group/Germany 

31 

326 

VEW-Vereinigte  Elektrizitatswerke  Westfa/Germany 

444 

328 

VIAG  Group/Germany 

273 

328 

Volkswagen  Group/Germany 

19 

326 

Volvo  Group/Sweden 

76 

338 

Westpac  Banking  Group/Australia 

113 

320 

Whitbread  &  Co  Plc/UK 

442 

342 

George  Wimpey  Plc/UK 

428 

342 

Winterthur  Group/Switzerland 

178 

340 

YPF-Yacimientos  Petroliferos  Fiscales/Argentina 

204 

344 

Yamaha  Corp/Iapan 

411 

334 

Yamaha  Motor  Co  Ltd/Iapan 

360 

334 

Yamazaki  Baking  Co  Ltd/Iapan 

469 

336 

Yasuda  Fire  &  Marine  Insurance  Co  Ltd/Iapan 

260 

332 

Yasuda  Trust  &  Banking  Co  Ltd/Iapan 

153 

330 

Zurich  Insurance  Group/Switzerland 

99 

340 

354 
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Tb  you  it's  a  river. 
Tb  us,  it's  the  Autobaha 


USS  Fairfield  Works  and  the  Warrior  &  Gulf  Navigation  Company  co-sponsored  this  ad  witli  tlie  State  of  Alabama 


In  Alabama,  we're  as  proud  of  our  river  transportation  system  as  some  countries  are  of 
their  highways.  Much  ado  about  nothing,  you  asl<? 

Not  when  you  consider  that  the  hundreds  of  millions  of  dollars  companies  save  here  by 
using  barge  transportation  goes  directly  to  their  profit  columns. 

Or  that  with  more  than  1,300  miles  of  navigable  waterways,  our  water  access  rivals  many 
states'  highway  access.  In  fact,  our  waterways  reach  to  not  just  every  corner  of  the  state  but 
virtually  every  corner  of  the  globe  via  the  Port  of  Mobile  and  the  Gulf  of  Mexico. 

And  to  complement  a  transportation  system  so  ideally  suited  to  moving  raw  materials, 
Alabama  boasts  more  natural  resources  than  any  other  state  but  Alaska,  including  22  million 
acres  of  commercial  forestland. 

Of  course,  when  you  need  to  move  people  or 
products  more  quickly,  we  also  offer  excellent  highway, 
air  and  rail  facilities.  Call  or  write  us  today  for  more 
surprising  facts. 

Because  in  Alabama,  there's  no  limit  to  the  ways 
we  can  move  your  business  along. 


ALABAMA 

The  Great  Surprise. 


Alabama  Development  Office,  State  Capitol,  Montgomery,  AL  36130.  Call  Toll  Free  1-800-248-0033. 


The  100  largest  foreign  investments  in  the  U.S. 


Foreign  investors  bought 
fewer  U.S.  assets  last  year 


Is  FOREIGN  MONEY  taking  over  the  U.S.  economy?  Of 
course  not.  Has  foreign  buying  here  peaked?  Perhaps: 
The  U.S.  Department  of  Commerce  reports  that  net 
capital  inflow  from  foreigners  into  the  U.S.  during  1989 
was  $215  billion,  slightly  below  1988's  record  $219  billion. 
Foreign  purchases  of  U.S.  financial  assets,  mainly  U.S. 
Treasury  obligations,  are  also  slowing  down. 

In  terms  of  investments  in  plant  and  equipment,  Mergers 
&  Accjuisitions  magazine  reports  that  last  year  foreigners 
spent  $53  billion,  acquiring  a  total  of  521  U.S.  companies. 
That's  a  lot  of  money,  but  the  figure  is  down  from  $62 
billion  in  1988. 

Who's  doing  the  buying?  Overall  the  British  were  the 
most  acquisitive  foreigners  during  1989.  U.K.  companies 
spent  $24  billion  merging  with  or  acquiring  158  U.S. 
corporations,  including  SmithKline  Beckman  (combined 
with  Beecham  in  an  $8  billion  deal)  and  Pillsbury  Co. 
(acquired  by  Grand  Metropolitan  for  almost  $6  billion). 
Japan  came  in  second  with  81  takeovers,  valued  at  about 
$9  billion.  The  biggest  single  buyout  by  the  Japanese  was 
the  $3.4  billion  paid  by  Sony  to  grab  Columbia  Pictures 
Entertainment. 

Among  the  new  entries  to  the  list  this  year  is  abb  Asea 


Brown  Boveri,  the  big  electrical  engineering  firm,  which  isl 
equally  owned  by  asea  ab  of  Sweden  and  bbc  Brownl 
Boveri  of  Switzerland.  Last  December  the  company  boughtl 
Combustion  Engineering  for  $1.6  billion.  No  longer  on  the! 
list  is  Belgium's  Groupe  Bruxelles  Lambert;  its  U.S.  arm,l 
Drexel  Bumham  Lambert,  filed  for  bankruptcy  earlier | 
this  year. 

The  figures  below  are  from  the  companies'  most  recent  | 
annual  reports,  the  majority  from  December  1989.  Reve- 
nue, net  income  and  assets  represent  the  results  of  a  I 
company's  entire  U.S.  operation,  and  not  the  proportional 
interest  the  parent  may  have  in  it.  In  general,  foreign 
companies  with  at  least  a  20%  equity  interest  in  a  U.S. 
subsidiary  are  listed  in  our  report,  provided  the  subsid- 1 
iary's  revenues  are  large  enough  (the  cutoff  is  $1.4  billion). 

The  table  also  includes  foreign  firms  that  have  an  indi- 
rect ownership  of  a  U.S.  subsidiary  as  a  result  of  control- 
ling at  least  20%  of  another  foreign  company.  Such  indi- 
rect investments  are  indicated  in  italics.  For  example, 
Hardee's  Food  Systems,  Peoples  Drug  Stores  and  Roy  Rog- 
ers are  all  subsidiaries  of  Imasco  Ltd.  of  Canada,  yet  they 
are  listed  under  England's  B.A.T  Industries.  Why?  Because 
B.A.T  owns  40%  of  Imasco. 


Rank 

Foreign  investor 

Country 

US  investment 

% 
owned 

Industry 

Revenue 
($mil) 

Net  income 
($mil) 

Assets 
($mil) 

1 

Seagram  Co  Ltd' 

Canada 

EI  du  Pont  de  Nemours* 
Joseph  E  Seagram  &.  Sons 

24 
100 

chemicals,  energy 
beverages 

35,534 

3,404 

38,938 

2,480.0  . 
560.9 

34,715 
8,069 

2 

Royal  Dutch/Shell  Group* 

Netherlands/UK 

SheU  Oil 

100 

energy,  chemicals 

21,703 

1,405.0 

27,599 

3 

British  Petroleum  Pic* 

UK 

BP  America 

100 

energy 

16,566 

NA 

20,438 

B.A.T  Industries  Pic* 
Imasco  Ltd 


UK  BATUS  100  multicompany 

Farmers  Group  100  insurance 

Canada  Hardee's  Food  Systems  100  fast  food 

Peoples  Drug  Stores  100  drugstores 

Roy  Rogers  100  fast  food 


7,093 

3,503 

1,020 

648 

12,264 


NA 

NA 
NA 
NA 


3,495 

NA 
NA 
NA 


Grand  Metropolitan  Ltd* 


UK 


Burger  King  100 

Grand  Metropolitan  USA       100 
Pillsbury  100 


fast  food 

beverages,  retailing 
food  processors 


5,700 

3,705 

2,400 

11,805 


NA 
NA 
NA 


NA 
NA 
NA 


Tengelmann  Group 


Germany 


Great  A&P  Tea* 


53        supermarkets 


11,148 


146.7 


2,832 


Campeau 


Canada  Federated  Dept  Stores  100        retailing 

Allied  Stores  100        retailing 

Ralphs  Grocery  100        supermarkets 


4,867  -1,503.9 
2,706  -925.2 
2,556  -69.7 


6,600 
3,000 
1,405 


10,129 


Unilever  NV* 
Unilever  Pic* 


Netherlands 
UK 


Unilever  United  States  100        food  proc,  pers  prods         8,113 


138.0 


9,379 


'Pubhcly  traded  in  the  US  in  shares  or  ADRs. 
available. 


Note:  Some  foreign  investors  on  the  list  own  U.S.  companies  indirecdy  through  companies  in  italics.     E:  Estimate.     NA:  Not 
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In  1860,  when  Willie  Park,  Sr.  won  the  first  British  Open, 
Allendale  had  been  a  loss  control  champion  for  25  years. 


Prestwick,  Scotland.  Thirty-six  holes  in  one  day.  174 
strokes.  Few  people  thought  he  had  the  stamina.  But  as  he 
approached  the  18th  green,  they  knew  history  was  in  the 
making.  And  when  Willie  Park,  Sr.  became  the  first  person 
to  win  The  British  Open,  Allendale  Insurance  had 
already  been  a  leader  in  property  coverage  and  loss  control 
engineering  for  more  than  two  decades. 

In  a  changing  world  where  events  like  this  shape  history, 
this  is  our  way  of  reminding  you  of  one  progressive,  stable 
company  that's  been  building  long-term  relationships  with 


clients  since  1835.  At  Allendale,  doing  something  right  isn't 
good  enough.  We  find  ways  to  do  it  better.  Like  providing 
more  stable  pricing  and  coverage,  better  engineering  and 
training,  more  in-depth  research  and  testing  and  the  fairest 
ways  of  doing  business. 

Isn't  it  time  you  started  a  history  with  Allendale? 
Allendale  Insurance,  P.O.  Box  7500,  Johnston,  Rhode 
Island  02919. 
Allendale  Insurance/Factory  Mutual  System 

World  leaders  in  property  risk  monagement  since  1835. 


The  100  largest  foreign  investments  in  the  U.S. 


Rank 

Foreign  investor 

Country 

US  investment 

% 
owned 

Industry 

Revenue 

(Smil) 

Net  income 
($mil) 

Assets  1 
($mil) 

ill 

1* 

9 

Nestle  SA* 

Switzerland 

Nestle  Enterprises 

Carnation 

Alcon  Laboratories 

100 
100 
100 

food  processing 

food 

optical  products 

4,339 
2,630 

800E 
7,769 

NA 
NA 
NA 

NA    ■ 
NA  1' 
NA 

10 

Hanson  Pic' 
Consolidated  Gold 
Fields  Pic 

UK 
UK 

Hanson  Industries 
Newmont  Mining* 
Smith  Corona* 

100 
49 
48 

multicompany 
mining 
office  supplies 

5,757 
582 
493 

6,832 

760.8 

125.9 

54.4 

5,811       - 

1,302       J 

NA  1   -^ 

11 

ASEA  AB 
BBC  Brown  Boveri 
ABB  Asea  Brown  Boveri 

Sweden 

Switzerland 

Switzerland 

Asea  Brown  Boven 
Combustion  Engineering 

100" 
100 

power  generation 
power  generation 

3,251 
3,500 
6,751 

NA 
NA 

NA 
2,413 

) 

12 

Petroleos  de  Venezuela,  SA 

Venezuela 

Citgo  Petroleum 
Champlin  Refmmg 

100 
100 

refining,  marketing 
refining,  marketing 

4,941 
1,800 
6,741 

161.0 
41.1 

1,587 
490 

13 

Philips  NV 

Netherlands 

North  Amencan  Philips 

100 

electronics 

6,203 

-178.0 

3,879 

14 

Hoechst  AG' 

Germany 

Hoechst  Celanese 

100 

chemicals 

6,016 

267.0 

6,062; 

S 

15 

Sony  Corp' 

Fapan 

CBS  Records 
Columbia  Pictures 
Sony  (USI 

100 
100 
100 

records 
movies 
consumer  electronics 

2,899 
1,637 
1,400E 
5,936 

NA 
21.0 

NA 

NA 
3,709 

NA 

u 

16 

Pechiney 

France 

American  National  Can 

Howmet 

Other  companies 

100 
100 
100 

packaging 
gas  turbines 
aluminum 

4,277 
874 
509 

5,660 

NA 
NA 
NA 

NA 
NA 
NA 

« 

17 

Bayer  AG' 

Germany 

Mobay 

Miles 

Agfa 

Other  companies 

100 
100 
100 
100 

chemicals 
health  care 
photography 
chemicals 

2,150 

2,125 

947 

203 

5,425 

121.6 

59.6 

0.6 

NA 

1,595 

2,041 

733 

193 

5 

It 

18 

BASF  Group' 

Germany 

BASF 

100 

chemicals 

5,422 

90.0 

3,594 

1? 

19 

Franz  Haniel  &  Cie 

Germany 

Scnvner 
Gateway  Foods 

100 
100 

food  distribution 
food  distribution 

3,252 
2,000 
5,252 

NA 
NA 

NA 
NA 

M 

20 

Imperial  Chemical 
Industries  Pic' 

UK 

ICI  Americas 

100 

chemicals,  drugs,  paint 

5,000 

NA 

NA 

!( 

21 

IFINT  SA 

Luxembourg 

Fund  American  Cos* 
Lear  Seating 
Moog  Automotive 

22 

29 

100 

insurance 
auto  parts 
auto  parts 

3,490 

1,015 

450 

4,955 

73.0 
NA 

NA 

11,720 

NA 
NA 

11 

22 

Brascan  Ltd' 
Noranda 
John  Labatt  Ltd 

Canada 
Canada 
Canada 

Noranda  US 
Johanna  Dairies 
Other  companies 

100 
100 
100 

minerals,  forest  prods 
dairy,  juice  products 
package  foods,brewing 

3,144 
1,677 

NA 
NA 

2,229 

NA 

4,821 

« 

23 

Delhaize  "Le  Lion"  SA 

Belgium 

Food  Lion* 

44 

supermarkets 

4,717 

139.8 

1,282 

( 

24 

Ferruzzi  Group 
Montedison  Group' 

Italy 
Italy 

Central  Soya 
Himont 
Erbamont 
Other  companies 

100 
100 
100 
100 

food  processor 
chemicals 
pharmaceuticals 
chemicals 

2,319 

1,800 

165 

153 

4,437 

15.1 

NA 
NA 
NA 

789 
NA 
166 

NA 

< 

25 

Vendex  International 

Netherlands 

Dillard  Dept  Stores* 
Barnes  &  Noble 
B  Dalton 

35 
30 
50 

retailing 
retaiUng 
retailing 

3,049 
1,300 

148.1 
NA 

2,496 

NA 

( 

4,349 

d 

26 

Electrolux  AB* 

Sweden 

White  ConsoUdated 

100 

appliances 

4,300 

NA 

3,100 

( 

•Publicly  traded  in  the  U.S.  in  shares  or  ADRs. 
available. 

Note:  Some  foreign 

investors  on  the  list  own  U.S. 

companies 

indirealy  through  companies  in  italics.     E:  Estimate. 

NA:Not 
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The  100  largest  foreign  investments  in  the  U.S. 

Rank 

Foreign  investor 

Coimtry 

US  investment 

% 
owned 

Industry 

Revenue    Net  income 
($mil)           ($mil) 

Assets 
($mil) 

27 

BCE* 
Northern  Telecom  Ltd* 
Trans  Canada  Pipeline' 

Canada 
Canada 
Canada 

Northern  Telecom 
Great  Lakes  Gas  Trans 
Northern  Border  Pipeline 

100 
50 
30 

telecommunications 
gas  transmission 
gas  transmission 

3,781 
245 
231 

4,257 

NA 
30.0 
NA 

3,084 

NA 
NA 

28 

Honda  Motor  Company  Ltd* 

Japan 

Honda  of  America  Mfg 

100 

automotive 

4,200E 

NA 

NA 

29 

Fujitsu  Ltd* 

Japan 

Amdahl* 
Fujitsu  America 
Fujitsu  Microelectronics 

44 
100 
100 

electronics 
electronics 
electronics 

2,101 
1,500 

545 
4,146 

152.9 

NA 

-75.0 

2,234 
NA 
390 

30 

Bridgestone* 

Japan 

Bridgestone/Firestone 
Bridgestone  USA 

100 
100 

tire  &  rubber 
tire  &  rubber 

3,500E 
600E 
4,100 

NA 
NA 

NA 
NA 

31 

Ahold  NV 

Netherlands 

First  National  Supermkts 

BI-LO 

Giant  Food  Stores 

86 
100 
100 

supermarkets 
supermarkets 
supermarkets 

1,837 

1,430 

790 

4,057 

NA 
NA 
NA 

NA 
NA 
NA 

32 

Toyou  Motor  Corp* 
Nippondenso  Co  Ltd' 

Japan 
Japan 

New  United  Motor  Mfg 
Toyota  Motor  Mfg 
Nippondenso  America 

50 
100 
100 

automotive 
automotive 
auto  parts 

1,700E 
1,800E 

556 
4,056 

NA 
NA 
NA 

NA 
NA 
NA 

- 

33 

Anglo  Amei  of  S  Africa* 
Minorca' 

South  Africa 
Luxembourg 

Engelhard* 
Inspiration  Resources* 

30 
56 

metals 
agricultural,  mining 

2,403 
1,373 
3,776 

-77.5 
25.2 

1,340 
915 

34 

CIBA-GEIGY  Ltd 

Switzerland 

CIBA-GEIGY 

100 

chemicals,  drugs 

3,732 

NA 

3,085 

r 
35 

Volvo  AB* 

Sweden 

Hertz  Corporation 
Volvo  GM  Heavy  Truck 
VME  Americas 

26 
76 
50 

car  rental 

automotive 

automotive 

2,253 

1,154 

318 

3,725 

65.1 

NA 
NA 

3,669 

NA 
NA 

- 

36 

CS  Holding 

Switzerland 

First  Boston 

100 

investment  banking 

3,654' 

NA 

NA 

_ 

37 

Siemens  AG* 

Germany 

Siemens  Corporation 

100 

electronics 

3,560 

-306.0 

3,400 

38 

Compagnies  des  Machines 
Bull* 

France 

Bull  HN  Information  Sys 
Zenith  Data  Systems 

72 
100 

information  systems 
information  systems 

2,151 

1,400E 

3,551 

1.1 

NA 

NA 

NA 

39 

SmithKline  Beecham  Pic* 

UK 

SmithKline  Beecham  (US) 

100 

drugs,  consumer  prods 

3,244 

NA 

2,602 

40 

Hongkong  &  Shanghai 
Banking  Corp* 

Hong  Kong 

Marine  Midland  Banks 

100 

banking 

3,168 

-1.1 

27,067 

- 

41 

RTZPlc 

Rio  Algom  Ltd' 
RTZ  Pillar  Ltd 

UK 

Canada 
UK 

US  Borax  &.  Chemical 
US  Silica 
Kennecott 
Rio  Algom  Inc 
Indal  US 

100 
100 
100 
100 
100 

mining,  borax 
sand,  clays 
mining 

metals,  mining 
building  products 

2,266 

430 

464 

3,160 

454.0 

NA 
NA 

2,516 

NA 
301 

42 

Alcan  Aluminium  Ltd* 

Canada 

Alcan  Aluminum 

100 

aluminum 

3,073 

15.0 

1,545 

43 

News  Corporation  Ltd* 

Australia 

News  America 

100 

media,  publishing 

3,055 

NA 

7,382 

44 

BTR  Pic* 

UK 

BTR  Dunlop 

100 

construction,  controls 

3,043 

NA 

NA 

45 

Petiofina  SA 

Belgium 

American  Petrofina* 

86 

energy 

3,036 

96.2 

2,505 

46 

Canefout 

France 

Costco  Wholesale* 

20 

retaihng 

3,000 

27.0 

624 

" 

47 

Jefferson  Smurfit  Group  Pic 
Smurfit  International  BV 

Ireland 
Netherlands 

Jefferson  Smurfit 
Container  Corp  of  Am 

50 
50 

paper,  packaging 
paper,  packaging 

2,936 

36.0 

2,437 

48 

Zurich  Instuance  Group 

Switzerland 

Zurich  Insurance  Grp  US 

100 

insurance 

2,884^ 

69.4 

7,332 

" 

'     *' 

Thomson  SA* 

France 

Thomson  Consumer  Elec 

100 

consumer  electronics 

2,877 

NA 

1,226 

1 

50 

Dalgety  Pic 

UK 

Martm-Brower 
Modem  Maid  Food 

100 
100 

food  distribution 
food  products 

2,850E 

NA 

NA 

•Publicly  traded  in  the  U.S.  in  shares  or  ADRs.     Note:  Some  foreign  investors  on  the  list  own  U.S.  companies 
September  1988.     ^Includes  seven  months  from  Maryland  Casualty,  acquired  in  May  1989.     E:  Estimate. 

indirealy  through  companies  in  italics. 
NA:  Not  available. 

'For  12  months  ended 
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The  100  largest  foreign  investments  in  the  U.S.               | 

1 

■ 

Rank 

Foreign  investoi 

Country 

US  investment 

% 
owned 

Industry 

Revenue    Net  income 
($mil)           ($mil] 

Assets 
(SmU) 

* 

51 

Manufacturers  Life 
Insurance 

Canada 

Manufacturers  Life  Ins  US 

100 

insurance 

2,800E 

NA 

NA 

52 

Prudential  Corporation  Pic* 

UK 

Jackson  National  Life 

100 

insurance 

2,732 

87.8 

7,829 

53 

NKK  Corp' 

Japan 

National  Steel 
hit'l  Light  Metals 

70 
40 

steel 

aluminum,  titanium 

2,577 

136 

2,713 

60.2 
3.0 

1,807 
173 

} 

54 

Rhone-Poulenc  Group* 

France 

Rhone-Poulenc 
Rorer  Group* 

100 
52 

chemicals 
pharmaceuticals 

1,520 
1,182 
2,702 

NA 
86.5 

2,900 
1,792 

55 

Elf  Aquitaine  Group 

France 

Elf  Aquitaine,  Inc 

100 

oil  &  gas,  chemicals 

2,699 

NA 

4,515 

56 

Henkel  KGaA 

Germany 

Clorox* 

Henkel  of  America 

Loctite* 

28 

100 

26 

household  products 

chemicals 

chemicals 

1,356 
885 
456 

2,697 

124.1 
NA 
54.5 

1,213 
NA 
362 

57 

Edmund  )  Safra 
Sabaa  SA 

Switzerland 
Switzerland 

Repubhc  NY* 

32 

banking 

2,575 

24.0 

25,467 

5 

58 

Royal  Insurance  Holdings  Pic 

UK 

Royal  USA 

100 

insurance 

2,553 

-35.0 

5,348 

M 

59 

Mazda  Motor 

lapan 

Mazda  Motor  Mfg  USA 

100 

automotive 

2,500E 

NA 

NA 

60 

Power  Corp  of  Canada 
Great-West  Lifeco 

Canada 
Canada 

Great-West  Life  Assur 

99 

insurance 

2,446 

NA 

9,523 

61 

Broken  Hill  Proprietary* 

Australia 

Pacific  Resources 
BHP  Petroleum  (Amencas] 
BHP-Utah  Minerals 
Hamilton  Oil* 

100 

100 

100 

51 

energy 
energy 
mining 
energy 

900E 
800E' 
500E' 
208 
2,408 

NA 
NA 
NA 
14.7 

NA 
NA 
NA 
761 

II 

62 

Total  CFP 

France 

Total  Petroleum  NA* 
Total  Minatome 

51 
100 

energy 
oil  &  gas 

2,171 

200 

2,371 

48.2 
NA 

1,156 

NA 

li 
It 

63 

Bank  of  Tokyo  Ltd* 

lapan 

Union  Bank' 

Bank  of  Tokyo  Trust 

77 
100 

banking 
banking 

1,650 

719 

2,369 

138.9 
24.8 

15,376 
8,200 

i 

9 

64 

Daimler-Beiu  Group 
AEG  AG 

Germany 
Germany 

Freightliner 

AEG 

Other  companies 

100 
100 
100 

automotive 

elec  equip,  electronics 

elec  equip,  computers 

1,764 
600 

NA 
NA 

NA 
NA 

II 

2,364 

R 

65 

Maxwell  Communications 

UK 

Macmillan 

Maxwell  Communications 
Official  Airline  Guides 
Macmillan  McGraw-Hill 

100 

100 

100 

50 

publishing 
publishing,  printing 
publishing 
school  pubUshing 

2,329 

NA 

NA 

li 
II 

66 

Dainippon  Ink  & 
Chemicals 

Japan 

Sim  Chemical 
Reichhold  Chemicals 
Polycluome 

100 
100 
100 

printing,  chemicals 

chemicals 

printing 

1,OOOE 
990E 
266 

2,256 

NA 
NA 
7.0 

NA 
NA 
256 

» 

67 

Bertelsmann  AG 

Germany 

Bertelsmann  USA 

100 

printing,  publishing 

2,250E 

NA 

NA 

<f! 

68 

National  Westminster 
Bank  Pic* 

UK 

National  Westminster  Be 

100 

banking 

2,201 

-139.5 

21,773 

69 

AEGON  NV 

Netherlands 

AEGON  USA 

100 

insurance 

2,132 

94.8 

7,700 

70 

Sandoz  Ltd 

Switzerland 

Sandoz  United  States 

100 

chemicals,  drugs 

2,125 

NA 

NA 

71 

Nissan  Motor  Co  Ltd* 

Japan 

Nissan  Motor  Mfg  USA 

100 

automotive 

2,100E 

NA 

NA 

i 

72 

General  Electric  Pic* 

UK 

Picker  International 

ABDick 

Other  companies 

100 
100 
100 

medical  equipment 
office  equipment 
elec  sys,  components 

2,075 

NA 

NA 

gjii 

73 

SNECMA 

France 

CFM  Intemational 

50 

aviation 

2,064 

2.8 

1,008 

74 

late  &  Lyle  Pic* 

UK 

A  E  Staley  Manufacturing 
Pacific  Molasses 
Western  Sugar 
Other  companies 

90 
100 
100 
100 

food  distr,  processors 
molasses,  animal  feeds 
sugar  refining 
sugar  processing 

1,100 
940 

NA 
NA 

NA 
NA 

2,040 

•Publicly  traded  in  the  US.  in  shares  or  ADRs. 
revenues.     E:  Estimate.     NA:  Not  available. 

Note:  Some  foreign  investors  on  the  list  own  U.S.  < 

rompanies  indirectly  through  companies  in  italics 

^Includes  Canadian 
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Rank 

Foreign  investor 

Country 

US  investment 

% 
owned 

Industry 

Revenue    Net  income 
($mil)           (Smil) 

Assets 
($mU) 

75 

Nationale-Nederlanden  NV 

Netherlands 

Nationale-Nederlanden  US 

100 

insurance 

2,023 

63.3 

5,937 

76 

Sun  Life  Assurance  Co 
of  Canada 

Canada 

Sun  Life  of  Canada  (US| 
Sun  Life's  US  Subs 

100 
100 

insurance 
insurance 

1,289 

635 

1,924 

-22.2 
NA 

4,970 
NA 

77 

Roche  Holding  Ltd 

Switzerland 

Hoffmann-La  Roche 

100 

drugs,  chemicals 

1,800 

NA 

NA 

■    78 

George  Weston  Ltd 
Loblaw  Cos 

Canada 
Canada 

Stroehmann  Bakeries 
Interbake  Foods 
Eddy  Paper 
National  Tea 

100 
100 
100 
100 

bakery 

bakery 

paper  products 

supermarkets 

675 

1,095 
1,770 

NA 
NA 

259 
500E 

79 

Regie  Nationale  des 
Usines  Renault 

France 

Mack  Trucks* 

45 

automotive 

1,751 

-185.7 

1,616 

80 

Beazer  Pic* 

UK 

Beazer  East 
Beazer  West 
Beazer  Properties 

100 
100 
100 

const  materials 
const  materials 
real  estate 

1,749 

NA 

3,900E 

81 

General  Accident  Fire 
&  Ufe  Pic 

Scotland 

Gen  Accident  Corp  of  Am 

100 

insurance 

1,740 

129.1 

4,441 

82 

Canadian  Pacific  Ltd' 
AMCA  Int'l  Ltd' 

Canada 
Canada 

Soo  Line 

Canadian  Pacific  US 

AMCA  US 

100 
100 
100 

railroad 

transportation,  steel 
industrial  machinery 

550 
360E 
829 
1,739 

-27.3 
NA 
NA 

861 
NA 
309 

83 

Crownx 

Canada 

Crown  Life  lnsurance|US| 
United  Health 

94 
100 

insurance 
health  care 

1,346 

366 

1,712 

NA 
NA 

NA 

NA 

84 

BOC  Group  Pic' 

UK 

BOC  Group 

100 

gases  &  health  care 

1,700 

41.0 

1,900 

85 

Thomson  Corp 

Canada 

Thomson  US 

100 

publishinj; 

1,692 

NA 

4,095 

86 

J  Sainsbury  Pic' 

UK 

Shaw's  Supermarkets 

100 

supermarkets 

1,690 

NA 

NA 

87 

Moore  Corp  Ltd' 

Canada 

Moore  Business  Forms 

100 

business  forms 

1,666 

93.6 

973 

88 

NV  AMEV 

Netherlands 

AMEV  Holdings  Inc 

100 

insurance 

1,650 

60.1 

2,840 

89 

AkzoNV 

Netherlands 

Akzo  Amenca  Inc 

100 

multicompany 

1,644 

NA 

1,995 

90 

Glaxo  Holdings  Pic' 

UK 

Glaxo 

100 

eth  pharmaceutical 

1,637 

NA 

NA 

91 

Thyssen  Group* 

Germany 

Budd  Company 

100 

auto  parts 

1,540 

19.6 

NA 

92 

Otto  Family 

Germany 

Spiegel* 

87 

catalog  retailing 

1,525 

73.3 

1,424 

93 

Sobey  Parties 

Canada 

Hannaford  Brothers' 

25 

food  distnbution 

1,521 

37.4 

470 

94 

United  Biscuits  (Holdings) 

UK 

Keebler 

100 

food  processing 

1,472 

21.6 

656 

95 

TBG  Holding  NV 

Netherlands 

TBG  USA 
Ball-InCon  Glass 

100 
50 

pumps,  info  sys 
containers,  packaging 

900E 
536 
1,436 

NA 
NA 

NA 
NA 

96 

Continental  AG' 

Germany 

General  Tire 

100 

tire 

1,390 

25.4 

NA 

97 

Pakhoed  Holding 

Netherlands 

Univar* 

35 

chemicals 

1,379 

21.5 

472 

98 

Commercial  Union  Assur  Pic 

UK 

Commercial  Union 

100 

insurance 

1,371 

25.6 

2,435 

99 

Olympia  &  York  Dev  Ltd 
Abitibi-Price' 
Trizec 

Canada 
Canada 
Canada 

Landmark  Land* 
Abitibi-Pnce*  (US| 
Rouse* 

25 

100 

23 

real  estate 

bldg  prods,  newsprint 

property  dev,  banking 

527 

344 

495 

1,366 

-34.9 
NA 
10.4 

2,667 

419 

2,300 

100 

Saint-Gobain 

France 

CertainTeed 

100 

building  supplies 

1,362 

30.4 

1,126 

Publicly  traded  in  the  U.S.  in  shares  or  ADRs. 
.vailable. 

Note:  Some  foreign 

investors  on  the  list  own  US.  companies 

indirectly  through  companies  in  italics. 

E:  Estimate. 

NA:  Not 
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The  100  largest  U.S.  multinationals 


U.S.  firms  with  the 
biggest  foreign  revenues 


Tl  HE  FOLLOWING  NUMBERS  may  Surprise  the  gloom- 
sayers  who  worry  about  foreign  money  buying  up 
U.S.  industrial  assets:  U.S.  companies  increased  their 
net  direct  investment  in  Western  Europe  alone  by  $19 
billion  in  1989,  compared  with  $3.3  billion  in  1988.  In  a 
similar  vein,  revenues  from  foreign  operations  of  Ameri- 
ca's 100  largest  multinationals  (see  table  below)  increased 
by  over  9%,  to  $553  billion  in  1989.  In  other  words, 
American  companies  as  well  as  foreign  ones  benefit  from 
today's  relatively  free  flow  of  capital  across  borders. 

The  big  buildup  in  Western  Europe  stems,  of  course, 
from  a  fear  of  increased  European  protectionism  after 
1992,  when  most  economic  borders  between  member  na- 
tions of  the  European  Economic  Community  will  come 
down.  No  one  wants  to  get  frozen  out.  The  new  Europe 
will  be  a  $6  trillion  economy  with  over  325  million  con- 
sumers, almost  80  million  more  than  the  U.S.  has.  And  if 
Eastern  Europe  becomes  a  gold  mine,  what  better  place  to 


mine  it  from  than  a  viable  West  European  base?  Indeed, 
the  initial  wave  of  investment  in  the  Eastern  bloc  coun- 
tries is  being  generated  by  such  multinational  giants  as 
McDonald's,  General  Electric  and  General  Motors. 

All  of  this  bodes  well  for  U.S.  multinational  corpora- 
tions. William  Sterling,  international  economist  for  Mer- 
rill Lynch  Capital  Markets,  expects  annual  gross  domestic 
product  growth  of  3%  to  3.5%  in  the  European  Economic 
Community  over  the  next  four  to  five  years.  Sterling's 
forecast  for  the  U.S.  is  for  only  2%  average  annual  growth. 

With  $63  billion  in  foreign  sales,  Exxon  is  still  the 
largest  U.S. -based  multinational.  General  Motors,  with 
foreign  sales  of  nearly  $34  billion,  a  16%  increase,  moved 
past  Ford.  In  fact,  gm's  strength  in  Europe  offset  an  esti- 
mated $2  billion  loss  on  its  auto  sales  in  the  U.S. 

(When  calculating  foreign  sales,  exports  from  the  U.S. 
are  not  considered,  nor  are  intergeographic  sales  between 
affiliates.)  It's  a  good  time  to  be  a  multinational. 


1989 
rank 

Company 

Foreign 
(Smil) 

Foreign 
(Smil) 

— Net  proKt' 

Foreign 
Total            as  % 
(Smil)          of  total 

Total 

(Smil) 

Foreign 

as% 
of  total 

Foreign 

(Smil) 

Total 
(Smil) 

Foreign 
as% 
of  total 

1 

Exxon 

63,429 

86,656 

73.2 

2,888 

2,975             97.1 

46,417 

83,219 

55.8 

2 

IBM 

36,965 

62,710 

58.9 

4,145 

3,758           110.3 

37,793 

77,734 

48.6 

3 

General  Motors 

33,768 

126,932 

26.6 

2,952 

4,224            69.9 

43,576 

172,899 

25.2 

4 

Mobil 

33,003^ 

50,976^ 

64.7 

1,648^ 

2,663^           61.9 

19,972 

39,080 

51.1 

5 

Ford  Motor 

31,964 

96,146 

33.2 

2,208 

3,835             57.6 

43,218 

160,695 

26.9 

6 

Citicorp 

19,877 

37,970 

52.3 

^16 

498             DP 

87,168'' 

221,002'' 

39.4 

7 

EI  du  Pont  de  Nemours 

14,152^ 

35,534^ 

39.8 

896* 

2,881*           31.1 

10,244 

34,715 

29.5 

8 

Texaco 

13,710 

32,416 

42.3 

2,054^ 

2,942'»           69.8 

6,827 

25,636 

26.6 

9 

ITT' 

10,944 

25,271 

43.3 

453 

985             46.0 

11,502 

48,725 

23.6 

10 

Dow  Chemical 

9,516 

17,600 

54.1 

1,127 

2,499             45.1 

9,943 

22,166 

44.9 

'From  continuing  operations  before  deduaing  minority  interest.     ^Includes  other  income.     ^Net  income  before  corporate  expense.     ''Average  asseLs.     ^Includes 
excise  taxes.     ""Operating  income  after  taxes,     'includes  proportionate  interest  in  unconsolidated  subsidiaries  and  affiliates.     "Pretax  income.     Excludes 
Canadian  operations.     '"Operating  profit.     "Pretax  income  before  corporate  expense.     DP:  Deficit  over  profit.     PD:  Profit  over  deficit.     NA:  Not  available. 
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"Educatbn  has  for  its  object 
the  foraiatbn  of  character." 


Herbert  Spencer 


!'%\  I  efore  we  know  it,  today's  six- 
's year-olds  will  be  stepping  into 
J!  -J  I  the  work  force  in  2001.  As  a 
nation,  we  will  not  be  able  to  compete 
in  the  global  marketplace  in  the  21st 
century  unless  we  build  a  world-class 
education  system  now.  And  that's  exacdy 
what  we're  building  in  Mississippi. 

The  education  challenges  facing 
our  state  are  not  unique  but  Mississippi 
took  die  first  step  in  education  reform 
in  1982.  Six  months  before  A  Nation  ai 
Risfe  detailed  our  country's  problems  in 
education,  Mississippi  adopted  the 
landmark  Education  Reform  Act  Forty- 
one  states  have  since  followed  our  lead. 
But  we  didn't  stop  there. 

We've  just  enacted  the  most  sweep- 
ing, comprehensive  education  reform 
package  in  the  nation,  called  Mississippi's 
B.E.S.T.  Conceived  by  Governor  Ray 
Mabus,  it  stands  for  Better  Education 
for  Success  Tomorrow.  According  to 
Governor  Mabus,  "This  package  is  going 
to  improve  education  from  preschool 
through  adulthood  and  on  into  the  work 
place.  Every  Mississippian-regardless 
of  dieir  age  and  where  they  live-will  benefit  from  this  program." 

What  this  means  to  business  is  that  we  will  be  producing  a  work  force 
of  thinkers  and  problem-solvers  at  every  level.  We're  creating  a  new  kind  of 
school  in  Mississippi.  A  school  where  die  focus  is  on  the  individual,  not  on 
bureaucracy  Where  teachers  are  rewarded  for  being  innovative.  A  school 
where  suidents  are  taught  to  think,  not  just  repeat  memorized  information 
on  a  test  Where  there  is  community  and  family  participation.  And  our  schools 
will  be  held  accountable  and  given  incentives  based  on  how  well  their  students 
perform,  not  only  in  the  classroom  but  also  on  the  job  after  graduation. 

Schools  which  demonstrate  consistent  and  sustained  levels  of  innovation 
and  implement  successful  pilot  programs  will  become  Lighthouse  Schools. 
These  schools  will  not  only  become  models  and  share  their  expertise 
throughout  our  state,  they'll  also  become  models  for  the  nation. 


Three -year-olds  will  be  screened  for 
developmental  and  health  problems. 
Special  assistance  and  remedial  pro- 
grams will  be  in  place  to  bring  them 
up  to  speed. 

Mississippi's  B.E.S.T.  also  brings  the 
world  into  the  classroom  with  a  major 
emphasis  on  technology  Students  will 
Ix  taught  to  be  managers  of  information. 
Within  three  years,  every  student  in 
every  classroom  in  the  state  will  have  an 
hour's  worth  of  technological  learning 
every  day  whether  through  computers, 
satellites  or  fiber  optics.  Mississippi  will 
soon  be  the  only  state  with  a  computer 
laboratory  in  every  elementary  school  so 
that  six-year-olds  can  learn  to  read  and 
write  simultaneously  on  a  computer. 

Mississippi's  B.E.S.T.  will  accelerate 
our  efforts  to  eliminate  adult  illiteracy 
with  continuing  education  in  the  work 
pLice.  And  Mississippi  business  is  going 
to  see  results  very  quickly.  We  were 
the  first  state  in  the  nation  to  give  tax 
credits  for  employers  who  initiated 
work  force  literacy  programs.  And  we've 
just  allocated  more.  WeVe  established  an 
Alliance  of  Families  to  attack  family  illiteracy  with  programs  and  materials 
so  parents  can  participate  in  their  children's  education. 

And  these  are  just  some  of  the  highlights  of  more  dian  30  programs  which 
make  up  Mississippi's  B.E.S.T.  "This  package  of  sweeping  reforms  is  not  just 
legislation^  insists  Governor  Mabus,  "it's  a  concrete  plan  of  substance,  already 
in  place,  that  puts  Mississippi  on  the  cutting  edge  of  education  improvement 
in  this  country  Business  as  usual  is  just  not  good  business  anymore.  In 
Mississippi,  we're  meeting  the  fitture  with  our  eyes  open,  our  minds  clear  and 
our  work  force  prepared." 

For  more  information  on  the  State  of  Change,  contact  Governor  Ray 
Mabus  or  j.  Mac  HoUaday,  Director;  Mississippi  Department  of  Economic 
and  Community  Development;  P.O.  Box  849; Jackson,  Mississippi  39205; 
(601)359-3449. 


The  State  of  Change 


The  100  largest  U.S.  multinationals 


1989 
rank 

Company 

Foreign 

($mil) 

Foreign 
l$mil) 

-Net  profit'— 

Total 

($mil) 

Foreign 

as% 
of  total 

Toul 

(«mil) 

Foreign 

as% 
of  total 

Foreign 
(Sibil) 

Total 
l$mil) 

Foreign 

as% 
of  total 

11 

Procter  &  Gamble 

8,529 

21,398 

39.9 

355 

1,206 

29.4 

5,260 

16,351 

32.2 

12 

Philip  Morris  Cos 

7,630 

39,011 

19.6 

560 

2,946 

19.0 

5,714 

38,528 

14.8 

13 

Eastman  Kodak 

7,529 

18,398 

40.9 

540 

529 

102.1 

6,628 

23,648 

28.0 

14 

Digital  Equipment 

6,893 

12,742 

54.1 

690 

1,073 

64.3 

4,719 

10,668 

44.2 

15 

General  Electric 

6,769^ 

54,574^ 

12.4 

773« 

5,703"* 

13.6 

11,346 

128,344 

8.8 

16 

United  Technologies 

6,50P 

19,757^ 

32.9 

377 

763 

49.4 

3,901 

14,598 

26.7 

17 

Amoco 

6,354^ 

24,379^ 

26.1 

322 

1,610 

20.0 

9,960 

30,430 

32.7 

18 

Hewlett-Packard 

6,338 

11,899 

53.3 

486 

829 

58.6 

3,897 

10,075 

38.7 

19 

Xerox 

6,093 

17,635 

34.6 

385 

856 

45.0 

7,657 

30,088 

25.4 

20 

Chevron 

6,047 

29,443 

20.5 

793 

251 

315.9 

7,653 

33,884 

22.6 

21 

Chase  Manhattan 

6,013 

13,904 

43.2 

-943 

-665 

141.8 

30,948 

107,369 

28.8 

22 

American  IntI  Group 

5,432" 

14,150 

38.4 

893'" 

1,754'" 

50.9 

18,510" 

46,143 

40.1 

23 

Minn  Mining  &  Mfg 

5,389 

11,990 

44.9 

485 

1,274 

38.1 

3,712 

9,776 

38.0 

24 

Unisys 

4,961 

10,097 

49.1 

44 

-639 

P-D 

3,353 

10,751 

31.2 

25 

Motorola 

4,910 

9,620 

51.0 

304" 

646"* 

47.1 

2,605 

7,686 

33.9 

26 

|P  Morgan  &  Co 

4,S88 

10,394 

47.0 

-1,693 

-1,275 

132.8 

38,663 

88,964 

43.5 

27 

Coca-Cola 

4,886 

8,966 

54.5 

819 

1,193 

68.7 

2,840 

8,283 

34.3 

28 

Johnson  &  (ohnson 

4,876 

9,757 

50.0 

600 

1,082 

55.5 

3,656 

7,919 

46.2 

29 

American  Express 

4,859 

25,047 

19.4 

171 

1,157 

14.8 

28,201 

130,855 

21.6 

30 

Goodyear  Tire  &  Rubber 

4,448 

10,869 

40.9 

95 

189 

50.3 

3,162 

8,460 

37.4 

31 

Tenneco 

4,285 

14,083 

30.4 

198 

584 

33.9 

4,884 

17,381 

28.1 

32 

Chrysler 

4,172 

34,922 

11.9 

181 

315 

57.5 

5,615 

51,083 

11.0 

33 

Sears,  Roebuck 

4,135 

53,794 

7.7 

67 

1,509 

4.4 

3,171 

86,972 

3.6 

34 

Woolworth 

3,790 

8,820 

43.0 

117 

329 

35.6 

1,697 

3,907 

43.4 

35 

Bristol-Myers  Squibb 

3,685 

9,189 

40.1 

149 

747 

19.9 

2,104 

8,497 

24.8 

36 

Bankers  Trust  New  York 

3,657 

7,258 

50.4 

-1,188 

-980 

121.2 

34,991 

55,658 

62.9 

37 

NCR 

3,514 

5,956 

59.0 

313 

412 

76.0 

1,824 

4,500 

40.5 

38 

Kmart' 

3,512 

32,753 

10.7 

NA 

323 

NA 

1,217 

13,538 

9.0 

39 

Aluminum  Co  of  America 

3,416 

10,910 

31.3 

1,051 

1,367 

76.9 

4,899 

11,541 

42.4 

40 

American  Brands 

3,360 

7,265 

46.2 

310 

631 

49.1 

2,683 

11,394 

23.5 

41 

Colgate-Palmolive 

3,211 

5,039 

63.7 

157 

280 

56.1 

1,672 

3,536 

47.3 

42 

Sara  Lee 

3,201 

11,718 

27.3 

190 

410 

46.3 

2,854 

6,523 

43.8 

43 

BankAmerica 

3,195 

11,389 

28.1 

^77 

820 

DP 

21,268 

98,764 

21.5 

44 

Bank  of  Boston 

3,114 

6,844 

45.5 

97 

70 

138.6 

6,185" 

36,492" 

16.9 

45 

Monsanto 

3,091 

8,681 

35.6 

294 

679 

43.3 

2,449 

8,604 

28.5 

46 

Merck 

3,064 

6,551 

46.8 

397 

1,495 

26.6 

2,146 

6,757 

31.8 

47 

Whirlpoof 

3,032 

6,808 

44.5 

93 

215 

43.3 

1,944 

5,436 

35.8 

48 

Manufacturers  Hanover 

2,996 

8,300 

36.1 

-919 

-588 

156.3 

24,067 

60,479 

39.8 

49 

Caterpillar 

2,993 

11,126 

26.9 

9710 

968'" 

10.0 

2,116 

10,926 

19.4 

50 

Union  Carbide 

2,951 

8,744 

33.7 

91 

573 

15.9 

3,250 

8,546 

38.0 

51 

Atlantic  Richfield 

2,932 

15,351 

19.1 

119 

1,953 

6.1 

3,986 

22,261 

17.9 

52 

CPC  International 

2,844 

5,103 

55.7 

182 

334 

54.5 

2,129 

3,705 

57.5 

53 

GTE 

2,763 

17,424 

15.9 

246 

1,417 

17.4 

4,559 

31,986 

14.3 

54 

PepsiCo 

2,723 

15,242 

17.9 

416 

901 

46.2 

3,070 

15,127 

20.3 

55 

Allied-Signal 

2,603 

11,942 

21.8 

137 

528 

25.9 

2,066 

10,132 

20.4 

'From  continuing  operations  before  deducting  minority  interest.     ^Includes  other  income.     'Net  income  before  corporate  expense.     ''Average  assets.     ^Includes 
excise  taxes.     "^Operating  income  after  taxes.     ^Includes  proportionate  interest  in  unconsolidated  subsidiaries  and  affiliates.     '^Pretax  income.     ^Excludes 
Canadian  operations.     '"Operating  profit.     "Pretax  income  before  corporate  expense.     DP:  Deficit  over  profit     P-D:  Profit  over  deficit.     NA:  Not  available. 
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The  100  largest  U.S.  multinationals 


1989 
rank 

Company 

Foreign 
l$mil) 

— Revenue — 

Total 
($mil) 

Foreign 

as  % 
of  total 

Foreign 
($mil) 

-Net  profit'— 

Total 
($mil) 

Foreign 

as% 
of  total 

Foreign 
ISmil) 

Total 
($mil) 

Foreign 

as% 
of  total 

56 

Pfizer 

2,575 

5,672 

45.4 

451 

685 

65.8 

2,565 

8,325 

30.8 

57 

Salomon 

2,567 

8,999 

28.5 

559 

470 

118.9 

36,422 

118,250 

30,8 

58 

Pan  Am 

2,559 

3,561 

71.9 

-159'" 

-307'° 

51.8 

NA 

2,440 

NA 

59 

Gillette 

2,471 

3,819 

64.7 

210 

285 

73.7 

1,949 

3,114 

62.6 

60 

Kimberly-Clark' 

2,344 

6,211 

37.7 

172 

438 

39.3 

2,112 

5,086 

41.5 

61 

HJ  Heinz 

2,328 

5,801 

40.1 

182 

440 

41.4 

1,622 

4,002 

40.5 

62 

Cigna 

2,327 

15,654 

14.9 

-93 

458 

DP 

6,119 

57,779 

10.6 

63 

McDonald's 

2,219- 

6,142^ 

36.1 

219 

727 

30.1 

3,529 

9,175 

38.5 

64 

Rockwell  International 

2,208 

12,518 

17.6 

147 

735 

20.0 

1,768 

8,939 

19.8 

65 

UAL 

2,179 

9,794 

22.2 

NA 

324 

NA 

NA 

7,207 

NA 

66 

WR  Grace 

2,129 

6,115 

34.8 

143 

257 

55.6 

1,742 

5,619 

31.0 

67 

TRW 

2,054 

7,340 

28,0 

103 

263 

39.2 

1,471 

5,259 

28.0 

68 

Texas  Instruments 

2,047 

6,522 

31.4 

9 

292 

3.1 

1,551 

4,804 

32.3 

69 

American  Home  Products 

1,992 

6,747 

29.5 

152 

1,102 

13.8 

1,474 

5,682 

25.9 

70 

Warner-Lambert 

1,947 

4,196 

46.4 

162 

413 

39.2 

1,099 

2,860 

38,4 

71 

Deere  &  Co 

1,902 

7,220 

26.3 

114 

380 

30.0 

1,635 

9,145 

17.9 

72 

Scott  Paper' 

1,884 

5,602 

33.6 

89 

376 

23.7 

1,796 

5,892 

30.5 

73 

Security  Pacific 

1,883 

10,018 

18.8 

95 

741 

12.8 

14,260 

83,943 

17.0 

74 

American  Cyanamid 

1,861 

4,825 

38.6 

183 

292 

62.7 

1,225 

4,971 

24.6 

75 

Abbott  Laboratories 

1,838 

5,380 

34.2 

125 

860 

14.5 

1,255 

4,852 

25.9 

76 

Phillips  Petroleum 

1,835 

12,384 

14.8 

308 

219 

140.6 

2,232 

11,256 

19.8 

77 

Ralston  Purina 

1,832 

6,658 

27.5 

68 

351 

19.4 

1,023 

4,382 

23.3 

78 

Borden 

1,824 

7,593 

24.0 

80 

-61 

PD 

1,559 

4,825 

32.3 

79 

American  Family 

1,783 

2,438 

73.1 

94 

81 

116.0 

5,351 

6,515 

82.1 

80 

Sun  Company 

1,774 

9,805 

18.1 

-7 

98 

DP 

2,992 

8,699 

344 

81 

PPG  Industries 

1,771 

5,734 

30.9 

124 

473 

26.2 

1,677 

5,645 

29.7 

82 

Halliburton 

1,734^ 

5,661^ 

30.6 

57 

134 

42.5 

1,124 

4,263 

26.4 

83 

Avon  Products 

1,724 

3,300 

52.2 

106 

160 

66.3 

787 

2,098 

37.5 

84 

Honeywell 

1,712 

6,059 

28.3 

117 

550 

21.3 

1,269 

5,258 

24.1 

85 

Kellogg 

1,711 

4,652 

36.8 

125 

422 

29.6 

1,531 

3,390 

45.2 

86 

Dresser  Industries 

1,678 

3,956 

42.4 

(SI 

170 

35,9 

820 

3,056 

26.8 

87 

Quaker  Oats 

1,650 

5,724 

28.8 

59 

203 

29.1 

658 

3,222 

20.4 

88 

Merrill  Lynch 

1,650 

11,335 

14.6 

-65 

-217 

30.0 

7,884 

63,942 

12.3 

89 

Baxter  Iniemational 

1,623 

7,399 

21.9 

125 

446 

28.0 

1,435 

8,503 

16.9 

90 

Emerson  Electric 

1,621 

7,071 

22.9 

132 

588 

22.4 

1,221 

5,408 

22.6 

91 

International  Paper 

1,590 

11,378 

14.0 

98" 

1,405" 

7.0 

1,984 

11,582 

17.1 

92 

Westinghouse  Electric 

1,539 

12,844 

12.0 

68 

935 

7.3 

736 

20,314 

3.6 

93 

Unocal 

1,532^ 

10,381- 

14.8 

351" 

1,107" 

31.7 

1,669 

9,257 

18.0 

94 

Eli  Lilly 

1,517 

4,176 

36.3 

325 

940 

34.6 

1,840 

5,848 

31.5 

95 

AMP 

1,515 

2,797 

54.2 

164 

281 

58.4 

1,141 

2,530 

45.1 

96 

Bank  of  New  York 

1,507 

5,497 

27.4 

-195 

51 

DP 

11,611 

48,856 

23.8 

97 

Black  &  Decker 

1,458 

3,190 

45.7 

93 

30 

310.0 

2,298 

6,258 

36.7 

98 

Dun  &  Bradstreet 

1,428 

4,322 

33.0 

139 

586 

23.7 

1,463 

5,184 

28.2 

99 

Chemical  Banking 

1,418 

8,227 

17.2 

-616 

-482 

127.8 

11,466 

71,513 

16.0 

100 

Intel 

1,352 

3,127 

43.2 

331 

391 

84.7 

1,167 

3,994 

29.2 

'From  continuing  operations  before  deduaing  minorit)'  interest      "Includes  other  income.     ^Net  income  before  corporate  expeiise      ^Average  a,ssei,s 
excise  taxes.     "^Operating  income  after  taxes     "includes  proponionate  interest  in  unconsolidated  subsidiaries  and  affiliates.     "Pretax  income 
Canadian  operations     '"Operating  profit,     "Pretax  income  before  corporate  expense     DP;  Deficit  over  profit.     P-D:  Profit  over  deficit     NA:  Not  ; 

^Includes 
''Excludes 
vailable. 
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100  U.S.-traded  foreign  stocks 


Buying  foreign 
stocks  in  the  U.S. 


DONNA  PuLiNi,  a  vice  president  at  Citibank's  Ameri- 
can Depositary  Receipts  Department  in  New  York, 
makes  the  case  for  adrs.  "Why  deal  with  strange 
numbers  and  exchange  rates,"  she  asks,  "when  you  can 
buy  directly  on  the  New  York  Stock  Exchange  and  deal 
only  in  U.S.  currency?"  adrs,  which  have  been  in  exis- 
tence since  1927,  eliminate  the  risks  and  barriers  of  lan- 
guage and  transfer  taxes.  Everything  is  done  in  U.S.  dollars, 
including  dividend  payments — although  it  is  important  to 
remember  that  foreign  currency  fluctuations  will  ulti- 
mately be  reflected  in  varying  dollar  values. 

Last  year  a  record  3.1  billion  adrs  traded  hands  on  the 
U.S.  major  exchanges.  According  to  the  Securities  &.  Ex- 
change Commission,  more  than  800  foreign  companies 
from  33  countries  now  have  adrs  trading  in  the  U.S.  Even 
companies  in  emerging  markets,  including  Turkey  and 
Greece,  may  issue  their  first  adrs. 

An  ADR  represents  foreign  shares  that  are  physically 
deposited  in  a  custodian  bank  in  a  home  market.  Often  a 


particular  adr  issue  will  represent  a  multiple  of  the  for- 
eign company's  underlying  common  shares  outstanding. 
For  example,  one  adr  of  British  Telecommunications 
(traded  on  the  New  York  Stock  Exchange)  represents  ten 
shares  of  bt's  London-traded  common.  That's  important 
to  remember  when  comparing  adr  prices  to  the  foreign 
market  prices  reported  in  some  financial  publications. 

The  data  below  come  courtesy  of  Citibank's  adr  De- 
partment. Sponsored  adrs  arc  issued  by  a  U.S  depositary 
bank  such  as  Citibank,  Morgan  Guaranty  or  the  Bank  of 
New  York.  Such  adrs  have  a  formal  agreement  between 
the  bank  and  the  foreign  company.  Unsponsored  adrs  may 
be  issued  by  any  depositary  bank,  and  without  a  formal 
agreement  with  the  company.  The  market  for  sponsored 
ADRS  is  more  liquid  because  there  is  only  one  bank  in- 
volved, and  greater  sec  disclosure  requirements. 

Actual  1989  earnings  and  1990  earnings  estimates  come 
courtesy  of  Lynch,  Jones  &.  Ryan's  Institutional  Brokers 
Estimate  System  adr  database. 


Exch 

Company/business 

Country 

ADR 

1$US) 

1 

1989 

1$) 

DC 

1989 
P/E 

Price/ 
cash  flow 

Yield 

(%) 

Ordinary 

shares 
per  ADR 

1990E 

($) 

q 

•ADT  Limited/secunty  svcs,  bldg  mgmt 

Bermuda 

iVh 

3.10 

3.30 

10.3 

NA 

5.6 

10.00 

q 

•AEGON  NV/insurance 

Netherlands 

66 '/8 

6.55 

7.11 

lOl 

NA 

4.6 

1.00 

q 

•Akzo  Group/chemicals 

Netherlands 

31 

5.86 

5.56 

5.3 

2.92 

6.8 

0.50 

q 

•ASEA  AB/electronics 

Sweden 

126% 

6.33 

7.58 

20.0 

7.94 

1.6 

.1.00 

q 

•Attwoods  PIc/waste  management 

UK 

39y8 

1.90 

2.25 

20.9 

NA 

2.1 

5.00 

n 

•Barclays  PIc/banking 

UK 

27 

2.00 

4.72 

13.5 

NA 

6.5 

4.00 

0 

■BASF  Group/chemicals 

Germany 

34% 

4.53 

4.58 

7.7 

3.52 

6.9 

0.20 

0 

■Bayer  Group/chemicals 

Germany 

174'/2 

22.05 

22.32 

7.9 

4.49 

6.9 

1.00 

n 

•Beazer/construction 

UK 

9 

1.78 

1.45 

5.1 

2.52 

7.8 

4.00 

0 

■Brierley  Investments/multicompany 

New  Zealand 

2'/4 

0.22 

0.26 

102 

7.89 

5.9 

2.00 

n 

•British  Airways  Plc/airline 

UK 

35 

5.40 

5.10 

6.5 

2.68 

5.7 

10.00 

n 

•British  Gas  PIc/gas  utility 

UK 

37'/2 

4.00E 

4.80 

9.4 

8.06 

6.4 

10.00 

n 

•British  Petroleum/integrated  oil 

UK 

67'/2 

6.60 

5.40 

10.2 

4.73 

6.2 

12.00 

n 

•British  Steel/steel 

UK 

25 

4.90E 

3.80 

5.1 

3.37 

7.2 

lOOO 

n 

•British  Telecom/telecommunications 

UK 

48% 

5.00E 

5.50 

9.8 

5.55 

5.5 

10.00 

n 

•Broken  Hill  Prop/steel,  oil,  gas 

Australia 

29 

2.44E 

2.92 

11.9 

6.53 

3.8 

4.00 

0 

■BSN-Groupe/food  and  household  prods 

France 

30% 

1.76 

1.97 

17.2 

10.00 

2.0 

0.20 

q 

■Buh'elsfontein  Gold  Mining/gold,  uranium 

S  Africa 

14'/2 

1.39 

1.65 

10.4 

NA 

17.5 

1.00 

a 

■B.A.T  Industries  Plc/tobacco,  paper,  foods 

UK 

12 '/8 

1.32 

1.30 

9.2 

8.02 

5.5 

1.00 

n 

•Cable  &  Wireless/telecommunications 

UK 

27% 

1.59E 

1.83 

17.5 

13.59 

2.0 

3.00 

Prices  as  of  May  31,  1990     a:  American  Stock  Exchange,     n:  New  York  Stock  Exchange,     o:  Over-the-counter,     q:  Nasdaq.     .Sponsored  American  Depositary 
Receipt.     ■Unsponsored  American  Depositary  Receipt.     E:  Estimate.     NA:  Not  available. 

Sources.  Citibank  ADR  Department;  Institutional  Brokers  Estimate  System  ADR  database,  a  service  ofLynd},  Jones  &  Ryan:  Forbes. 
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Exch 

Company /business 

Country 

ADR 

l$US) 

EP 

1989 

1$) 

c 

1989 
P/E 

Price/         Yield 
cash  flow        (%) 

Ordinary 

shares 
per  ADR 

1990E 

($) 

q 

•Cadbury  Schweppes/food  processing 

UK 

57'/2 

4.30 

4.60 

13.4 

9.07             4.2 

10.00 

q 

•Canon/office  equip,  optics 

Japan 

57'/2 

1.70 

2.15 

33.8 

12.40              0.7 

5.00 

0 

■Cathay  Pac  Airways/airline 

Hong  Kong 

6 1/4 

0.75 

0.85 

8.3 

5.78              4.7 

5.00 

0 

■Cheung  Kong/real  estate 

Hong  Kong 

15/8 

0.16 

0.19 

10.2 

9.62              3.1 

1.00 

0 

■China  Light  &  Power/gas,  electnc  utility 

Hong  Kong 

13/4 

0.16 

0.17 

10.9 

8.54              4.8 

1.00 

0 

■Cifra/merchandising 

Mexico 

11/8 

0.05 

NA 

21.6 

15.00              5.4 

1.00 

0 

•Continential  Group/tires 

Germany 

35 '/8 

3.12 

3.34 

11.3 

4.30              4.2 

0.20 

0 

■Daimler-Benz  Group/automobiles 

Germany 

482^/8 

30.40 

32.44 

15.9 

6.15              2.3 

1.00 

q 

■DeBeers  Cons  Mines/diamond  mming 

S  Africa 

255/8 

1.92 

2.63 

13.3 

NA              4.1 

1.00 

0 

■Deutsche  Bank  Group/banking 

Germany 

459 

26.15E 

29.51 

17.6 

NA              2.8 

1.00 

0 

■Development  Bank  Singapore/banking 

Singapore 

71/4 

0.29 

0.34 

25.0 

NA              0.8 

1.00 

0 

•Elf  Aquitaine  Group/oil,  gas,  chemicals 

France 

123 

13.67E 

15.31 

9.0 

4.42              4.5 

1.00 

n 

•Empresa  Nacionale  de  Electric/elec  utility 

Spain 

225/8 

2.40 

2.96 

9.4 

3.78              4.2 

1.00 

q 

•LM  Ericsson/telecommunications 

Sweden 

201% 

9.14 

10.96 

22.0 

14.70              1.1 

1.00 

n 

•Fiat  Group/automobiles 

Italy 

431/8 

5.95E 

6.30 

7.2 

4.43              3.5 

5.00 

q 

•Fisons/drugs 

UK 

241/2 

1.52 

1.80 

16.1 

13.37              2.2 

4.00 

0 

•Fletcher  Challenge/forest,  paper  prods 

New  Zealand 

261/4 

3.50 

3.30 

7.5 

4.08              6.2 

10.00 

0 

■Fuji  Heavy  Inds/automobiles 

Japan 

45 

0.28E 

0.34 

NM 

NA              1.2 

10.00 

q 

■Fuji  Photo  Film/photo  equip 

Japan 

54y4 

2.56 

2.72 

21.4 

13.02              0.3 

2.00 

o 

■Fujitsu  Ltd/data  process,  computer  equip 

Japan 

48>/4 

1.82E 

1.92 

26.8 

12.04              0.6 

5.00 

n 

•Glaxo  Holdings  Plc/food,  drugs,  medical  equip 

UK 

261- J 

1 .60 

1.86 

16.6 

13.22              4.2 

2.00 

0 

•Grand  Metropolitan/multicompany 

UK 

2OV4 

1.92 

2.22 

10.8 

7.26              4.0 

2.00 

0 

•Hafslund  Nycomed/health,  personal  care 

Norway 

261/2 

2.24 

2.31 

11.8 

9.40              0.7 

1.00 

n 

•Hanson  Plc/multicompany 

UK 

205/8 

1.60 

1.80 

12.9 

11.14              5.0 

5.00 

0 

■Heineken  NV/beverages,  tobacco 

Netherlands 

67 

5.39 

5.76 

12.4 

5.27             2.7 

1.00 

n 

•Hitachi  Ltd/electrical  equip 

Japan 

\OVh 

4.00 

4.70 

25.6 

9.31              0.6 

10.00 

o 

■Hoechst  Group/chemicals 

Germany 

84% 

11.33 

11.29 

7.5 

4.18              7.1 

0.50 

n 

•Honda  Motor  Co  Ltd/autos,  motorcycles 

Japan 

23% 

I.IOE 

1.24 

21.6 

8.10              0.8 

2.00 

0 

■HongKong  &  Shanghai  Bank/banking 

Hong  Kong 

'/« 

0.10 

0.11 

8.8 

NA              7.1 

1.00 

0 

■Hutchison  Whampoa/multicompany 

Hong  Kong 

7  1/2 

0.65 

0,7S 

ll.S 

9,87               49 

5.00 

n 

•Imperial  Chemical  Inds/chemicals 

UK 

81 

9.36 

8.68 

8.7 

5.58              6.1 

4.00 

q 

•Ito-Yokado  Co  Ltd/superstores 

Japan 

1111/2 

3.72 

4.04 

30.0 

18.39              0.5 

4.00 

0 

■lardine  Matheson/holding  co 

Bermuda 

41/2 

0.32 

0.43 

14.1 

11.76              2.8 

1.00 

0 

•Keppel/machinery,  engineermg 

Singapore 

8% 

0.25 

0.32 

35.2 

22.22              0.6 

2.00 

0 

■Kloof  Gold  Mining/gold  mining 

S  Ainca 

9% 

0.32 

0.26 

30.1 

NA              4.8 

1.00 

0 

•Komatsu  Ltd/heavy-duty  equip 

Japan 

1621/2 

3.80E 

4.20 

42.8 

22.69              0.7 

20.00 

n 

•Kyocera/ceramics,  electronics,  optics 

Japan 

1041/4 

2.52E 

2.86 

41.4 

28.89              0.6 

2.00 

q 

•LVMH/luxury  goods 

France 

162% 

7.93E 

9.34 

20.5 

17.12              2.0 

0.20 

o 

■L'Oreal  Group/personal  care  prods 

France 

1871/2 

9.16 

10.44 

20.5 

14.26              1.7 

0.20 

n 

•ManpowerVemployment  agency 

UK 

13% 

0.90 

0.90 

15.3 

10.36              1.0 

10.00 

Prices  as  of  May  31,  1990     'Was  Blue  Arrow,     a:  American  Stock  Exchange     n:  New  York  Stock  Exchange     o;  Over-the-counter,     q:  Nasdaq.     ^Sponsored 
American  Depositary  Receipt.     ■Unsponsored  American  Depositary  Receipt.     E:  Estimate     NA:  Not  available     NM:  Not  meaningful. 

Sources:  Citibank  ADR  Department:  Institutional  Brokers  Estinuue  System  ADR  database,  a  sen'ice  of  Lynch,  Jones  &  Ryan,  Forbes. 
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Exch 

Company/business 

Country 

ADR 

l$US) 

E 

1989 

($) 

DC 

1989 
P/E 

Price/ 
cash  flow 

Yield 

(%) 

Ordinary 

shares 
per  ADR 

1990E 

1$) 

n     < 

•Matsushita  Elec  Industrial/electTonics 

Japan 

143% 

7.61E 

7.78 

18.9 

10.28 

0.6 

10.00 

0       I 

■Mitsubishi  Electric/elec,  electronics 

[apan 

66'/. 

2.20E 

2.30 

30.1 

8.41 

0.9 

10.00 

n     « 

►Montedison/chemicals 

Italy 

17'/i 

1.60E 

1.40 

10.9 

3.66 

2.4 

10.00 

n     « 

•National  Australia/banking 

Australia 

25 

3.40 

3.65 

7.4 

NA 

9.4 

5.00 

n     « 

•National  Westminster/banking 

UK 

36 

1.56 

6.00 

23.1 

NA 

6.4 

6.00 

0      « 

•Neptune  Orient  Lines/shipping 

Singapore 

4'/2 

0.24 

0.28 

19.0 

6.29 

2.5 

4.00 

0       1 

iNestle/food  processing 

Switzerland 

157% 

11.53  ■ 

13.03 

13.7 

8.10 

2.2 

0.03 

n     * 

•News  Corp  Ltd/newspapers,  broadcasting 

Australia 

151/2 

2.28 

1.34 

6.8 

5.39 

1.0 

2.00 

0      « 

•Nintendo/electronics 

Japan 

34% 

0.80 

0.69 

43.2 

NA 

0.2 

0.25 

0      « 

•Nokia/multicompany 

Finland 

25V4 

1.11 

1.74 

23.2 

6.23 

2.7 

1.00 

q    * 

•Norsk  Data  AS/minicomputers 

Norway 

6/8 

-1.37E 

-0.16 

NM 

-6.21 

0.0 

1.00 

a     * 

•Norsk  Hydro/fertilizers,  oil,  gas,  metals 

Norway 

3iy8 

2.04 

2.35 

15.5 

5.96 

1.9 

1.00 

n     • 

•Novo  Nordisk  B/chemicals 

Denmark 

471/k 

3.78 

3.78 

12.5 

7.89 

1.3 

1.00 

q    * 

•Pacific  Dunlop/multicompany 

Australia 

15 

1.20 

1.32 

12.5 

8.32 

3.9 

4.00 

0      « 

•PetroKna  SA/integrated  oil,  chems 

Belgium 

34  Vs 

2.87 

3.01 

12.0 

5.10 

4.6 

0.10 

0       1 

•Peugeot  Group/automobiles 

France 

28  >« 

7.31 

8.07 

4.0 

2.79 

2.9 

0.20 

n     « 

•Philips  Group/elec  equip,  electronics 

Netherlands 

I8'/» 

2.64 

1.85 

6.9 

1.99 

5.8 

1.00 

n     « 

•Pioneer  Electronic/electronics 

Japan 

79 

2,22E 

2.50 

35.6 

29.09 

03 

2.00 

n     « 

•Racal  Telecom/mobil  telecomm 

UK 

63y4 

2.00E 

3.00 

31.9 

32.98 

03 

10.00 

o     « 

•Reed  Intl/publishing 

UK 

291/2 

2.56E 

2.80 

11.5 

11.10 

3.8 

4.00 

q    * 

•Reuters  Holdings/intl  news  service 

UK 

60% 

2.25 

2.73 

26.8 

17.10 

1.5 

3.00 

n     « 

•Royal  Dutch  Petroleum/integrated  oil 

Netherlands 

76y4 

8.49 

7.46 

9.0 

5.02 

5.2 

1.00 

O       1 

■Sekisui  House  Ltd/home  building 

Japan 

132'/2 

4.10 

4.80 

32.3 

32.22 

0.9 

10.00 

0       1 

■Siemens  Group/elec,  electronics 

Germany 

851/4 

5.36 

5.73 

15.9 

6.39 

2.7 

0.20 

0       1 

■Sime  Darby/multicompany 

Malaysia 

iy« 

0.05 

0.06 

32.5 

19.99 

2.4 

1.00 

q    * 

•SKF  Group/bearings,  steel  prods 

Sweden 

27 

2.31 

2.72 

11.7 

8.03 

2.6 

.1.00 

n     * 

•SmithKline  Beecham/health,  personal  care 

UK 

455/8 

3.15 

3.55 

14.5 

11.90 

2.1 

5.00 

n     * 

•Sony/electronics 

Japan 

56% 

2.18 

2.46 

26.0 

12.24 

0.6 

1.00 

0       1 

■STET/telecommunications 

Italy 

521/2 

4.30E 

4.90 

12.2 

2.09 

3.1 

10.00 

0       1 

■Swire  Pacific  Ltd/multicompany 

Hong  Kong 

5 

0.50 

0.56 

10.0 

8.30 

4.1 

2.00 

n     < 

•Telefonica/telecommunications 

Spain 

23y8 

1.95 

2.20 

12.1 

2.63 

6.7 

3.00 

q    • 

•Telefonos  de  Mexico/telecommunications 

Mexico 

1% 

0.09 

0.18 

19.9 

11.20 

0.3 

1.00 

0       1 

■Thyssen  Group/metals,  steel 

Germany 

33% 

4.17 

3.99 

8.1 

4.12 

5.5 

0.20 

q    * 

•Tokio  Marine  &  Fire/insurance 

Japan 

51% 

0.95E 

1.00 

54.6 

NA 

05 

5.00 

q    ' 

■Toyota  Motor/automobiles 

Japan 

33 '/4 

1.58 

1.68 

21.0 

11.79 

0.8 

2.00 

n     < 

•Unilever  NV/multicompany 

Netherlands 

80% 

6.35 

6.93 

12.7 

9.51 

3.1 

1.00 

0      1 

■Veitscher  Magnesit/metals  nonfer 

Austria 

19 

0.64E 

0.72 

29.7 

19.84 

1.8 

0.20 

o     * 

•Volkswagen  Group/automobiles 

Germany 

7078 

7.07 

7.66 

10.0 

4.52 

2.9 

0.20 

q    < 

•Volvo  AB/automobiles 

Sweden 

58% 

9.35 

8.44 

6.3 

4.14 

4.3 

1.00 

0      < 

•Wellcome/health,  personal  care 

UK 

111/4 

0.34 

0.44 

33.1 

23.10 

1.1 

1.00 

Prices  at 
Receipt. 

of  May  31,  1990.     a:  American  Stock  Exchange,     n:  New  York  Stock  Exchange,     o:  Over-the-counter,     q:  Nasdaq.     •Sponsored  American  Depositary 
■Unsponsored  American  Depositary  Receipt.     E:  Estimate.     NA:  Not  available.     NM:  Not  meaningful. 

Sources:  Citibank  ADR  Department:  Institutional  Brokers  Estimate  System  ADR  database,  a  senice  of  Lynch,  Jones  &  Ryan;  Forbes. 
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CompuServe  Invites  You  to. . . 

Discover  Columbus  and  its  Performing  Arts. 


CompuServe  has  grown  up  in  Columbus  and,  over  the  last 
twenty  years,  has  enjoyed  watching  the  city's  vibrant  arts 
organizations  grow  and  flourish.  To  CompuServe,  the  grow- 
ing excitement  of  the  Columbus  arts  community  is  a  perfect 
complement  to  the  cit)''s  expanding  corporate  landscape. 

A  world  leader  in  computer  communications  and  soft- 
ware services,  CompuServe  has  made  a  valuable  contribu- 
tion to  the  arts  in  Columbus  through  its  administrative  and 
technical  support  of  CIVIC  (Columbus  Infomiation  Via 
Computer). 

Through  CIVIC,  CompuServe  helps 
furnish  low-cost  computer  services  to 
many  arts-related  and  non-profit  groups. 
Just  a  few  of  these  organizations  are:  the 
Columbus  Symphony  Orchestra,  Players 


Theatre  Columbus,  (Columbus  Association  of  the  Perfonii- 
ing  Arts,  BalletMet,  Opera/Columbus,  the  Wexner  Center 
for  the  Visual  Arts,  and  the  Greater  Columbus  Arts  (Council. 
Charles  W.  McCall,  President  and  Chief  Fxecutive  Officer 
of  CompuServe,  observes,  "Our  investment  in  CIVIC  has 
been  repaid  many  times  through  the  success  of  the  arts 
organizations  that  use  it." 

Discover  ways  that  yon  may  invest  in  a 
city  that  is  readying  itself  for  the  2 1  st  century. 
Write  or  call: 


DISCOVER 
COLUMBUS 


Central  Ohio  Marketing  Council 

c/o  Columbus  Area  Chamber  of  Commerce 
37  North  High  Street 
Columbus,  Ohio  43215 
Phone;  1-800-341-4441 


SOMETIMES 
WHAT  YOU  WEAR 

TO  WORK 
MAKES  ALL  THE 

DIFFERENCE. 


At  1,500  degrees  Fah. 


a  matter  of  life  and  death. 

Which  is  why  DuPont  engineers 
worked  to  create  Nomex®  and  Kev- 
lar®  fire  resistant  fibers.  The 
remarkable  performance  of  these 
fibers  has  made  them  the  standard 
for  state-of-the-art  firefighting 
clothing  all  over  the  world. 

'      '     not  only  save 


carry  out  as  well. 

At  DuPont,  our  dedication  to 
quality  makes  the  things  that  make  a 
difference. 


WM 


BETTER  THINGS  FOR  BETTER  LIVING. 


The  Forbes  Wall  Street  Review 


Edited  by  Eric  S.  Hardy 


Bad  earnings  announcements  are  roll- 
ing off  the  market  like  water  off  a 
duck.  "Wall  Street  is  accentuating  the 
positive  and  shrugging  off  the  nega- 
tive," says  Robert  Stovall,  president 
of  Stovall/Twenty-First  Advisers.  "In- 
vestors were  already  expecting  lack- 
luster profits  in  the  second  quarter,  so 
negative  earnings  announcements 
aren't  really  news  to  them."  No  ques- 
tion, individual  stocks  still  take  a 
pounding  when  earnings  fail  to  live  up 
to  expectations,  as  recently  happened 
to  tv/o  blue  chips — Caterpillar  and 
at6i.t.  But  the  overall  market  is  hold- 
ing up  quite  well  despite  surprises 
like  these. 

One  reason  for  the  relatively  strong 
market  in  late  June,  according  to  Sto- 
vall, is  that  money  managers  tend  to 
"window  dress"  their  portfolios  near 
the  close  of  a  quarter,  by  lightening  up 
on  cash  and  buying  stocks.  During  the 
past  two  weeks  stocks  gave  back  a  bit 
of  their  recent  gains.  The  Dow  fell 
1.7%,  the  Wilshire  1.6%.  The  equally 
weighted  Wilshire  index  lost  only 
0.4%  in  this  period — further  evidence 
that  the  broad  market  is  keeping  up 
with,  or  in  some  cases  outperforming, 
the  large-capitalization  issues  that 
dominate  the  Dow  and  s&p  500. 

The  Wilshire  index  has  now  recov- 
ered almost  all  its  losses  from  last 
January's  sharp  decline.  Through  June 
28  the  index  shows  a  price  return  of 
-0.1%  and  a  total  return  (including 
reinvested  dividends)  of  1.5%. 


4000 
3000 

The  overall  market' 

Performance 

Last  4  weeks 
-  Since  12/31/89 
Since  peak  (10/9/89) 
Since  5-year  low  (9/25/85) 

Price 

-0.9% 
-0.1 
-3.0 
83.4 

Total  return 

-0.7% 

1.5 
-0.7                , 
115.4  V\//i 

^v^- 

2000 
innn 

The  Wilshire  index  as  of  6/28/90 
-  Market  value;  $3,175.9  billion 
Price/book:  3.2 

P/E:  17.0                 /^y"*^ 
Yield;  3.1%          -r  / 

1 

1 

1  Wilshire  index 

■  200-day  moving  average 

1              1             1 

•83 


■85 


'89 


■90 


The  Best  Performing  Stocks 


The  Worst  Performing  Stocks 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)^ 

Rel  voP 

Topps 

24 

17% 

20 

1,479 

1.5 

Am  Barrick  Resources 

\m 

14 

54 

2,053 

0.7 

Safeway 

14 

13 

NM 

1,382 

0.5 

Price  Co 

^\v^ 

13 

17 

3,824 

0.9 

Homestake  Mining 

Wt 

12 

29 

2,309 

0.6 

Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)^ 

Rel  voP 

Consolidated  Freight 

12^8 

-25% 

NM 

3,247 

1.4 

Armco 

71/4 

-22 

5 

3,175 

1.8 

Caterpillar 

52'/8 

-21 

12 

11,067 

2.8 

Sotheby's  Holdings 

15y« 

-19 

'  8 

1,170 

0.4 

Quantum  Chemical 

16^/8 

-16 

2 

1,055 

0.9 

Closeup  on  the  Market 

index  or  investment 

Price 

2-week  change 

Index  or  investment 

Price  or  rate 

2-week  change 

Wilshire  Index 

6.000  stocks,  capitalization  weiglited 

3,417.43 

-1.6% 

Europe,  Australia,  New  Zealand  and  Far  Easf 

(EAFE)  a  dollar  denominated  capitalization  weighted  index 

909.50 

-0.1% 

Wilshire  index 

6,000  stocks,  equal  weiglited 

2185 

-0.4 

Institutional' 

Approximately  200  stocks  with  high  institutional  ownership 

117.35 

-1.9 

Dow  Jones  industrials 

30  stocks,  divisor-adjusted  pnce  average 

2,878.71 

-1.7 

Individual' 

Approximately  200  stociis  with  low  institutional  ownership 

105.69 

-0.5 

S&P500 

Capitalization  weighted  cross  section,  major  slocks 

357.63 

-1.5 

Russell  2000  index 

2000  stocks  with  small  market  values,  capitalization  weighted 

168.41 

-1.3 

NYSE 

Capitalization  weighted,  all  listed  common  stocks 

195.18 

-1.4 

Gold   (composite  quote  ol  6  maior  dealers) 

$354.87 

2.9 

Yen*  (per  $U,S ) 

153.15 

-0.6 

Amex 

Capitalization  weighted  total  return;  stocks,  warrants 

358.57 

-1.6 

Commodity  index*  (CR8  lutures  index,  1967=  100) 

235.81 

-0.3 

Nasdaq 

Capitalization  weighted,  all  issues  except  warrants 

460,38 

-1.4 

Oil*  (W  Texas  Intermediate) 

$17.15 

unchanged 

T  bills*  (90  days) 

7.73% 

9  basis  points' 

Amex  international  market  index 

Capitalization  weighted.  50  largest  AORs 

319.11 

0.8 

Broker  loan  rate* 

9.25% 

unchanged 

Note:  All  data  for  periods  ending  6/28/90.  Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity 
smce  index  was  created.  Stocks  listed  above  have  market  capitalizations  of  $5(M  million  or  more  Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
Average  daily  volume  over  a  2-week  period.  ^Average  daily  volume  over  the  last  2  weeks,  divided  by  the  average  daily  volume  over  the  preceding  3  months.  ''Morgan  Stanley 
Capital  International  Perspective.  ^For  period  ending  6/29/90  A.  Arbel,  Cornell  University,  using  Ford  Database  from  Ford  Investor  Services.  'Knight-Ridder  Financial 
Information.   A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  NM:  Not  meaningful. 
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Industry  Review 


Edited  by  Gilbert  Steedley 


Best  industry  last  6  months 

1/1/84  =  100 

350 

Health  maintenance  organizations 

325 

^ 

300 

275 

III                1 V         1 

1 

Dec            Jan              Feb                  Mar                Apr             May 

June 

Health  stocks  made  some  investors  well.  The  two  best- 
performing  groups  over  the  last  six  months  were  health 
maintenance  organizations  and  outpatient  centers.  These 
industries  gained  strength  on  their  earnings  growth.  The 
third-best-performing  group  was  computer  software.  Of 
the  biggest  software  companies  (as  measured  by  market 
capitalization),  industry  giants  Novell  and  Microsoft  each 


Worst  industry  last  6  months 

1/1'84  =  100 

140 

y^-^^^ \/\ 

130 

^^^^-V 

120 

\..^^ 

110 
1  nn 

Gold  mining                               ^     *>v 

1    -         1             1                 1              1            y' 

Dec           Jan              Feb                  Mar                Apr              May      June 

gained  more  than  75%.  Computer  Associates  Internation- 
al and  Lotus  Development  posted  more  modest  increases. 
The  market's  love-hate  relationship  with  gold  has  again 
turned  to  hate.  When  we  looked  at  industry  performance 
earlier  this  year  (Jan.  8),  gold  stocks  were  the  strongest 
group  over  the  prior  six-month  period.  Now  the  gold 
mining  industry  is  in  the  dumps. 


Leading  Industries 


Lagging  Industries 


Health  maintenance  organizations 

Company 

Recent 
price 

6-month 

price 

change 

Relative  rank 
strength      EPS 

P/E 

United  Healthcare 

17 

49% 

96 

94 

21 

Occupational-Urgent  Care 

22% 

36 

90 

92 

61 

US  Healthcare 

17% 

33 

94 

94 

24 

PacifiCare  Health  Sys 

24V4 

-A 

83 

98 

20 

FHP  IntI 

17% 

-5 

69 

88 

15 

Outpatient  services 

Company 

Recent 
price 

6-month 

price 

change 

Relative  rank 
strength      EPS 

P/E 

Medical  Care  IntI 

36'A 

62% 

95 

87 

34 

Surgical  Care  Affiliates 

28% 

59 

97 

99 

44 

New  England  Critical  Care 

28% 

34 

92 

98 

39 

T  Square  Medical 

261/4 

22 

91 

96 

28 

Diagnostek 

16V8 

15 

95 

88 

43 

Computer 

-  software 

Company 

Recent 
price 

6-month 

price 

change 

Relative  rank 
strength      EPS 

P/E 

Novell 

521/2 

85% 

95 

98 

29 

Microsoft 

741/2 

77 

97 

99 

35 

Autodesk 

531/2 

44 

89 

97 

27 

Computer  Assocs  IntI 

151/8 

23 

65 

94 

18 

Lotus  Development 

33% 

18 

81 

99 

17 

Gold  mining 

Company 

Recent 
price 

6-month 

price 

change 

Relative  rank 
strength      EPS 

P/E 

Driefontein  Consolidated 

101/8 

-33% 

24 

31 

15 

Placer  Dome 

14% 

-23 

36 

57 

31 

Newmont  Gold 

40% 

-21 

46 

96 

30 

Newmont  Mining 

42V8 

-11 

51 

84 

23 

American  Barrick  Res 

18 

5 

83 

89 

53 

Real  estate  investment  trusts 

Company 

Recent 
price 

6-month 

price 

change 

Relative  rank 
strength      EPS 

P/E 

CRI  Liquidating 

11% 

-7% 

63 

60 

10 

CRI  Insured  Mortgage  Assoc 

81/8 

-7 

48 

34 

9 

Del-Val  Finacial 

16% 

-6 

48 

60 

9 

Capstead  Mortgage 

151/2 

-5 

51 

77 

7 

RPS  Realty  Trust 

6 

2 

65 

81 

7 

Building 

Company 

Recent 
price 

6-month 

price 

change 

Relative  rank 
strength      EPS 

P/E 

PHM 

81/2 

-19% 

18 

59 

4 

Standard  Pacific  LP 

11% 

-14 

20 

75 

3 

Kaufman  &  Broad  Home 

12% 

-7 

28 

84 

5 

Ryland  Group 

18% 

-1 

36 

97 

6 

Universal  Medical  Buildings  LP     5% 

0 

63 

23 

NM 

Industries  are  ranked  from  1  |highest|  to  197  (lowest)  based  on  the  equal-weighted  price  performance  of  the  companies  within  the  industry  group.  Relative  EPS  measures  a 
company's  eamings-per-share  growth  m  the  last  2  quarters,  the  last  5  years  and  the  stability  of  that  growth.  Relative  strength  is  a  stock's  daily  price  change  over  the  last  1 2  months. 
For  both  measurements,  stocks  are  compared  with  all  other  stocks  and  ranked  on  a  scale  of  0  to  99,  with  99  the  highest.  Industry  group  performance  is  based  on  6-month  equal- 
weighted  price  changes  with  most  recent  3-month  results  weighted  70%.  NM:  Not  meaningful.  All  data  for  periods  ending  6/25/90.  Source:  Investor's  Daily,  Los  Angeles,  Calif. 
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iPOREIGN  EXCHANGE.  There's  a  world  of  evolving  technology  at  International 
^per's  command.  And  we  funnel  it  wherever  it  can  make  for  better  products  for  our 
:ustomers.  Since  we  acquired  France's  second-largest  paper  company,  Aussedat  Rey 
vve're  sharing  with  them  methods  we've  perfected  for  making  alkaline  papers  that 
;tay  white  for  decades.  And  they're  sharing  non-impact  printing  know-how  with  us. 
Technology  transferred  between  our  Arizona  Chemical  subsidiary  and  its  Swedish 
:ounterpart  Bergvik  Kemi  is  creating  improved  ingredients  for  products  from  prin- 
er's  ink  to  chewing  gum.  And  advanced  graphics  techniques  developed  by  our 
Deople  in  Korea  add  point-of-purchase  appeal  to  food  packaging  in  California.  When 
deas  fly  business  takes  off.  INTERN ATIONAL(^  PAPER.  Use  our  imagination. 


i  1990  International  Paper  Company.  All  rights  reserve<l 
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Photographed  m  Nantucket.  Massachusetts 


IF  YOUR  RETIREMENT  ISN'T  FAR  OFF,  YOUR  FINANCIAL 

PARTNER  SHOULD  BE  CLOSE  K[  HAND. 

Providing  for  retirement  can  be  an  occupation 
in  Itself  But  our  representatives  can  make  the 
pb  easier. 

They'll  help  you  figure  out  how  much  yearly 
income  you'll  need  for  a  comfortable  retirement 
and  how  to  maximize  your  retirement  portfolio. 
They'll  even  help  you  accelerate  your  program  if 
you  started  late. 

Call  1-800-552-2448,  Ext.  855  for 
our  free  booklet,  "Retirement  Planning: 
How  to  Prepare  for  a  Financially  Secure 
Retirement."  It  covers  annuities,  pension 
plans,  and  401(k)s,  and  explains  which 
options  offer  the  most  secure  savings  and 
the  most  dependable  income. 

That  way  when  it's  time  to  finish  working  at 
one  job,  you  won't  have  to  start  another. 

The  New  England.  Your  Financial  Partner, 
Your  Financial  Future. 


QQ  The  New  England® 

BBBI      Your  Financial  Partner 

The  name  "The  New  England "  and  the  monogram  are  registered  service  marks  of  New  England 
Mutual  Life  Insurance  Company.  Boston,  Massachusetts 


Capital  Markets 


mm 


MONEY  &  INVESTMENTS 


Given  deteriorating  municipal  bond 
credit  quality,  ifs  a  good  idea  to  give  up  a 
trifle  in  yield  to  get  insured  issues. 

A  SMALL  PRICE 
TO  PAY 


By  Ben  Weberman 


Here's  something  new  to  worry 
about:  Given  the  deteriorating  cred- 
it outlook  for  many  state  and  local 
governments,  it's  probably  smart  to 
buy  insured  issues  if  you're  in  the 
market  for  tax-free  bonds.  Beyond 
that,  be  careful  which  company  is 
insuring  the  bond:  There  are  impor- 
tant differences  in  the  creditworthi- 
ness of  the  major  insurers. 

All  this  is  worth  thinking  about 
because  right  now  municipal  bonds 
look  like  a  pretty  good  bet.  A  good 
long-term  insured  municipal  bond 
yields  about  7.25%;  for  an  investor 
in  the  top  income  tax  bracket,  a 
long-term  Treasury  yields  only 
about  6%.  (The  arithmetic  is  less 
favorable  if  you  live  in  a  state  with  a 
local  income  tax  because  out-of- 
state  munis  are  subject  to  that  tax 
but  Treasurys  are  not.) 

About  26%  of  the  $54  billion  in 
long-term  municipals  issued  in 
1990  carry  insurance  on  both  inter- 
est and  principal.  Typically,  the  is- 
suer and  the  syndicate  selling  the 
bonds  decide  what  portion  of  an  is- 
sue to  insure,  depending  on  what 
they  think  the  market  wants:  Those 
not  insured  carry  a  slightly  higher 
yield  for  the  exposure. 

The  cost  of  insurance  is  fairly  in- 

Ben  Weberman  is  a  contributing  editor  of 
Forbes  magazine. 


significant — usually  only  about 
one-quarter  of  1% — given  the  addi- 
tional peace  of  mind  it  brings  you. 
By  buying  an  insured  municipal, 
you  get  the  benefit  of  a  good-quality 
issue — guarantors  avoid  really  risky 
bonds — with  the  secondary  backup 
of  the  insurer.  With  some  states, 
like  Massachusetts  and  New  York, 
on  massive  spending  sprees,  you 
cannot  be  too  confident  these  days 
about  creditworthiness. 

However,  you've  got  to  differenti- 
ate among  the  insurance  compa- 
nies. Conventional  belief  is  that  the 
top  three  companies  rank  equally  in 
credit  quality,  since  all  arc  rated 
Aaa  by  Moody's  Investor  Service 
and  by  Standard  &  Poor's.  In  fact, 
there  are  important  differences.  A 
fourth  company,  perceived  as  being 
a  step  lower  in  quality,  actually 
looks  better  than  its  peers,  by  one 
key  measure.  Here's  an  analysis: 

The  largest,  ambac,  formerly 
American  Municipal  Bond  Assur- 
ance Corp.,  has  over  $700  million  of 
capital.  It's  owned  by  Citibank. 

MBiA,  Municipal  Bond  Investors 
Assurance,  comes  second  with  just 
about  $700  million  of  capital. 

Financial  Guaranty,  fgic,  is  third 
largest;  capital  is  $531  million. 

There  are  significant  differences 
in  capital  adequacy,  however.  A  key 
measure  used  by  industry  analysts 
is  the  risk-to-capital  ratio,  balanc- 
ing the  insurer's  net  exposure 
against  its  capital.  The  average  in 
the  industry  is  126-to-l.  ambac  has 
$72  billion  of  net  coverage,  while 
MBIA  is  on  the  hook  for  $137  billion. 
AMBAc's  risk-to-capital  ratio  is  99- 
to-1,  while  mbia's  is  I90-to-l.  That 
level  is  close  to  the  danger  point  of 
200-to-l  used  by  California  to  stop  a 
business  from  operating. 


MBIA  was  put  in  that  shaky  posi- 
tion through  an  acquisition  of  com- 
petitor BIG  (Bond  Investors  Guaran- 
ty). For  times  of  trouble  mbia  has  a 
$500  million  credit  line  with  Credit 
Suisse.  Financial  Guaranty,  with 
$74  billion  of  insured  coverage,  has 
a  risk  ratio  of  140-to-l. 

The  surprise  is  Capital  Guaranty 
Insurance,  which  has  $106  million 
of  capital  and  a  solid  ratio  of  77-to- 1 . 
The  company  is  generally  perceived 
to  be  of  lower  quality  because  it 
isn't  rated  by  Moody's,  which  in 
1987  said  it  would  give  it  a  rating  if 
Capital  Guaranty  put  in  about  $75 
million  more  in  capital.  With  an 
AAA  rating  from  s&p.  Capital 
Guaranty  says  it's  content  to  re- 
main unrated  by  Moody's. 

The  lack  of  this  second  rating  cre- 
ates an  investment  opportunity  for 
individuals,  says  Richard  Ciccar- 
one,  head  of  fixed-income  research 
at  Blunt,  Ellis  &  Loewi  of  Chicago. 
The  debt  service  guaranties  of  Capi- 
tal are  as  sound  as  those  of  the  big 
three  while  returning  up  to  30  basis 
points  in  additional  yield,  to  reflect 
the  perceived  disparity. 

Whatever  your  investment  goals, 
it  hardly  pays  to  buy  a  noninsured 
bond  today.  Differences  in  return 
are  currently  narrow.  Even  though 
insured  bonds  are  rated  AAA,  they 
trade  at  the  yield  level  of  bonds 
graded  AA.  Usually,  only  general 
obligations  of  high-credit-quality 
states  and  cities,  including  Dallas, 
are  rated  real  AAA. 

For  comparison,  Ciccarone  notes 
that  Texas  Turnpike  7'/kS  of  2015 
yield  7.50%  on  their  noninsured  A 
rating.  The  same  issue,  carrying  the 
AAA-rated  guaranty  of  ambac, 
yields  just  12  basis  points  lower,  at 
7.38%.  That's  a  small  price  to  pay 
for  the  second  guaranty. 

If  you're  looking  for  additional 
safety  and  don't  want  to  go  through 
the  hassle  of  selecting  individual 
bonds  and  examining  the  underly- 
ing insurance  company,  buy  a  par- 
ticipation in  a  tax-free  mutual  fund 
portfolio  of  insured  bonds,  aarp  In- 
sured, for  example,  has  no  load  and 
operating  expenses  of  only  0.83%  a 
year.  Total  return  over  the  past 
three  years  has  been  20% . 

Insured  unit  investment  trusts 
are  popular  but  expensive:  Van 
Kampen  Merritt's  Insured  Munici- 
pal Income  Trust  series  249  charges 
a  4.9%  front-end  load  and  0.14%  a 
year  in  operating  expenses  for  a 
monthly  distribution.  The  estimat- 
ed net  long-term  return  is  6.85%.  ■ 
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What  do  you  look  for  when  buying 
small-cap  stocks?  Exactly  the  same  things 
you  would  look  for  in  big-cap  stocks 

GETTING  READY 
FOR  THE  REBOUND 


By  David  Dreman 


Small  stocks  have  been  disappoint- 
ing for  years.  However,  they  v^^ill 
again  have  their  day,  perhaps  soon. 

If  you  agree  with  this, 
where  do  you  look  for  small- 
capitalization  stocks  to  buy? 
Same  place  you  would  look 
for  big-cap  stocks.  In  the  low- 
p/e  bargain  basement.  Over 
both  the  last  10  and  20  years, 
1ow-p/e  stocks  in  the  small- 
cap  universe  have  sharply 
outperformed  their  high-p/n 
brethren  as  well  as  the  small- 
cap  indexes.  What's  more,  the 
smaller  1ow-p/e  stocks  have 
also  outperformed  large  com- 
panies over  the  past  10  years, 
surprising  in  view  of  the  lack- 
luster performance  of  small- 
cap  indexes. 

My  firm  did  the  study  that 
leads  to  these  conclusions  in  con- 
junction with  Professor  Michael 
Berry  of  James  Madison  University. 
To  build  our  database,  we  took  all 
the  6,000  companies  on  the  Com- 
pustat  tapes  and  divided  them  by 
both  p/e  and  market  size.  In  the 
accompanying  table  the  lowest  20% 
of  stocks — as  ranked  by  price/eam- 


Dai'id  Dreman  is  managing  director  of 
Dreman  Value  Management,  LP ,  Invest- 
ment Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


ings  ratios — are  in  column  one,  pro- 
gressing to  the  highest  20%  in  col- 
umn five.  Looking  across  the  table, 
the  lowest  20%  of  stocks  by  market 
value  (1989  average,  $46  million) 
are  in  the  top  row,  the  largest  20% 
($6  billion)  in  the  bottom  row. 

Even  a  glance  at  the  table 
strengthens  the  1ow-p/e  case.  The 
lowest-p/E  group  outperformed  the 
highest  group  for  companies  of  all 
five  market-size  categories.  The  dif- 
ference in  returns  is  formidable. 
Had  you  invested  $10,000  in  the 


Smaller  is  better 


when  we  divided  the  Compustat  tapes  into 
five  equal  groups  by  market  size,  and  also 
sorted  them  into  five  P/E  groups,  the  annual 
returns  (in  the  five  columns  below)  of  the 
lowest  P/Es  were  significantly  better,  regard- 
less of  the  size  of  the  company.  These  figures 
cover  the  IQV2  years  ended  Oct.  31, 1989. 


Average  market  sire 
of  company  ($mil) 


$46 


18.0%   15.3%   10.2%     7.0%        4.1% 


127 


15.7       13.7       10.0 


6.5 


360 


17.0       15.1       10.6 


7.4 


1,031 


13.8      12.9      10.3 


8.5 


5,974 


13.0       12.4        9.1       10.5 


lowest  p/es  of  the  lowest  market- 
size  group  back  in  1969,  it  would 
have  been  worth  $297,565  last 
year — more  than  13  times  as  much 
as  the  $22,790  for  the  highest-p/E 
group.  The  results  are  almost  as  lop- 
sided for  companies  in  the  second- 
lowest  market  cap  range  (row  two). 
The  lowest  20%  of  p/es  here  provid- 
ed a  15.7%  annual  return,  versus 
7.4%  for  the  highest-p/E  group. 

Moving  to  the  largest  stocks — in 
row  five — the  lowest-p/E  group  pro- 
vided a  13%  return,  versus  10.7% 


for  the  group  average  and  8.7%  for 
the  highest-p/E  stocks. 

The  table  also  clearly  demon- 
strates that  the  1ow-p/e  strategy  is 
even  more  effective  as  company 
size  is  reduced.  Returns  drop  as 
market  size  increases,  but  this  is 
partially  offset  both  by  higher  trans- 
action costs  for  small  stocks  and  by 
greater  risk. 

The  study  provides  solid  backing 
for  an  investment  strategy  in  small 
stocks  almost  identical  to  the  one  I 
recommend  for  large-p/E  issues. 
Here  are  some  pointers  that  should 
be  helpful  in  following  the  1ow-p/e 
approach  for  smaller  companies. 

1)  Buy  companies  that  are  strong 
financially,  normally  no  more  than 
40%  debt  in  the  capital  structure  for 
a  manufacturing  firm. 

2)  Buy  companies  with  increasing 
and  well-protected  dividends  that 
also  provide  an  above-market  yield. 

3)  Pick  companies  with  above-av- 
erage earnings  growth  rates. 

4)  Diversify  widely:  Because 
smaller-cap  stocks  have  far  less  li- 
quidity, a  good  portfolio  should  con- 
tain about  twice  as  many  stocks  as 
the  equivalent  large-cap  one. 

5)  Be  patient:  Nothing  works  ev- 
ery year,  but  when  smaller  caps 
click,  returns  are  outstanding. 

Here  are  a  number  of  small- 
cap  stocks  I  would  look  at 
today:  KeyCorp  (27),  a  bank 
holding  company,  has  had 
stringent  loan  policies.  As  a 
result,  earnings  should  be  up 
10%  this  year  and  continue 
their  rising  trend.  The  stock 
trades  at  a  price/earnings  ra- 
tio of  8  and  yields  4.9%. 

Meridian  Bancorp  (15),  the 
fourth-largest  bank  holding 
company  in  Pennsylvania,  re- 
cently passed  an  examination 
by  bank  regulators  with  little 
increase  to  reserves.  The 
stock  trades  at  a  p/e  multiple 
of  7  and  yields  7.6%. 
Blair  Corp.  (37)  is  a  market- 
er, principally  by  mail,  of  men's  and 
women's  apparel  as  well  as  home 
furnishings.  Company  earnings 
should  be  up  close  to  25%  from 
depressed  1989  results,  to  a  new 
high.  The  stock  trades  at  a  p/e  of  1 1 
and  yields  4.7%. 

Kimball  International  B  (23)  manu- 
factures furniture  for  the  business 
and  health  care  sectors.  Income 
should  show  better  than  10% 
growth  in  both  fiscal  1990  and  1991 
(ending  June  30).  It  trades  at  a  p/e 
of  II  and  yields  2.6%.  ■ 
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FAMILY  SOMETHING  PRICELESS 


A, 


l11  of  us  have  dreamlands.  A  special  place  to  call  our 
own.  Safe.  Unhurried.  Fun,  of  course,  but  much  more.  A 
place  that's  unspoiled,  where  you  and  nature  can  get  it  all 
together. 

Forbes  Inc.,  publisher  of  Forbes  Magazine,  through 
its  incredibly  successful  Colorado  land  subsidiary,  Sangre 
de  Cristo  Ranches,  is  selling  homesites  on  over  12,500  glori- 
ous acres  of  untouched  land  nestled  on  The  Lake  of  the 
Ozarks  in  central  Missouri. 

The  average  lot  size  of  much  of  this  land  is  6  acres,  with  a 
minimum  of  3  right  up  to  1 5  acres.  The  price  for  most  of  these 
lots  is  $7,500*,  and  each  is  divisible  into  at  least  2  lots.  This 
means  that  purchasers  can  dispose  of  the  added  lot  to  their 
children,  relatives  or  friends.  And:  camping  is  permitted  on 
some  lots!  You  can  purchase  your  homesite  with  9%  financ- 
ing and  monthly  payments  of  only  1  %  of  the  purchase 
price.  It's  an  opportunity  for  all  time,  for  all  seasons. 


Price  subiect  to  change  without  notice 


Forbes  Lake  of  the  O^rks    i 


Box    303,  Fort  Garland,  CO  81 133 


Without  obligation,  please  send  me  more  information 
on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 


Name , 


Address- 


City/State/Zip 
Telephone  - 


or  phone  816/438-2801 


90F6 


Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anyifimg.  No  Federal  agency  has  judged  the  merits  or  value,  il  any,  ol  this  property.  Equal  Credit  and  Housing 
Opportunity  A  statement  and  offenng  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York,  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  or 
lease  by  the  Secretary  of  State  or  that  the  Secretary  of  Slate  has  in  ar^y  way  passed  upon  the  merits  of  such  offering  ,  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de 
Cristo  Ranches    NYA88-178 


Stock  Trends 


MONEY  &  INVESTMENTS 


By 

AnnC.  Broitn 

^1 

It  looks  like  next  year  before  the  DJI 
can  significantly  pierce  and  hold  3000. 

PIGGYBANK 
INDICATOR 


less  aggressively,  they  are  demand- 
ing more  in  the  way  of  equity  for  the 
loans  they  do  make.  This  has  forced 
potential  lendecs  to  save  more  be- 
fore they  borrow,  which,  because  of 
a  reverse-multiplier  effect,  further 
increases  the  savings  rate. 

Changing  demographics  also  play 
a  part  in  the  return  to  higher  savings 
by  many  Americans.  With  the  last 
of  the  baby  boomers  now  30  years 
old,  most  of  this  group  has  housing, 
cars,  appliances,  etc.,  contracted  for 
in  the  buy-buy  days  of  the  mid-to- 
late  Eighties.  From  here  on  out,  it's 
strictly  a  replacement  or  upgrade 
market — both  of  which  should  be 
largely  manageable  from  cash  flow. 

Other  demographic  factors  influ- 
encing savings  include  more  chil- 
dren whose  parents  are  saving  for 
their  education  and  an  aging  popu- 
lation saving  to  pay  steeply  rising 
health  care  costs  and/or  saving  in 
anticipation  of  an  increasingly 
long — and  independent — old  age. 
Even  the  elder  citizens  figure  into 
the  demographic  equation,  because 
they  are  dissaving  less,  thanks  to 
indexed  Social  Security,  more  pen- 
sion incomes  and  Medicare. 

The  effects  of  increased  individ- 
ual savings  on  the  stock  market  can 
be  either  good  or  bad,  depending 
on  the  levels  and  duration.  Higher 
savings/low  expenditures  can  help 
dampen  demand-pull  inflation, 
which  makes  it  possible  for  the  Fed- 
eral Reserve  to  ease  monetary  poli- 
cy. Higher  savings,  insofar  as  they 
lower  interest  rates,  reduce  the  reli- 
ance on  foreign  capital  to  finance 
the  budget  deficit.  And  higher  sav- 
ings will  add  to  the  pool  of  capital 
available  to  invest  in  equities  and,, 
therefore,  help  raise  stock  prices. 

On  the  other  hand,  too-high  per- 


Whenever  I  want  to  confirm  what  I 
think  the  Federal  Reserve  will  do 
next,  I  look  at  the  help-wanted  ad- 
vertising index,  the  hours  of  over- 
time worked  and,  most  especially, 
the  personal  savings  data — includ- 
ing the  ratio  of  consumer  install- 
ment credit  outstanding  to  personal 
income.  Since  1987,  when  the  an- 
nual personal  savings  rate  hit  an  all- 
time  low  of  3.2%,  this  figure  has 
ratcheted  up  to  6.2%,  reported  for 
May.  There  are  a  number  of  reasons 
for  this  outbreak  of  individual 
thrift,  which,  if  it  continues,  could 
mean  trouble  for  the  stock  market. 
Probably  the  chief  reason  for  the 
sharp  rise  in  savings  and  the  decline 
in  borrowing  was  the  Tax  Reform 
Act  of  1986,  which  phased  out  the 
deductibility  of  interest  charges  on 
consumer  loans  for  everything  but 
mortgages.  With  the  cost  of  retail 
borrowing  anywhere  from  13%  to 
20%,  purchases  "on  time"  have  be- 
come increasingly  unattractive. 
Home  equity  loans,  which  many 
people  used  as  an  alternative  inter- 
est-deductible means  of  financing 
their  consumption  habit,  have  lost 
their  earlier  appeal.  Not  only  are 
sSiLs  and  commercial  banks  lending 

Ann  C.  Brown  is  chief  executive  officer  of  the 
equity  adinsory  and  portfolio  consulting 
firm  of  AC.  Brown  &  Associates. 


sonal  savings  can  be  ruinous  to  cor- 
porate profits  (which,  in  turn,  can 
torpedo  stock  prices).  If  savings  re- 
main high  enough  long  enough, 
they  can  lead  to  a  recession — or 
worse.  A  little  home-growTi  re- 
search shows  that  since  the  end  of 
World  War  II,  whenever  the  annual 
personal  savings  rate  exceeded 
7.5%,  the  economy  got  into  trouble. 

Mr.  Greenspan  and  his  colleagues 
know  this  better  than  I  do.  As  much 
as  they  dislike  inflation,  you  can  be 
certain  that  they  will  opt  for  rising 
prices  over  a  rerun  of  the  1930s. 
Nevertheless,  for  the  time  being, 
they  are  likely  to  let  the  savings  rate 
edge  higher  and  risk  flat-to-down 
GNP  growth  for  a  quarter  or  two 
until  they  are  convinced  that  they 
have  wrung  as  much  inflation  out  of 
the  economy  as  they  can  without 
causing  serious  harm. 

As  you  know,  I  have  remained 
steadfastly  bullish  for  many 
months.  While  I  am  still  optimistic 
longer  term,  I  think  the  dji  is  going 
to  have  to  wait  until  next  year  be- 
fore it  can  significantly  pierce  and 
hold  3000.  It  could  be  wise  to  have 
some  cash  on  hand  to  take  advan- 
tage of  buying  opportunities  over 
the  next  few  months.  Third-quarter 
earnings  could  be  surprisingly  poor 
for  some  companies,  as  slow- 
growth  approaches  no-growth  in  the 
July  to  October  period. 

I  still  like  the  ten  companies 
mentioned  in  my  last  column  Qune 
25),  particularly  Tiffany  (45),  Kellogg 
(63)  and  Kimberly-Clark  (71).  Add  to 
this  list  as  attractive  Equifax  Inc. 
(19),  the  world's  leading  source  of 
computer-based  information  ser- 
vices and  systems  to  facilitate  con- 
sumer financial  transactions,  efx 
recently  announced  plans  to  acquire 
Telecredit.  If  the  deal  goes  through, 
it  looks  like  a  good  buy  for  Equifax. 
If  not,  EFX  could  recover  to  its 
predeal  price. 

Speaking  of  acquisitions,  if  the 
unexpected  offer  of  Philip  Morris  to 
purchase  Jacobs  Suchard  is  final- 
ized, then  I  think  it  is  possible  that 
MO  might  go  after  Quaker  Oats  (48) 
next  with  the  cash  remaining  in  its 
diversification  account,  oat  will 
show  lower  operating  earnings  per 
share  for  the  fiscal  year  ended  last 
month  and  could  be  an  inviting  tar- 
get. If  for  any  reason  the  Suchard 
deal  is  derailed,  then  Campbell  Soup 
(57)  would  be  back  as  a  potential 
Philip  Morris  acquiree.  And  who's 
to  say  CPB  and  oat  aren't  already  on 
some  other  company's  buy  list?  ■ 
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Dealerscope  Merchandising  Products  of  the  Month 


Fedders  1990  Room  Air 

Conditioner  Line  Comprises  45 

Models  with  Capacities  From 

5,000-29,000  BTUs. 


New  for  the  Fedders  brand  in  1990  is 
the  "Pick-Up"  series,  which  has  three 
truly  portable,  high-efficiency  models: 
a  5,000  BTU  and  a  5,950  BTU  unit 
with  8.0  EER,  and  a  5,250  BTU  unit 
with  9.0  EER.  The  Pick-Ups'  light- 
weight design  (55  lbs.)  and  built-in  car- 
rying handle  make  them  easy  to  lift 
and  easy  to  install  in  almost  any  win- 
dow. They  have  attractive  molded  plas- 
tic case  assemblies,  which  are  cor- 
rosion-resistant, and  stylish  wood- 
grained  front  panels.  For  more  infor- 
mation, please  call  217-342-3901. 


Revolutionary  Fisher 
"Binocular-Design"  Camcorder 
Uses  Artificial  Intelligence. 

Fisher's  new  FVC880  camcorder  in- 
creases picture  clarity  due  to  horizontal 
design  that  affords  stable  and  comfort- 
able, two-handed  operation.  But  that 
only  touches  the  surface  of  the  Fisher 
FVC880.  New  "Fuzzy  Logic"  artificial 
intelligence  circuitry  evaluates  light- 
ing conditions  and  subject  position 
for  quicker  and  more  accurate  auto- 
matic adjustments  in  focusing  and 
iris  control,  producing  the 
best  picture  possible. 
Sanyo  Fisher  (USA 
Corporation, 
21350  Lassen 
Street,  Chats- 
worth,  CA 
91311-2329. 


Pinguino  —  America's  First 
Windowless 
Air  Conditioner 

It's  hot  and  you 
have  no  windows? 
Or  windows  a  tra- 
ditional air  condi- 
tioner won't  fit  in- 
to? Or  central  air 
conditioning  that's  shut  off?  Suffer  no 
longer!  Here's  Pinguino,  the  window- 
less  air  conditioner.  It's  easy  to  install. 
Just  set  up  the  exhaust  hose  for  venting, 
turn  on  the  switch,  and  you'll  have  cool 
air  instantly.  Patented  technology  gives 
it  6030  BTU,  strong  enough  to  cool  a  12' 
X  15'  room  in  any  apartment,  home  or 
office.  Pinguino,  another  fine  product 
from  DeLonghi.  For  more  information, 
call  1-800-322-3848. 


Broadcast  and 
Out-Of-Paper 
Memory  Fax  Joins 
Toshiba  Retail 
Product  Line 

The  new  Toshi- 
ba Model  3450 
facsimile  ma- 
chine introduc- 
es a  facsimile  with  memory  for  broad- 
casting and  out-of-paper  reception 
capabilities.  With  up  to  50  broadcasting 
locations  possible,  the  Model  3450 
allows  a  business  to  instantly  forward 
any  type  of  communications  to  their 
satellite  offices  or  customer  locations. 
The  16  shades  of  gray  scale  is  perfect 
for  sending  photographs.  Delay  trans- 
mit capabilities  allow  transmittal 
of  broadcast  information  during  the 
low-cost  calling  periods.  If  the  paper 
roll  runs  out,  the  machine  simply  stores 
the  incoming  documents  in  memory 
and  prints  them  out  when  the  paper 
roll  is  replaced.  Suggested  retail  price 
$1,495.  For  more  information,  call 
(800)272-7997. 


New  Low  Cost 
Universal 
Remote  Control 
One  For  All  III 

The  One  For  All  III  is 
an  ideal  Universal  Re- 
mote Control.  If  you 
have  lost  or  broken  your 
remote,  you  can  get 
three  times  the  remote 
for  less  than  just  a  re- 
placement remote.  It  is  as  simple  as 
A,B,C.  .  .1,2,3.  Just  enter  the  3  digit 
code  for  your  device  and  you're  in  con- 
trol. It  controls  the  most  popular  TV, 
VCR  and  cable  remotes,  all  in  one 
remote.  Suggested  retail  is  $59.95.  For 
more  information,  write  or  call:  Uni- 
versal Electronics;  P.O.  Box  355;  Hud- 
son, OH  44236;  1-800-242-6821. 

The  FaxRax'"  System 

Get  your  fax  station  organized  and 
eliminate  paper  juggling  forever!  Pack- 
aged in  five  modules,  the  FaxRax  Sys- 
tem catches  incoming  messages,  stoi'es 
3  extra  paper  rolls  and  angles  machine 
for  easier  viewing  and  heat  dissipation. 
Add  up  to  3  extra  baskets  for  cover 
sheets,  logs  and  directories.  Supports 
desktop  fax  machines  up  to  50  lbs.  Fi)r 
more  informa-, 

rion     write     to  

Lightwave  Tech- 
nologies, Inc.;  306 
N.  Fiore  Pkwy.; 
Vernon  hills,  IL 
60061,  or  call, 
(708)  362-6555. 
Fax:  (708)  816- 
1189. 


NovAtel  Announces 

A  New  Transportable 

Cellular  Telephone 


NovAtel  announces  the  introduction  of 
their  new  hardpack  transportable  cel- 
lular telephone.  It  is  a  small  weight 
mobile  telephone  that  has  user  select- 
able power  levels  for  conservation  of 
battery  life,  rechargeable  nickel  cad- 
mium battery  pack,  handle  for  easy 
carrying,  3db  gain  antenna,  hands-free 
speaker  phone,  speed  dialing,  emer- 
gency 911  dialing  and  cigarette  lighter 
adapter  for  in  car  use.  Total  portable 
unit  that  can  be  carried  with  you  wher- 
ever you  go.  For  more  information,  call 
1-800-231-5100. 
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Portfolio  Strategy 


MONEY  &  INVESTMENTS 


By  Kenneth  L.  Fisher 


Wall  Street  has  become  so  obsessed  with 
numbers  that  it  has  forgotten  what  really 
matters  in  business:  people  and  position. 

DAD,  YOU 
WERE  RIGHT 


It  was  a  bundle  for  me  then,  but  it 
was  worth  it  to  get  the  cheap-stock 
ideas  no  one  else  would  have — giv- 
ing mc  a  competitive  advantage. 

Today,  for  about  $350  a  year  you 
can  get  a  floppy  disk  each  month 
that  will  do  that,  plus  dozens  of 
different  screens  you  can  set  to  your 
own  parameters.  It's  all  so  cheap. 
Now,  for  about  $50,000  a  year, 
which  isn't  much  more  than  my 
$15,000,  adjusted  for  inflation,  our 
firm  buys  the  top-of-the-line  Com- 
pustat  product,  which  runs  on  a  pc 
and  allows  screening  I  never  imag- 
ined possible  just  a  few  years  ago — 
like  screening  by  market  share — 
plus  literally  hundreds  of  precise 
user-determined  screening  factors 
combined  any  way  I  want — plus  sta- 
tistical back-testing. 

Not  surprising,  its  being  so  cheap, 
that  most  stock  analysis  today  is 
quantitative.  Most  investment 
management  firms  are  buying  low 
p/es,  or  in  my  firm's  case,  low  price/ 
sales  ratios  or  low  price  to  cash 
flow — or  low  something  to  some- 
thing. One  new  fad  is  high  histori- 
cal dividend  yield.  Another  is  "asset 
allocation  models"  that  tie  valua- 
tions to  interest  rates  and  technical 
analysis  to  create  electronic  market 
timing — all  quant  driven.  The 
quants  rule  Wall  Street. 

It's  hard  to  find  green  college 
graduates  who  even  want  to  do 
qualitative  stock  analysis.  Too  un- 
scientific. They're  all  brainwashed 
by  their  professors  to  believe  they 
are  supposed  to  do  quantitative 
work,  dealing  with  output  and  data 
and  statistical  techniques.  The 
catch  22  is,  since  quanting  is  now  so 
common,  it's  less  important. 

You  can  see  the  result  in  valua- 
tions. A  pretty  big  chunk  of  the 


Society  has  become  too  quantita- 
tive lately  in  all  aspects,  but  partic- 
ularly in  stock  analysis.  The  real 
value  added  in  the  1990s  will  be  in 
qualitative  stock  selection. 

As  a  green  college  graduate  I  was 
trained  by  my  father  to  analyze 
quality.  That  was  his  obsession.  He 
was  an  un-numbers  man.  No  charts 
or  tables.  When  he  had  to  deal  in 
numbers,  he  used  an  old  hand-crank 
adding  machine.  What  interested 
him  then  and  interests  him  still  is 
quality — what  could  be  called  the 
two  "Ps,"  people  and  position. 
Meaning,  how  good  are  the  people? 
And  how  well  is  the  firm  positioned 
in  its  field?  No  matter  how  good  the 
numbers  looked,  he  wasn't  interest- 
ed in  a  stock  unless  he  saw  excep- 
tionally skilled  and  dedicated  peo- 
ple running  a  firm  with  natural 
competitive  advantages. 

Not  that  quantitative  analysis 
didn't  have  its  day.  When  computer 
power  was  hard  to  get,  there  was  a 
real  value  in  number  crunching.  I 
remember  paying  a  major  brokerage 
firm  $15,000  in  the  mid-1970s  for  a 
one-time  computer  ranking  of  the 
New  York  Stock  Exchange  stocks 
with  the  lowest  price/sales  ratios. 

Kenneth  L  Fisher  is  a  Woodside,  Calif-based 
money  manager.  He  has  written  two  books: 
The  Wall  Street  Waltz  and  Super  Stocks. 


market  used  to  sell  for  less  than  half 
the  market's  average  valuation  and 
an  equally  big  chunk  sold  for  twice 
the  market's  valuation.  A  statisti- 
cian would  say  the  Gaussian  distri- 
bution around  the  mean  was  rela- 
tively flat.  You  could  make  money 
in  that  era  simply  buying  the  low- 
priced  stocks  and  selling  short  the 
high-priced  ones.  Regression  to  the 
mean  would  give  you  a  nice  profit. 
But  today  fewer  stocks  are  at  steep 
premiums  or  discounts.  The  quants 
have  picked  over  both  ends.  The  few 
steep  discounts  tend  to  be  bad  com- 
panies that  deserve  it. 

So  how  will  one  make  money  in 
the  1990s?  By  making  smart  judg- 
ments on  the  two  "Ps" — people  and 
position,  and  separating  the  superi- 
or from  the  mediocre.  Is  manage- 
ment determined  and  movitated? 
Are  their  sales  skills  top-notch? 
Ditto  for  motivational  skills?  How 
deep  is  management? 

Then,  what  is  the  firm's  cost  posi- 
tion relative  to  competitors?  Is 
there  growing  demand  for  its  prod- 
ucts? What  makes  it  hard  for  com- 
petition to  outdo  the  firm?  Does  it 
dominate,  based  on  geography, 
brand  name  or  special  niche? 

Here  then  are  three  modestly 
priced,  relatively  unpopular  stocks 
I  think  have  good  quality  and  will 
shine  in  the  1990s.  These  all  rank 
high  in  people  power. 

Family  Dollar  (14)  has  a  cookie- 
cutter,  low-price  retailing  format 
for  America's  tiniest  towns.  There 
are  plenty  of  them  for  Family  DpUar 
to  grow  into,  but  the  stock  isn't 
priced  at  growth  valuations. 

Seagate  Technology  (14,  o-t-c),  too. 
It  used  to  be  tiny  with  a  huge  valua- 
tion. Now,  at  $2.8  billion  in  reve- 
nue, it  is  the  big  kid  on  the  disk 
drive  block — for  micro-  and  mini- 
computers— and  it's  the  low-cost 
producer.  All  that  means  good 
growth.  And  its  chief  executive,  Al 
Shugart,  is  a  living  legend  in  the 
industry.  Yet,  it  sells  at  only  modest 
valuations,  by  any  standard. 

U.S.  Shoe  (25)  is  strong  in  shoes  and 
specialty  retailing,  but  you  can  jus- 
tify the  stock  essentially  off  Bannus 
Hudson's  LensCrafters  division — 
the  newly  dominant  eyewear  ven- 
dor you  see  on  tv.  You  get  the  rest  of 
U.S.  Shoe  virtually  free. 

Yes,  numbers  still  matter.  But  I 
think  we  will  soon  return  to  a  time 
when  Wall  Street  releams  an  appre- 
ciation for  the  two  "Ps" — quality  in 
management  people  and  strategic 
position.  Quality,  not  quantity.  ■ 
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Did  you  know  that  28,000 
Vision  subscribers 
own  a  sports  car? 


With  its  200,000  subscribers,  Vision 

is  the  most  powerful  medium  for  communicating 

with  Latin  America's  elite. 


You  have  to  have  it. 

Source:  INHA  -  \ision  Headers'  Profile  December.  1989 


Wall  Street  Irregular 


MONEY  &  INVESTMENTS 


By  Mark  Hnlbert 


Famed  professor  Burton  Malkiel  is  a 
dyed-in-the-wool  believer  in  the  random 
walk  But  is  this  heresy  in  his  latest  book? 

A  WALK  WITH 
MORE  PURPOSE 


easy  in  a  book  ostensibly  about  the 
market's  unbeatable  efficiency.  It 
requires  Malkiel  to  perform  some 
tortuous  mental  gymnastics.  For 
example,  at  one  point  he  writes  that 
"professional  investment  managers 
are  not  able  to  outperform  the  broad 
market  averages."  Yet,  elsewhere  in 
the  book,  he  favorably  profiles  the 
personalities  and  strategies  of  suc- 
cessful professional  managers  such 
as  John  Templeton,  John  Neff  and 
Dean  LeBaron. 

But  why,  given  that  these  folks 
aren't  supposed  to  be  able  to  do  bet- 
ter than  the  blindfolded  monkeys? 
"I  may  be  a  mostly  random  walker," 
Malkiel  responds,  "but  I  am  also  a 
gambling  man,  and  there  is  much  to 
be  said  for  placing  at  least  some  of 
one's  bets  on  these  [managers'  mu- 
tual) funds  than  on  the  market  as  a 
whole."  Kind  of  like  a  fellow  who 
doesn't  believe  in  God  but  goes  to 
church  just  on  the  chance.  .  .  . 

Malkiel  tries  to  play  down  the 
tension  between  his  rhetoric  and  re- 
ality by  retreating  to  the  long  term. 
The  existence  of  inefficiencies 
doesn't  pose  a  threat  to  his  belief  in 
the  market's  overall  efficiency,  he 
explains,  because  all  that  that  belief 
requires  is  the  eventual  disappear- 
ance of  those  inefficiencies.  He's 
saying  that  a  stock  or  group  of 
stocks  could  be  undervalued  for  a 
while  but  that  eventually  the  mar- 
ket would  end  the  undervaluation. 

Big  deal.  We  know  that  already.  It 
would  have  been  more  straightfor- 
ward to  say  that  inefficiencies  exist, 
if  briefly,  and  can  be  worth  seeking. 

One  of  the  most  famous  of  these 
anomalies  is  an  investment  letter: 
the  Value  Line  Investment  Surt^ey's 
rating  system.  Numerous  academ- 
ics have  confirmed  that  it  has  been 


Like  wars  that  are  supposed  to 
end  all  wars,  investment  books  are 
often  advertised  as  the  last  word  on 
their  subject.  And  with  about  as 
much  validity. 

Princeton  Professor  Burton  Mal- 
kiel's  A  Random  Walk  Down  Wall 
Street  is  widely  regarded  as  a  classic. 
Its  first  edition  was  published  in 
1973.  Its  thesis  was  that  the  market 
was  so  efficient  that  a  blindfolded 
monkey  throwing  darts  at  a  news- 
paper's financial  pages  could  do  just 
as  well  as  the  experts.  If  this  thesis 
were  correct,  there  would  have  been 
no  reason  for  a  second  edition. 

But,  lo,  Malkiel  has  just  pub- 
lished a  fifth  edition  (W.W.  Norton, 
$22.95),  subtitled  Tlje  Book  for  the 
1990's  Investor.  Malkiel  remains  rhe- 
torically committed  to  the  idea  that 
the  market  is  efficient.  But  a  close 
comparison  of  his  various  editions 
reveals  that  he  has  actually  made 
subtle  changes  to  accommodate  the 
growing  body  of  evidence  that  it 
isn't.  Now,  a  major  change,  there's 
a  whole  new  chapter  devoted  to  the 
market's  inefficiencies. 

Acknowledging  the  existence  of 
inefficiencies — or  anomalies — isn't 

Mark  Hnlbert  is  editor  of  the  Alexandria, 
Va.-hased  Hulben  Financial  Digest.  His 
newest  book  is  The  Hulbert  Guide  to  Finan- 
cial Newsletters  (Piobtds  Publishing). 


able  to  beat  the  market  over  long 
periods.  In  his  fourth  edition,  Mal- 
kiel did  briefly  allude  to  the  Value 
Line  phenomenon,  but  added  that 
Value  Line's  mutual  funds  weren't 
doing  well,  an  irrelevance  since 
they  are  managed  on  different  prin- 
ciples than  the  Surveys.  In  his  fifth 
edition,  he  ignores  the  Value  Line 
anomaly  altogether. 

Malkiel  ignores  the  existence  of 
all  the  market-beating  investment 
letters.  For  example,  besides  Value 
Line,  Martin  Zweig's  Zweig  Forecast 
has  beaten  the  s&p  500's  total 
return  over  the  last  ten  years.  And 
its  portfolio  was  also  less  volatile 
than  the  market  as  a  whole.  (I  point 
this  out  to  head  off  the  efficient 
market  dogmatists'  response  that 
any  above-market  return  must  have 
been  achieved  by  taking  on  abnor- 
mally high  risk.) 

Another  pair  of  outstanding 
examples:  Louis  Navellier's  mit  Re- 
vieti'  and  James  Collins'  otc  Insight, 
both  of  which  have  beaten  the  s&lp 
500's  total  return  over  the  last  five 
years,  despite  a  focus  on  the  second- 
ary stock  sector,  which  has  serious- 
ly lagged  the  blue  chips. 

Will  the  market's  efficiency  even- 
tually catch  up  with  these  newslet- 
ters, as  Malkiel  implies?  Quite  pos- 
sibly. But  that  wouldn't  mean  these 
newsletters'  achievements  were  in- 
significant. And  Malkiel  should 
agree.  After  all,  in  his  editions  in  the 
1970s,  Malkiel  himself  was  recom- 
mending closed-end  investment 
companies  because  their  stocks 
were  trading  at  large  discounts  to 
their  net  asset  values — and  his  ad- 
vice was  very  profitable.  Though 
this  strategy  is  no  longer  as  attrac- 
tive, he  is  not  about  to  dismiss  his 
success  as  simply  luck.  He  found  a 
genuine  anomaly  and  acted  upon  it. 

Investment  letters  are  peculiarly 
suited  for  seeking  out  anomalies — 
instances  of  inefficient  pricing. 
Unlike  institutional  investors,  they 
are  not  encumbered  by  investment 
committees  with  their  herd  in- 
stincts. And  with  so  many  letters 
attempting  to  discover  new  ineffi- 
ciencies, there  is  a  good  chance  that 
some  will  succeed. 

Maybe  Malkiel  will  notice  this  in 
his  sixth  edition,  though  unfortu- 
nately, it  seems  that  in  academic 
life  few  are  ever  convinced  of  new 
ideas:  The  older  professors  just  fade 
away.  In  spite  of  what  he  writes, 
Malkiel  seems  ready  to  concede 
that  the  market  can  be  beaten,  but 
he  just  won't  admit  it  openly.  ■ 
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Property  Strategies 


MONEY  &  INVESTMENTS 


For  seven  years,  there  has  been  little  pres- 
sure to  change  gears  on  tax  policy.  But 
1990  is  looming  as  an  inflection  point. 

TAX  HEDGE  FOR 
THE  NINETIES 


By  Charles  E.  BaUn 


Now  that  an  economic  slowdown 
and  a  runaway  s&l  bailout  threaten 
to  blow  the  federal  deficit  sky-high, 
investors  have  reason  to  worry  that 
President  Bush  will  break  his  cam- 
paign pledge  and  raise  taxes.  A  re- 
cent Wall  Street  Joumal/NBC  News 
poll  reported  that  89%  of  surveyed 
voters  foresee  an  increase  this  year, 
with  two-thirds  of  them 
favoring  an  income  tax 
hike  on  the  wealthy.  If 
they  are  right,  fixed-in- 
come investors  should  fo- 
cus on  municipal  bonds. 

When  it  comes  to  in- 
vestment strategy,  it  pays 
to  keep  an  eye  on  tax  poli- 
cy. After  all,  only  aftertax 
returns  count.  There's  no 
mystery  why  muni  bonds, 
with  their  inferior  yields,  appeal  to 
upper-income  investors:  Interest 
paid  on  them  is  exempt  from  federal 
taxation.  Many  escape  state  and  lo- 
cal income  tax  as  well. 

The  attraction  of  municipals  is 
tied  to  their  "equivalent"  taxable 
yield  (the  tax-exempt  yield  ex- 
pressed as  a  pretax  equivalent  using 
the  investor's  marginal  tax  rate) 
compared  with  taxable  securities. 

Charles  E.  Babin  is  managing  director  of 
BRS  Capital  Management,  Inc.,  an  invest- 
ment management  firm,  in  Boston. 


Other  things  being  equal,  reducing 
tax  rates  lowers  equivalent  yields 
and  narrows  the  differential  be- 
tween tax-exempt  and  taxable 
bonds.  The  reverse  also  holds. 

When  President  Reagan  took  aim 
at  a  highly  progressive  income  tax 
structure  in  1981,  he  succeeded  in 
condensing  some  dozen  brackets 
and  a  maximum  rate  of  70%  to 
three  brackets  with  a  top  rate  of 
33%.  As  shown  in  the  table,  the 
impact  on  equivalent  yields  was  sig- 
nificant. While  muni  yields  dropped 
a  smidgen  from  their  1980  level, 
equivalent  yields  plummeted.  Risk- 
adjusted,  the  spread  between  muni- 
cipals and  Treasury  yields  was  all 
but  erased. 

For  fixed-income  investors,  fail- 


Taxes  and  muni 

bond  yields 

Muni 
Year    average  yield' 

Marginal 
tax  rate^ 

Equivalent 
yield 

Treasury 
average  yield' 

1980             6.96% 

70% 

23.20% 

11.41% 

1985             8.07 

50 

16.14 

10.63 

1989             6.67 

33 

9.95 

8.50 

'New  ten-year  AAA  general  obligations 
^New  ten-year  US  Treasury  notes 
1 

^Maximum  statutory  tax  rate 
Yield  data  source.  First  Boston 

ure  to  get  it  right  on  taxes  can  bag  an 
otherwise  sound  decision.  Imagine 
an  investor  who  expected  his  tax 
rate  would  average  70%  during  the 
1980s.  The  choice  would  have  been 
a  "no-brainer."  Ex  ante,  Treasury 
yields  on  the  order  of  23%  would 
have  been  required  to  generate  the 
same  ten-year  income  stream.  But 
ex  post,  results  fell  short  of  expecta- 
tions. The  Reagan  tax  cuts  would 
have  lowered  his  average  tax  rate 
to  less  than  50%,  eroding  the  bene- 
fit of  tax  immunity  and  scuttling 
the  opportunity  to  pocket  sizable 


excess  income  over  Treasurys. 

What's  more,  prior  to  tax  reform, 
the  tax  rate  of  indifference— the  rate 
which  equalizes  aftertax  returns 
and  sways  decisions — was  39% .  To- 
day it's  hovering  around  22%,  sug- 
gesting that  muni  bonds  are  appeal- 
ing to  taxpayers  in  the  28%  bracket. 
Had  the  tax  rate  of  indifference  re- 
mained constant,  muni  yields 
around  5.2%  would  have  been  con- 
sistent with  1989's  average  Trea- 
sury yield,  and  muni  bondholders 
would  have  profited. 

What  happened  to  the  muni  mar- 
ket during  the  1980s  could  flip-flop 
in  the  1990s.  The  key  is  a  burgeon- 
ing federal  budget  deficit.  And  on 
this  score,  the  health  of  the  econo- 
my is  critical.  A  robust  economy 
helps  the  budget  by  stimulating  tax 
revenue  through  increased  employ- 
ment and  higher  incomes,  and  by 
reducing  outlays  for  welfare  and  un- 
employment-related benefits.  The 
post- 1 982  economic  boom  provides 
a  perfect  example.  Starting  from  a 
deficit  equal  to  6.3%  of  gnp — the 
biggest  since  1946 — the  budget  cri- 
sis improved  dramatically  by  1989 

(2.9%  of  GNl'). 

The  bottom  line  is  that,  for  seven 
years  now,  there  has  been  little 
pressure  to  change  gears  on  tax  poli- 
cy. But  1990  is  looming  as  an  inflec- 
tion point.  First-quarter  real  cnp 
growth  was  an  anemic  1.9%  and  the 
full-year  prospect  is  bleak.  Already 
policymakers,  including  the  Presi- 
dent, are  worried.  They  now  see  a 
budget  spinning  out  of 
control.  According  to 
Treasury  Secretary  Nicho- 
las Brady,  the  impact  of 
the  current  housing  reces- 
sion on  S&.LS  alone  could 
add  more  than  $300  billion 
to  the  federal  deficit  dur- 
ing the  1990s. 

Just  days  ago,  George 
Bush  admitted  that  he's 
having  trouble  keeping  his 
finger  in  the  tax  dike.  Even  if  he 
sticks  with  today's  income  tax 
rates,  incentives  to  buy  muni  bonds 
could  improve.  Remember,  today's 
max  33%  tax  rate  reverts  to  28% 
when  taxable  joint  income  exceeds 
roughly  $160,000  (about  $100,000 
for  single  filers).  So,  the  biggest  in- 
comes escape  the  highest  tax  rate. 
Ironically,  Mr.  Bush  could  increase 
tax  revenue  without  raising  tax 
rates  by  eliminating  reversion. 
Longer  term,  though,  it's  a  good  bet 
rates — and  equivalent  yields — will 
move  higher.  ■ 
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The  history  of  the  ci\iUzed  world. 
One  month  at  a  tune. 


WALESA  interview    (continued from  p.  19) 


strongly  feels  that  the  current  economic  program  of  Po- 
land's Solidarity  government,  which  is  rapidly  boosting 
xmemployment  and  has  lowered  people's  already  meager 
living  standards  by  30%,  is  flawed. 

Experts  say  that  only  a  crushing  recession  could  curb 
Poland's  hyperinflation.  Walesa  isn't  convinced  that  aus- 
terity is  the  only  answer. 

"The  West  is  looking  at  us  in  the  wrong  way.  In  the 
West,  when  there's  recession,  [it  means]  you  have  overpro- 
duction. Here,  it's  not  a  question 
of  overproduction,  it's  underpro- 
duction. We  shouldn't  be  trying 
to  lay  off  workers  or  close  down 


people  would  be  the  owoiers  of  our  factories  and  stores. 
Then  they  would  have  to  produce  and  start  paying  taxes. 
Now  we've  overcome  the  inflation  [through  harsh  auster- 
ity] and,  unfortunately,  all  the  businesses  are  still  in  the 
hands  of  the  goverrmient." 

Walesa  is  sensitive  to  the  charge  that  his  criticism  of  the 
government  is  motivated  only  by  personal  ambition,  that 
by  creating  divisions  he's  harming  the  nation. 
He  contends  his  activities  help  to  create  political  plural- 
ism and  avoid  the  emergence  of  a 
Division  in  Solidarity  Pits  Walesa^    new  authoritarian  regime.   "How 
Against  Allies  of  Poland J^Premierj    many  beautiful  revolutions  have 

there  been?  When  dictators  have 


factories,  but  to  open  up  the  possibilities  to  allow  workers 
to  go  to  better-paying  jobs.  They  will  then  leave  companies 
that  don't  pay  a  good  wage." 

Walesa  acknowledges  that  many  of  these  unprofitable, 
state-owned  companies  "will  never  be  economically  effec- 
tive." But  he  thinks  there  ought  to  be  alternatives  for  these 
people  other  than  the  bread  line.  "Sometimes  people  in  the 
West  don't  see  we  have  to  build  a  completely  different 
economy."  How? 

Walesa  wants  the  government  and  Western  banks  to 
encourage  the  creation  of  "hundreds  of 
thousands  of  small  factories  and  businesses 
in  every  village — bakeries,  butcher  shops, 
dairies,  different  kinds  of  repair  shops. 
That's  the  kind  of  Poland  that  should  come 
into  existence.  Believe  me,  the  money  for 
those  kinds  of  activities  is  here  in  Poland. 
[Many]  Poles  have  some  dollars  stashed 
away  someplace.  Poles  would  be  happy  to 
buy  a  machine  that  would  help  them  become  a  baker." 

The  combination  of  hidden  dollars  and  Western  credit 
would  revive  the  economy  via  small  enterprises.  "Believe 
me,  there  would  be  tens  of  thousands  of  these  small  jobs. 
The  government  would  be  happy  because  it  would  be  able 
to  get  a  percentage  in  tax  money." 

Some  of  these  small  businesses  would  evolve  into  bigger 
ones.  "Having  their  capital,  they'd  be  able  to  join  together 
and  form  corporations." 

But  you  need  the  small  before  you  can  get  the  big.  "You 
have  to  have  a  cent  before  you  can  have  a  dollar.  A  proper 
mechanism  would  start  to  get  the  proper  kinds  of  econom- 
ic forces  going.  Workers  for  these  huge  state  companies 
would  simply  leave  their  jobs  and  go  to  work  for  these 
small  private  companies.  They'd  just  go  from  the  old  car  to 
the  new  one." 

Poland's  hyperinflation?  Walesa  would  have  sold  "some 
of  our  factories  or  stores  to  people.  We  would  have  de- 
stroyed the  inflation"  by  soaking  up  excess  money.  "Then 


—  New  York  Times 

been  overthrown,  the  revolutionaries  took  over  and  some- 
times turned  out  to  be  worse  than  the  former  rulers.  Why 
might  it  not  be  the  same  here?  I  am  so  afraid  of  anything  to 
do  with  monopolies.  Poland  is  threatened  right  now  by 
monopolies,  and  we  can't  let  that  happen. 

"Our  attempts  to  fight  for  forms  of  pluralism  cannot  be 
identified  with  anarchy  or  with  destabilization.  I  am  pre- 
paring to  allow  more  of  our  nation  to  get  involved,  to  sort 
of  force  these  gentlemen  [leaders  of  Poland's  Solidarity 
government]  to  move  more  in  a  pluralistic  direction." 

He  isn't  worried  that  his  Solidarity  col- 
leagues in  the  government  are  anything  but 
democrats.  "I  don't  see  any  danger  coming 
from  them  at  all.  But  what  happens  when 
they  leave  the  political  stage?  Our  reform  in 
Poland  still  hasn't  managed  a  vital  victory. 
[We  have]  to  make  sure  the  victories  we've 
got  so  far  get  enshrined  permanently;  they 
will  be  part  of  the  permanent  pluralism." 
Walesa  is  angry  that  the  government  hasn't  done  more 
to  remove  old,   onetime  communist  bureaucrats  from 
positions    of    influence,    even    if    they    are    supposedly 
efficient  administrators. 

"They  [the  Solidarity  government]  didn't  really  take 
advantage  of  the  opportunity  at  the  moment  when  the 
Communist  Party  dissolved  in  January  to  sort  of  clean 
house.  Maybe  from  a  technical  point  of  view  that's  not  the 
best  way  to  do  things  because  it  would  be  quite  a  mess  just 
to  throw  everyone  out.  But  now  we're  demanding  that  our 
society  make  sacrifices.  A  society  needs  to  see  the  faces  [of 
its  leaders].  Those  same  people  who  were  there  before 
[steadily]  destroyed  everything  they  touched.  These  people 
had  a  good  life  [at  the  expense  of  the  people]  and  here  they 
are  trying  to  correct  what  they  did  wrong.  Why  are  they 
still  there?" 

Lech  Walesa's  future?  Sometime  next  year,  Walesa  will 
become  President  of  Poland.  He  is  still  very  much  a  figure  to 
be  reckoned  with. 
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MARTIN  ZWEIG 


FINANCIAL  SERVICES 

BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance  - 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable  \ 
stocks  (rated  8  or  9)  i 
-  including  some  very  | 
famous  names 
wfiich  I  believe  could  ■ 
"take  a  bath"  I'll  rush 
you  the  Performance 
Ratings  ($39  value)  as  a  bonus  with 
your  subscription  to  The  Zweig  Fore- 
cast Time  is  crucial 

Three-Month  Trial  $50.  One  Year 
$245  Visa  or  MC  1-800-633-2252 
Ext  9064 

THE  ZWEIG  FORECAST 

P.O.  Box  360.  Bellmore,  NY.  11710 


Introductory  Trial 

Value  Line 
Only  $60 


An  introductory  subscnption  to  The 
Value   Line   Investment   Survey 

brings  you  the  2000-page  Investors 
Reference  Service — Value  Line's  most 
recent  reports  and  ratings  on  1700 
stocks.  You  will  also  receive  analyses 
of  about  130  stocks  each  week  for  10 
weeks  for  $60.  Available  only  once 
every  two  years  to  any  household.  30 
day  Money-Back  Guarantee. 

SCall  Toil-Free 
1-800-633-2252 

(Kxt    26X6-Dcpt  416C23) 

American  Express,  MasterCard  or 

Visa.  7  days  week,  24  hrs.  a  day. 


REAL  ESTATE  SERVICES 


WORLD'S  MOST  SUCCESSFUL 
REAL  ESTATE  DEVELOPERS 
SHARE  THEIR  KNOWLEDGE 

Developing  Real  Estate,  1990 
Aug.  15-16,  Beverly  Hills 

The  Ci)iir>f  for  Suiit-bSful  Or  "Emcr^'mjif"  Dn^elopers 
Tuition:  $945.00.  Includes  Course  Materials, 
Lunch  and  Reception.  (Group  Rates  Avail) 
Limited  Space  Course  Materials  if  purchased 
separately:  $645.00.  For  details/application, 
send  business  card  to: 

Real  Estai  e  Devfidpment  Institute 

153  Buckskin    VV(-sloi>,MjssachuM-tts  02143 
Natiorrwide  Non  Protn  Development  Educational  In- 
stitute. Established  In  } 075 By  The  World's  Leading 
Developers  -  (508)  356  2665 
21  DRE  CREDIT  PROGRAM  available  at  additional  cost 


Forbes: 
CapitalistTbol 


® 


FRANCHISES 


Franchise 

your  business! 

For  th«  axpart  help  you  n««d  to 
b«coma  a  franchisor,  call 
tha  franchlta  tpaclallata. 

FrancofP' 

N«w  York        Chicago      Los  Angolos 

|2Ut033MOO      (70«)4«)   2000        (313)33«-O6O0 

1.800-877-1103 


BUSINESS  OPPORTUNITIES 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General.  Aircraft. 
Boat  &  Shelf  Corporations. 

Call/Write  for  FREE  KIT: 

P.O.  Box  4a4-FB 

Wilmington,  DE  19899 

800-321-CORP-302<52.6532 


ivA 


REPOSSESSED  VA  &  HUD  HOMES 

available  Irom  govemmenl  Irom  $1  without  credit 
check  You  repair  Also  drug  seizures  and  lax 
delinquent  foreclosures  CALL  (805)  682-7555 
EXT  H-1030  lor  repo  list  your  area 


SEIZED  CARS— Porsche,  Ferrari.  Vette. 
etc  Trucks,  boits,  4-wheelers,  TVs,  stereos, 
turniture  by  Drug  Enforcement  Agency.  FBI,  IRS 
Unbelievable  bargains  on  late  models  Available 
your  area  now  Call  (805)  682-7555  EXT  C-1031 


QPI  I    YflllR  Brokers/Owners-list 


in  Japanese  MLS- 


ODflDCDTV  ^P^  service.  Reach 
■   nUrCni  I    lOOO's  of  Brokers/In- 

mlAPAN  vestors/Corporations 
JMl  Mil  in  Japan  Free  trans- 
lation/typesetting Also  display  ads,  brokerage/ 
agency  services,  consulting,  nnarketing,  trade- 
shows.  NO  COMMISSION 

Hon  K  Bunker  1-800-USA-2111 


HOSTAGE! 

ARE  YOU  BEING  HELD  HOSTAGE  BY 
RUSH  HOUR  TRAFFIC';'  BOREDOW 
NO  FREEDOI^''  CAN  YOU  VISUALIZE 
YOURSELF  EARNING  MORE  I^ONEY 
THAN  YOU  CAN  SPEND.  IvIORE  TllvlE. 
FREEDOIVI  AND  NO  BOSS''  DO 
YOU  HAVE  WHAT  IT  TAKES''  CALL 
(714)648-2255.  24  Mr  Recorded  (VIessage 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren  212-620-2440 


CORPORATE  ITEMS 


Save 

50% 


FREE  CERTIFICATES! 

AWARD  PLAQUES  WHOLESALE 

Perfect  award  to  show  appreciation  and 
recognition  for  donors,  employees, 
salesmen,  members  and  at  meetings, 
conventions. 

SEND  FOR  FREE  COLOR 
BROCHURE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  MOMBER  205-349-3765 
Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 
TuscaKxiSci,  Al.ibama  35403 
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BUSINESS  SERVICES 


I  The  easiest  way 

PLACE  YOUR  ADS 


to  ^V- o 


I 


^^Wej 


n  any  maior  newspaper,  trade  | 

publication  or  magazine  | 

CALL1-800-522-4-ADS 

(1-800-522-4237) 

CLASSIFIED     i 
AD  BUREAU     I 

24  hour  fax  212-764-2934  | 

We  accept   L^J  mS^   ""^  I 
cut  out  and  retain  lor  future  use! 


UniMSUi-WEL 

PROFESSIONAL  TELE-UARKETING  SERVICES 


We  know  the  secret  to  your  success! 

Professional  cost  effective  lelemarketmg  for 
screened  prospects  direct  sales  or  surveys 
Call  or  write  today  for  a  free  brochure! 


2320N.  WOODLAWNAVB  MCTAmie LA  70001 
1-(800)-256-241S  ■  FAX:  1-(504)-Ba7-9398 


BU 
YO 


LD 
R: 


Increase  sales  with  expertly 
prepared  brochures,  ads, 
catalogs,  mailings,  logos, 
etc.  Word-Wise  Advertising, 
founded  1973,  offers  a  com- 
Wi\  plete  creative  and  marketing 
service  for  the  small 
and  mid-size  busi- 
ness: (2 12)  247-0124. 


BUSINESS? 


CAUGHT! 

Employee  tfieft.  drug  use  with 

concealed  video 

by  Sperry-Vision  Cor(i. 

Call  for  FREE  VHS  tape 

and  information, 
Mr  Kelly  1-800-ROBBERY 


BUSINESS  SERVICES 


VUR  FIRST   YEAR   IN  THE 
•900"  COMMUNICATIONS 

BUSINESS,     SALES  WERE 


OVER$500,000 


WITH  A  GOOD  IDEA,  AND  OUR  HELP,  up 


YOU  COULD  DO  THE  SAME 
^iVEUSACALL  (713)444-1912 


Ikli! 


k 
suit 


MISCELLANEOUS  FOR  SALE 


nil! 

INVESTMENT  GEMSTONES!  mo 
GUARANTEED  LIQUIDITY!!!  J« '' 
We  buy  &  sell  Diamonds  and  all  Preciou  ngj 
Gemstones  Free  wholesale  catalog  sinci  j.j)) 
1%?'  Member:  Jewelers  Board  of  Trade 
Chamber  of  Commerce 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville,  Kentucky  42345 

TOLL  FREE  l-800-«26-8352 

S.E. 
tfaoi 
It  in 


m\ 
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EDUCATIONAL  SERVICES 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

For  Work  Lilt  jnd  Audemic 

Eiperiena  No  Classroom 

Arendana  tejuired 

Call  (213)  471-0306 

OuUkle  California 

1  •  800-423-3244 

or  send  detailed  resume 

lor  Free  Evaluation 

Pacific  Western  University 

7WatertrontPI  ,  SOOAIaMoanaBlvr)  .  Depl  185. 
Honolulu,  HI  96813 


FREE  COLLEGE  TAPE 


•  EXTERNAL  DEGREES  • 

Business  4  Public  Adminislfttion 

Criminal  Justice  Mgt ,  Theology,  LAW 
financial  aid  available 

TOLL  FREE  24  hr«.  (800)  7S9-000S 

l>  SALLE  UNIVERSITY 

Mandeville,  LA  70470-4000 
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COMPUTER  RENTALS 


WINE  CELLARS 


'  ta  Computer   Ren.all  800-765-4727 


Next  Day  Delivery 
Anywhere  in  the  U.S.A. 


RENTALS 


Also  Available: 

•  Macintosh  •  IBM  PS/2 

•  Compaq    •  Laser  Printers 

•  Laptops     •  Portables 

And  a  host  of  other  peripherals 
Call  Toll-Free 


REAL  ESTATE 


ADISON  VALLEY.  Located  at  the 
nfluence  of  the  Madison  River  and 
mountain  stream,  with  lush 
erbottom  meadows,  this  ranch  has  a 
'mplete  set  of  improvements.  It  offers 
pressive  views  of  Sphinx  Mountain 
d  the  Madison  Range,  abundant 
iterfowl  and  wildhfe  along  the 
asured  Madison  River.  Easy  access 
om  Ennis  and  Bozeman. 
)mpetitively  priced. 

vLLEY  OF  THE  MOON.  With 
are  than  a  half-mile  of  one  of  western 
ontana's  premier  trout  streams  a.s  one 
•undary,  and  bordered  by  national 
rest  lands  on  the  other  three  sides, 
IS  ranch  runs  for  three  miles  up  its 
.n  private  stream  valley.  At  the  head 

this  timbered  valley,  in  a  beautiful 

;adow,   sits  an   immaculate  chalet 

mmanding  a  view  of  the  headwaters 

the   Welcome   Creek    Wilderness. 

istine  seclusion  with  the  necessary 
mforts  —  trout  ponds,  quality 
retaker's  residence,  outbuildings  and 
;lassic  horse  barn.  Less  than  an  hour 
5m  the  airport  and  the  university 
wn  of  Missoula.  Contact  exclusive 
.ent  for  sellers:  Hall  and  Hall,  Inc., 
3.  Box  1924,  Billings,  Montana 
'103.     (406)     252-2155    or    (406) 

7-3090. 


DUNTAIN  DREAM— 640  +  acres 

rrouncJed  by  Cherokee  Nat.  Forest 
S.E.Tenn.,  nearN.  Ga.  &  N.  Car. 

Jtraordinary  mountain  topography 
at  inclutjes  Lost  Creek  &  other 
)ut  streams.  Large  and  small 
me,  a  wealth  of  Rhododendron, 
urel  &  hardwoods.  2  hours  from 
lanta  near  Ocoee  Gorge.  For  afflu- 
t  individual  or  nature  oriented  in- 
stment      group.      $1,650,000. 

ttlvner/Agent,  Contact:  Lawrence  \. 
lorpe  &  Co.,  1301  Hightower 
all,  #260,  Atlanta,  Ga  30350 
04)  993-1463 


5  Mountain  Home  Sites 

0  acres  to  700  acres  close  to 
'ellowstone  Park.  Scenic,  trees, 
ihvate,  fishing,  hunting.  Good 
iccess.  Western  Real  Estate. 
Box  2228,  Cody  WY  82414 
307  587-5584 


EXECUTIVE  GIFTS 


Ambassador  Lapel  Flags^ 

24K  gold-plated,  lull  colors 
Elegant  and  Exclusive 
For  worldwide  business/ marketing  Customize 
any  2-llag  mix  witri  company  logo  In  stock 
rectangular  panel  (shown),  round,  oval,  square, 
others  Or  send  own  preferred  design  100% 
USA-made,  3-6  weeks  delivery  BesI  value 

TME  Co  ,  1 17  Park  Lane  Drive, 

Suite  101 ,  New  Milford.  CT  06776 

(203)  354-0686  Fax  (2031  354-2786 


MERCHANDISE 


STOP  SWEAT 
FOR  6  WEEKS 

Treatment  with  elec- 
tronic    DRIONIC 

keeps     the     heavy 

sweater     dry     for 

6    week    periods. 

Thousands  prescrib- 
ed  by   doctors.   Try 

Drionic  for  unequal- 

ed  sweat  control  as 

described  in  seven 

medical   textbooks. 

Send  $125.  each  pair 

(specify  underarms, 

hands  or  feet).  GA 

res.     +     6V.%.    45 

DAY  MONEY  BACK 

GUARANTEE. 
GENERAL  MEDICAL  CO.  Dept  FOB-33 
1935  Armacosi  Ave     Los  Angeles,  CA  90025 
Phone  orders  -  MC/Visa  -  800  HEAL  DOC 


FEET 


COMPUTERS 


iflfTrnflRYmflc  INDUS 


Our  14th  year  of  DISCOUNTS 

Tandy*'Computers 

Radio  Shack*  Products 

Toll  F^ree  800-231-3680 

2251 1  Katy  Fwy  Katy(Houston)  TX  77450 

1-713-392-0747  Fax  (713)  574-4567 


WiNECELLARS-  USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars  Your  Cost 


Visa/MC/AmEx/Discover 


2%  Bottle  Credenza 

Ret:  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models 

Not  Hiiniinithic 

40  Bottle  Glass  Door 
60  Bottle  Glass  Door 


$  599 
749 


$  499 
659 


FurVault  holds  about  8  Furs  $3495         $  1895 


Only 
$2.85 
per 
bottle 
Model 
700 


Custom  Cellars  &  Racking  Systems  -  Call  For  Ca&log 

134  W  131ST  St.  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


MAILORDER 


"Elevette" 

Practical 

Luxury. 

Enjoy  ttie  practical 
luxury  of  "Elev- 
ette",  ttie  custom- 
built  residential  ele- 
vator ttiat's  Ideal 
for  those  who 
can't  Of  stiouldn't 
climb  stairs  Wnte 
today  for  more 
Information: 


INCLINATOR 

I   I  A  M  E  H  I  (    A 


COMPANY     Of 

Dept  7 
P(JBox  1557 
Harrisburg.  PA 
17105-1557 


EXECUTIVE  GIFTS 


THE  ULTIMATE  CHAIR 
for  a  stress-free  workday! 


Our  leather 

office  chair 

reclines! 


FREE  Ups.  calaloj 
l-800-2Sl'2225  01  write 
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ARTWORK 


BUY  ME  !  !  I 

OR  ONE  OF  MY  FRIENDS 

Now  you  can  invest  in  vintage  ani- 
mation artwork  ttiat  has  been  ap- 
preciating in  value  at  an  astonishing 
rate  You've  read  about  it;  now  get 
in  on  It  while  prices  are  still  reason- 
ably alfordable.  Own  a  priceless 
piece  of  your  childhood  that  you  will 
grow  to  love. 

Call  1-516-499-8511  today  for  a  free 
consultation,  or  Fax  in  your  request 
at  1-516-499-7570 


FURNITURE 


FREE  CATALOG 


Sland-Up 
Desks 

• 

Kcvolvin); 
Bookcases 

• 

Custom 
Furniture 


Solid  Mahogany  &  Olher  Hardwoods 
Write  or  Call  for  FREE  Catalog: 

riMEN  TIMBER  WOODCRAFTERS,  INC 
ABA.  Box  355,  Silvcrhill.  AL  36576 
FBS. CRAFTED  or  1.800-272-3833 


Streetwalker 


Edited  by  Thomas  Jaffe 


Secret  control 

As  the  commuter  train  rattled 
across  Westchester  toward  Grand 
Central  Terminal,  one  of  Wall  Street's 
brighter  lights  confided  to  Streetwalk- 
er: "You  know  what's  happening? 
The  13-D  players  of  yesterday  are  now 
buying  up  big  positions  in  distressed 
bonds." 

But  of  course.  The  capital  markets 
are  busily  adjusting.  The  raiders'  and 
restructurers'  old  turf,  the  equity  mar- 
ket, is  at  an  alltime  high.  Besides, 
there  are  always  poison  pills,  shark 
repellents  and  a  vigilant  Securities  &. 
Exchange  Commission  to  contend 
with  if  you're  buying  up  large  blocks 
of  equity. 

By  contrast,  the  junk  bond  market 
has  crashed.  Not  only  are  the  prices 
right,  so  are  disclosure  requirements. 
Whereas  any  person  or  group  that 
buys  5%  or  more  of  a  company's  stock 
or  other  securities  with  voting  rights 
(i.e.,  bonds  convertible  into  equity) 
must  publicly  disclose  the  action  in  a 
13-D  filing,  a  raider  can  buy  as  much 
of  a  company's  debt  securities  as  he 
wants  with  no  disclosure  require- 
ments whatsoever.  "What  you're  go- 
ing to  be  seeing,"  says  our  source,  "is 
smart  people  buying  30% -plus  block- 
ing positions  [in  a  company's  debt] 
and  trying  to  force  reorganizations 
outside  of  bankruptcy." 

Has  anyone  done  anything  yet? 
Acadia  Partners,  backed  by  Robert 
Bass  and  Equitable  Life,  has  been 
picking  up  Easco  Corp.  bonds 
(Forbes,  May  28].  Streetwalker  hears 
rumors  that  Carl  Icahn  is  very  inter- 
ested in  the  distressed  bonds  of 
Leaseway  Transportation,  and  that  Ir- 
win (The  Liquidator)  Jacobs  has  his 
eyes  on  Miramar  Marine's  bonds  (in 
neither  case  could  we  ascertain  which 
issues,  but  then  this  is  not  a  game  for 
the  amateur  investor). 

On  a  closely  related  front,  interest 
is  building  in  the  nearly  $5  billion 
(face  value)  junk  bond  portfolio  of  Co- 
lumbia Savings  &  Loan,  put  together 
by  Michael  Milken's  old  friend 
Thomas  Spiegel.  The  portfolio,  whose 
estimated  market  value  is  about  $3 
billion,  consists  of  big  positions  in  the 
junk  bonds  of  scores  of  companies, 
few  of  them  widely  known.  The  gov- 
ernment's Office  of  Thrift  Supervi- 
sion, aided  by  First  Boston  Corp.,  is  in 
the  process  of  auctioning  the  portfo- 


lio. Terms:  10%  down  and  the  govern- 
ment will  take  a  nonrecourse  note  for 
the  rest.  Some  smart  people  stand  to 
get  very  rich,  relative  to  the  risk,  on 
this  one. — Lawrence  Minard 


The  next  shoe  to  drop? 

Nike,  Inc.,  the  sneakermakef  from 
Beaverton,  Ore.,  was  recently  at 
n^A  o-t-c,  not  far  off  its  alltime  high. 
Analyst  Gary  Jacobson  of  Kidder,  Pea- 
body  likes  the  company  but  thinks 
the  stock  is  fairly  and  fully  valued. 

At  first  blush,  $2.2  billion  (estimat- 
ed sales)  Nike  looks  to  be  going  great 
guns.  The  stock  has  nearly  quintupled 
since  1988.  Philip  Knight,  the  com- 
pany's chairman  (he  owns  34%),  is 
now  worth  $1  billion  on  paper.  Jacob- 


Runumg  up-' 

Nike's  stock  already  has. 

son  estimates  that  earnings  for  the 
fiscal  year  ended  May  31  were  up 
42%,  to  $6.35  a  share.  This,  on  top  of  a 
64%  gain  the  year  before. 

But  unit  growth  is  slowing  in  the 
athletic  footwear  market;  earnings  are 
being  fueled  increasingly  by  price  in- 
creases. More  important,  sneaker 
buyers  are  notoriously  fickle.  Nike's 
sales  are  heavily  skewed  to  perfor- 
mance sneakers,  and  within  that^  to 
men.  Even  though  Nike  accounts  for 
26%  of  the  overall  U.S.  sneaker  mar- 
ket, its  share  of  the  men's  niche  is 
more  like  45%. 


While  this  has  brought  the  compa- 
ny three  straight  years  of  huge  success 
on  the  heels  of  its  Air  line,  tied  to 
basketball  star  Michael  Jordan,  Jacob- 
son  notes  that  sales  of  fashion-orient- 
ed sneakers  to  women  remain  disap- 
pointing. His  concern:  Lf  the  air  goes 
out  of  Air,  Nike's  earnings  growth 
may  slow. 

Jacobson  thinks  Nike  will  earn  $7  a 
share  in  the  fiscal  year  ending  May  3 1 , 
1991.  Nike's  earnings  had  better  not 
disappoint,  says  he.  Otherwise  the 
company  may  find,  as  L.A.  Gear  re- 
cently did,  that  mercy  is  in  short  sup- 
ply on  Wall  Street. 


Still  out  of  focus 

Has  Eastman  Kodak  Co.  finally 
learned  to  dance?  The  $18.4  bil- 
lion (sales)  company  has  a  tough  new 
chairman,  Kay  Whitmore.  But  analyst 
Donald  Zwyer  of  Kidder,  Peabody  is 
telling  clients  to  sit  this  dance  out. 

Last  year  Kodak,  recently  trading  at 
41  '/4,  earned  $3.32  a  share  (excluding  a 
$549  million,  or  $1.69  a  share,  re- 
structuring charge).  Zwyer  thinks 
earnings  will  be  flat  this  year  and 
looks  for  only  $4  a  share  in  1991, 
which  would  still  put  Kodak  below 
the  $4.31  it  earned  in  1988.  That  year, 
however,  Kodak  was  helped  by  the 
inclusion  of  profits  from  Sterling 
Drug,  which  it  acquired  in  1988  for 
over  $5  billion.  In  1988  the  health 
division  had  operating  profits  of  $591 
million  on  sales  of  $3.6  billion.  But 
Zwyer  thinks  its  1990  operating  prof- 
its will  be  just  $600  million  on  sales 
of  $4.2  billion,  with  only  modest  im- 
provement expected  in  1 99 1. 

Meanwhile,  chemical  and  informa- 
tion systems  profits  are  sluggish. 
Even  photography-related  sales  have 
slowed.  Finally,  there's  the  matter  of 
the  amount — still  to  be  decided — that 
Kodak  must  pay  Polaroid  to  settle  the 
patent  infringement  suit  it  lost;  esti- 
mates run  around  $2  billion. 

What  concerns  Zv^ryer  even  more  is 
Kodak's  weak  cash  flow.  Last  year 
cash  flow  after  capital  spending  barely 
covered  Kodak's  $2-a-share  dividend. 
But  Zwyer  estimates  that  in  1990  Ko- 
dak's distributable  cash  flow  will  be 
considerably  less.  The  balance  sheet, 
meanwhile,  already  shows  $7.3  bil- 
lion of  long-term  debt  (as  of  Mar.  31), 
or  52%  of  total  capital. 

Kodak  could  cut  its  $2. 1  billion  cap- 
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iding  budget.  Or  it  could  sell 
tion  systems,  which  would 
/  entail  another  writeoff.  Or  it 
ve  up  the  ghost  on  Sterling.  In 
aore  restructuring,  and  no  rea- 
rush  into  the  stock. 


jittaker  whets  the 
/histle 

Iast  June,  after  rejecting  a  buyout 
I  offer,  Los  Angeles-based  Whitta- 
ker  Corp.  restructured  itself  to  escape 
further  attacks.  In  exchange  for  each 
share,  stockholders  received  $40  in 
cash  plus  a  "stub"  share  in  the  new 
Whittaker,  valued  at  about  $10.  In  the 
process,  diversified  Whittaker  took  on 
$300  million  of  long-term  debt  that  it 
planned  to  pay  down  by  selling  assets 
that  used  to  account  for  60%  of  its 
$500  million  in  sales. 

How's  the  new,  recapitalized  Whit- 
taker— recent  nyse  price  of  lO-Vi — far- 
ing? Splendidly.  Over  the  past  year  it 
has  raised  $320  million  through  di- 
vestitures. Whittaker  also  has  been 
talking  with  real  estate  interests 
about  developing  the  1,000  acres  it 
owns  in  the  Saugus/Newhall  area  15 
miles  from  downtown  Los  Angeles. 
Meanwhile,  its  remaining  $66  million 
of  debt  has  been  refinanced. 

Whittaker  now  has  two  primary 
businesses:  aerospace  and  biotechnol- 
ogy. Aerospace  is  mainly  a  supplier  to 
the  commercial  aircraft  industry.  It 
has  a  lucrative  contract  to  manufac- 
ture the  hydraulic  system  for  Boeing's 
767  jets.  It  also  makes  electronics 
software  and  control  systems  for  de- 
fense applications.  Biotechnology  is 
composed  largely  of  diagnostic  prod- 
ucts, including  one  for  the  detection 
of  Lyme  disease.  Sales  for  both  groups 
are  growing  a  respectable  10%  a  year, 
with  operating  margins  running  at 
nearly  20%.  In  1989  Whittaker  had 
operating  earnings  of  $41  million  on 
$210  million  of  sales. 

According  to  analyst  Larry  Selwitz 
of  Newport  Beach,  Calif.-based  Crut- 
tenden  &  Co.,  Whittaker  will  earn 
only  around  30  cents  a  share  in  1990, 
thanks  to  restructuring  costs  and  to 
high  interest  costs  during  the  first  two 
quarters.  But  next  year  Selwitz  ex- 
pects earnings  to  exceed  $1.50  a  share, 
as  it  generates  more  than  $2.50  of  free 
cash  flow.  With  the  stock  selling  for 
just  seven  times  anticipated  1991 
earnings,  Selwitz  thinks  it's  a  dandy 
buy.  Gruss  Partners  (Forbes,  Jan.  8] 
owns  12%  of  the  8.3  million  common 
shares  outstanding;  management,  led 
by  Chairman  Joseph  Alibrandi,  own§ 
another  19%.— Rita  Koselka 
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"This  is  the  way  you  always 
imagined  the  South  Pacific 


mw 


Read  what 
Andrew  Harper's 
exclusive  guide  to  unspoiled  places 
says  about  Malcolm  Forbes' 
exotic  Fiji  Island  paradise. 


Hjdeav^yReport 


It's  the  vacation 
of  a  lifetime  for 
$2,400  a  week! 


W    I    ^aken  as  a  whole,  Fyi  is 
I  '      B      'perhaps  the  most  idyllic  and 
^  ^  I        hospitable  archipelago  in  the 
■  ^  B        South  Seas,  its  essence 

^^^     springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Y\\\  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remote.st  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
wcjrld.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  who.se  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 

and  wild  birds 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  chzirm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
full-blown  social  resort,  but  rather 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  er\j()yed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 4r)-foot  (ieepsea  boat 
.staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  Jack  fish  and  sailfish 
iire  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occiisional 
black  niarlin.  There's  also  superb 
sn6rkeling/scuba diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
.still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
.style  that  is  fast  disappearing  in  the 
South  Pacific  .. .  ■■ 


Contact: 
Fiji  Manager 
Attn:  Errol  Ryland 
Fort  Garland,  CO  81133 
(719)  379-3263 


Fire  up  my  imagination! 

Send  me  a  free  color  brochure. 

Name 


-| 


Address . 


Zip. 
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Take  the  next  ten  years  off. 


Today,  millions  of  Americans  have 
a  passion  for  one  thing:  growing 
young.  Which  is  why  there's  Longev- 
ity magazine.  Longevity  teaches 
active,  well-to-do  readers  how  to  turn 
back  the  dock,  shed  pounds,  fight 


flab,  think  young,  iron  out  wrinkles 
and  defy  the  laws  of  gravity.  Every 
month.  Longevity  delivers  over  one 
million  readers  with  a  median  age  of 
forty-two  and  one  burrung  desire- 
to  stay  young  forever. 


Longevity.  The  practical  guide  to  the  art  and  science  of  staying  young. 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 


Seventy  years  a^  in  Forbes 

(From  the  issue  of  July  20,  1920) 
"Both  presidential  nominees  [in  the 
1920  election]  began  as  'printers'  dev- 
ils.' Neither  had  parental  wealth  or 
influence  behind  them.  Nor  did  either 
graduate  from  college  with  any  letters 
after  their  names.  They  started  life  in 
no  teeming  metropolis  amid  innu- 
merable opportunities  for  gaining  dis- 
tmction.  They  were  'country  boys.' 
Yet .  .  .  one  of  them  is  destined  to  ele- 
vation to  the  rulership  of  the  greatest 
country  in  the  world." 

The  publishers  of  Forbes  are  very 
glad  to  be  able  to  announce  that  they 
have  acquired  the  Odd  Lot  Review, 
the  well-known  weekly  devoted 
chiefly  to  investment  and  financial 
matters.  The  purchase  of  this  vigor- 
ous, progressive  periodical  adds  5,900 
investors,  bankers  and  businessmen 
to  the  circulation  of  Forbes  [which] 
reaches  a  far  larger  number  of  execu- 
tives and  other  responsible  business- 
men of  America  than  any  other  publi- 
cation of  its  kind  in  the  country." 


Sixty  years  ago 

(From  the  issue  of  July  1 5,  19 JO) 
"Unquestionably  the  outstanding  act 
of  the  recent  congress  was  the  Haw- 
ley-Smoot  Tariff  Bill,  which  was  fi- 
nally passed  after  a  long  struggle.  .  .  . 
Dissatisfaction  with  the  bill  is  still 
fairly  general,  and  it  is  almost  certain 
that  President  Hoover  is  considering 
appointment  of  a  special  tariff  board 
to  recommend  changes  under  the 
powers  of  limited  revision." 

"Orders  have  been  placed  by  the 
French  Line  for  the  building  of  a  new 
giant  Atlantic  liner  with  the  St.  Na- 
zaire  Shipbuilding  Works,  where  a 
slip  of  the  large  dimensions  required 
has  been  under  construction  for  some 
time.  The  new  liner  is  to  be  over 
60,000  tons  displacement  and  will  be 
991  feet  long  and  with  a  beam  of  110 
feet.  Her  turbines  will  produce 
120,000  horsepower  and  her  speed 
will  be  28  knots." 


Fifty  years  ago 

(From  the  issue  of  July  15,  1940) 
"I  cannot  believe  that  Hitler  will  out- 
do Napoleon.  Anyone  who  believes  in 
the  eternal  verities,  who  believes  that 
right  is  greater  than  might,  that  mercy 
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transcends  mercilessness,  cannot  but 
have  faith  that  Hitlerism  will  meet  its 
Waterloo.  .  .  .  Every  overvaulting  mil- 
itary conqueror,  from  dawn  of  history, 
from  Ghenghis  Khan  to  Napoleon, 
'has  had  his  day  and  ceased  to  be.' 
Since  all  their  attempts  at  dictatorial 
dominion  have  failed,  is  Adolph  Hit- 
ler remotely  likely  to  succeed?" 

—B.C.  Forbes 

"As  war  clouds  gather  over  the  Dutch 
East  Indies,  major  source  of  U.S.  tin, 
J. P.  Gill,  president  of  the  American 
Society  of  Metals,  sees  a  silver  lining 
for  every  tin  can  in  the  country.  Says 
he:  'The  additional  cost  of  plating 
containers  with  silver  instead  of  tin 
might  add  a  few  cents  to  the  price  of  a 
can  of  beans.  But  what  of  that?  We  can 
get  along  without  tin,  but  not  without 
cans.'  " 

Twenty-five  years  ago 

(From  the  issue  of  July  /5,  7965; 
"The  last  place  (investors  seeking 
growth  companies)  would  look  would 
be  auto  parts.  Yet  consider  this:  Gulf 
&.  Western  Industries  is  one  of  the 
fastest-growing  publicly  owned  com- 
panies in  America,  and  it's  in  the 
business  of  distributing  parts  for 
aging  autos.  'This  is  an  $8  billion  in- 
dustry,' says  G&W  Chairman  Charles 
G.  Bluhdom,  'but  it's  completely 
misunderstood.'  " 


Gulf  &  Western 's  Charlie  Bluhdom 


"More  and  more  corporations  are  rais- 
ing money  through  private  place- 
ments. Since  1953  these  placements 
have  soared  114%  to  $6.9  billion, 
while  the  amount  of  debt  floated  pub- 
licly has  actually  declined.  Through 
May  of  this  year,  private  placements 
were  running  close  to  40%  ahead  of 
last  year's  pace." 

Ten  years  ago 

(From  the  Lssue  of  July  21,  1980) 


I'ahlo  I'iaisso  's  "Acrolxit  Scut 
eel  With  Arytis  Crossed" 

"When  a  Picasso  went  for  $3  million 
at  auction  recently,  it  seemed  to  mc 
incredible.  And  even  after  seeing  that 
fabulous  retrospective  of  900  of  his 
works  organized  by  New  York's  Mu- 
seum of  Modern  Art  to  celebrate  its 
50th  anniversary,  I  still  find  that  price 
unreal."  — Malcolm  Forbes 

"This  year,  for  the  first  time,  foreign- 
ers touring  the  U.S.  will  outnumber 
Americans  touring  abroad.  The 
dropped  dollar  will  cut  our  vacation- 
ers abroad  to  8  million,  says  the  U.S. 
Travel  Service,  while,  as  a  result  of 
the  same  dropped  dollar,  8.2  million 
will  visit  here — not  including  Mexi- 
cans and  Canadians." 

"General  Motors,  already  the  auto- 
motive king  of  the  road,  will  become 
even  more  dominant  by  the  mid- 
1980s,  a  Wall  Street  auto  analyst  told 
the  Senate.  By  1985,  said  Paine  Web- 
ber's Maryann  Keller,  GM  will  be  'the 
only  auto  company  in  the  world  capa- 
ble of  building  a  full  range  of  cars  and 
trucks.' ...  As  for  Chrysler,  [she] 
thinks  a  tie-up  with  a  foreign  compa- 
ny might  save  it.  ..." 
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In  the  United  States  there  is 
more  room  where  nobody  is  than 
where  anybody  is.  That  is  what 
makes  America  what  it  is. 
Gertrude  Stein 


This  one  makes  a  net; 
This  one  stands  and  wishes. 
Would  you  like  to  bet 
Which  one  gets  the  fishes? 
Chinese  Rhyme 


Public  opinion  is  a 
weak  tyrant  compared  with 
our  own  private  opinion. 
Henry  David  Thoreau 


Conscience:  A  small,  still  voice 
that  makes  minority  reports. 
Franklin  P.  Adams 


It  is  pleasant  to  be  transferred 
from  an  office  where  one  is 
afraid  of  a  sergeant-major  into 
an  office  where  one  can 
intimidate  generals,  and  perhaps 
this  is  why  history  is  so 
attractive  to  the  more  timid 
among  us. 

E.M.  FORSTER 


Mysteries  are  not  necessarily 

miracles. 

Goethe 


Whenever  the  literary  German 
dives  into  a  sentence,  that 
is  the  last  you  are  going  to 
see  of  him  until  he  emerges  on 
the  other  side  of  his  Atlantic 
with  his  verb  in  his  mouth. 
Mark  Twain 


He  who  can  see  three  days 
ahead  will  be  rich  for 
three  thousand  years. 
Japanese  Proverb 


Artists  who  have  won  fame 
are  often  embarrassed  by  it; 
thus  their  first  works  are 
often  their  best. 
Ludwig  van  Beethoven 


Thoughts 

on  the  Business  of  Life 


If  you  don't  know  what  you  want 
to  do,  it's  harder  to  do  it. 

Keeping  score  of  old  scores 
and  scars,  getting  ei>en  and 
one-upping,  always  make  you 
less  than  you  are. 

If  you  've  had  a  good  time 
playing  the  game,  you  're  a 
winner  ei'en  if  you  lose. 

The  hardest  work  of  all: 
Doing  nothing 
Malcolm  Forbes 


I  hate  housework!  You  make 
the  bed,  you  do  the  dishes— 
and  six  months  later  you  have 
to  start  all  over  again. 
Joan  Rivers 


A  financier  is  a  pawnbroker 
with  imagination. 
A.W.  Pinero 


Most  people  are  quiet  in 
the  world,  and  live  in  it 
tentatively,  as  if  it  were 
not  their  own. 
E.L.  Doctorow 


Gray  hair  is  a  sign  of  age, 
not  wisdom. 
Greek  Proverb 


More  than  9,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  thiee- 
voliune  boxed  set  at  $49.50  ($19.50  per  vol- 
ume if  purchased  separately).  Also  avail- 
able, a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $19.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


The  English  are  no  nearer 
than  they  were  a  hundred 
years  ago  to  knowing  what 
Jefferson  really  meant  when 
he  said  that  God  had  created 
all  men  equal. 
G.K.  Chesterton 


God  sells  us  all  things 
at  the  price  of  labor. 
Leonardo  da  Vinci 


Every  blade  of  grass  has  its 
spot  on  earth  whence  it  draws 
its  life,  its  strength;  and 
so  is  man  rooted  to  the  land 
from  which  he  draws  his  faith 
together  with  his  life. 
Joseph  Conrad 


A  Text.  .  . 

Yea,  if  thou  criest  after 
knowledge,  and  liftest  up 
thy  voice  for  understanding; 
if  thou  seekest  her  as 
silver,  and  searchest  for 
her  as  for  hid  treasures: 
Then  shalt  thou  understand 
the  fear  of  the  Lord,  and 
find  the  knowledge  of  God. 
Proverbs  2:3-5 


Sent  in  by  Pauline  Roberts,  Lehi,  Utah. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


Men  never  cling  to  their 
dreams  with  such  tenacity  as 
at  the  moment  when  they  are 
losing  faith  in  them,  and 
know  it,  but  do  not  dare  yet 
to  confess  it  to  themselves. 
W.G.  Sumner 


If  somebody  tells  you 
you  have  ears  like  a 
donkey,  pay  no  attention. 
But  if  two  people  tell  you, 
buy  yourself  a  saddle. 
Sholem  Aleichem 
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The  Open  was  first  played 
on  the  links  of  the  club 
where  the  idea  for  it  originated: 
Scotland's  Prestwick. 

It  w^as  1860,  the  year 
Prestwick  s  members  put  up  30 
guineas  for  a  morocco  leather 
and  sterling  silver  challenge 
belt  to  be  claimed  by  the 
winner 

Scotsman  Willie  Park  cap- 
tured   the    title    and    the    prize    that 
inaugural  yean    He  was   one   of  only 
eight   golfers   w^ho   played 
three  rounds  over  the  twelve 
hole  course. 

From  such  modest 
beginnings    evolved    a 
tournament   that   became    not   only 
repository    of  golf  tradition,    but 
catalyst  for  mnovation  as  well. 

Tke  orujinal  Open  ChalUngi  Belt. 


Multiple-winner  Seve  Ballejtero.i  with  The  Open  Cup. 

The  British  Open. 

Many  hallo^ved  traditions, 

one  official  timepiece.  Rolex. 


Left  to  ri^bt:  Feather-jtuffed  "Feathery^' gutta-percha  "Gutty," 
tenjion-wound  rubber  "Ha.ikell,'  rubber-coreS  "Hojkell." 

The  now  universal  champl 
ship   format  of  lour   rounds  o 
eighteen  holes  had  its  origins 
at   the    1892    Open.    And   the 
precursor  of  the  modern  goll 
ball,  the  rubber-cored  Haskell, 
first  won  acceptance  at  the 
1902  match.  S^^V    ' 

Today,    though    the        ^A'^^^slf^*- 


Thi-  R,>y,il ,uu>  Aiuient  (i.i/t'L  'luh  ,'/Sl.  .Ulm,::  .ul,-  4lh,-  I'W Hnli.<h  O/vn. 

challenge  belt  has  long  since  been  re- 
placed by  a  cup,  other  Open  traditions 
\X      endure.  As  always,  the  cham- 
^'^^"^i.^J^    pionship  is  still  contested 
?sO^  >        under   the    challenging 


conditions   ol    a    seaside 
course. 

And  there's  the  long- 
standing custom  that  appoints 
Rolex    the    tournament 
timekeeper    Yet    another 
official  recognition  of 
its  legendary  stamina,  'UJL' 
accuracy  and  style.    OQxpiv 


Oy^iter  Perpelital  Datejiuit  in  18kt  gold  with  Tiger  Eye  dial  am)  .Jubilee  bracelet. 
Write  for  brochure.  Rolex  Watch  U.S.A.,  Inc.,  Depl.  870,  Rolex  BuiUhng.  665  Fifth  Avenue.  Neu-  York,  New  York  10022-5383. 

©  1990  Rolex  Watch  U.S.A.,  Inc. 


Rolex.  Oyster  Perpetual.  Oatejust  and  Jubilee  are  trademarks 
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''Ifs  always  better  , 

to  negotiate  from  ^ 

a  position  of  power"  ,• 

In  the  conference  room  or  on  the  highway.      ; 
the  more  support  you  have  behind  you,  the  more     | 
moves  \ou  can  make  with  absolute  confidence. 
That's  the  whole  idea  of  the  e.xtra  powerfid  156-hp 
four-cam.  24-valve  Camiy  V6  engine.  Designed     I 
to  deliver  that  e.xtra  boost  in  passing,  climbing  or     \ 
towing  power,  it  gives  you  the  advantage  in  chal- 
lenging transactions  on  the  road.  Yet  it  provides 
\ouwith  roomv  comfort  you  can  appreciate  even 
at  xour  quickest  executive  pace.  The  1990  Toyota 
CamryV 6.  A  dynamo  for  a  dynamo. 

''Toyota,  I  love  what  you  do  for  mer  • 


^='=^.TOWTA£:^- 


Call  1  800-GG-TOYOTA  for  more  information  and  the  location  of  your  near. 


St  dealer  Get  More  From  Life . . .  Buc' 


©  1989  Toyota  Motor  Sales,  U.S.A..  Inc. 


GORDON  GETTT      TO  INVESTING  ABROAD 
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leasers,  too. 


Home  sweet  home.  There's  no  better  place  in  the  world.  And  Hitachi  consumer  electronic  products  make  any  household  all 
the  more  pleasurable.  One  outstanding  example:  Our  CU5002K  Ultravision  Super  Projection  TV  Its  credits  include  a  dual  focus- 
ing system.  850-line  horizontal  resolution.  And  3-way  surround  sound.  Picture  quality  is  stunning.  Perhaps  the  best  you've 
ever  seen.  Consumer  electronics  are  only  one  way  we  bring  people  together  We're  involved  in 
a  mynad  of  fields.  From  industry  and  science  to  computers.  Hitachi.  We're  a  people  company. 


0  HITACHI 


Hitachi  Sales  Corp.  of  America  401  West  Arlesia  Blvd..  Compton,  CA  90220  Phone:  (213)  537  8383 
Hitachi  Sales  Corp.  of  Hawaii,  Inc.  3219  Koapaka  Street.  Honolulu.  Hawaii  96819  Phone  (808)  836  3621 

Simulated  TV  pclure 


I 


Precision  investment 


A  precision  investment  casting,  produced  by  Fansteel-Escast,  is 

an  essential  component  of  the  Marrotta  Explosion  Supression  System, 

used  in  the  turret  of  the  U.S.  Army's  Abrams  Ml  Tanks.  A  solenoid 

activated  valve  provides  the  millisecond  response  time  required  to 

chemically  suppress  the  explosive  conflagration  of 

volatile  gases  and  liquids. 

Escast  employs  a  proven  technique  called  investment  casting  to 

produce  quality  parts  such  as  the  one  featured.  A  heat  disposable 

pattern. is  invested  or  surrounded  with  ceramic  material  to  form 

a  ceramic  shell  casting  mold.  The  result:  Dimensionally,  mechanically, 

and  metallurgically  precise  parts  produced  quickly  and  economically. 

Fansteel-Escast,  one  more  reason  why  it  will  pay  you  ^ 
to  know  more  about  us. 


[Fansteel 


An  integrated  producer  of  aircraft/aerospace, 
metalworking  and  energy-related  products. 

FANSTEEL  INC.  •  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (708)  689-4900 
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A  Century  Ago,  Vanden  PL 
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A  truly  distinguished  luxury  automobile  must  have 
an  equally  distinguished  heritage.  A  case  in  point: 
the  1990  Jaguar  Vanden  Plas. 

Our  most  elegant  sedan  not  only  has  the  perform- 
ance and  refinement  of  Jaguar,  it  also  bears  the  mark  of 
Vanden  Plas.  More  than  one  hundred  years  ago,  this 
prestigious  European  builder  created  some  of  the  finest 
coaches  and  carriages  in  the  world. 

A  BLENDING 


Inside  the  Jaguar  Vanden  Plas,  you  will  find  a 
senger  compartment  reminiscent  of  elegant  coac 
Hand-finished,  burl  walnut  graces  the  doors,  fascia 
fold-down  rear  picnic  tables.  The  contoured  lea 
seating  is  stitched  in  a  classic  five-flute  design  and  h 
rious,  fleecelike  rugs  rest  on  deep-pile  carpeting  ir 
passenger  footwells. 

To  the  regal  beauty  of  a  classic  era,  the  1990  Jaj 
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VasThe  Most  Civilizec. 


i  en  Plas  adds  a  host  of  advanced  amenities:  comput- 

achi  climate  control,  an  80-watt  six-speaker  sound 
m,  heated  front  seats  that  adjust  electrically,  as 

lealis  high-intensity  reading  lamps  and  additional  ven- 

Jli)  )n  controls  for  rear-seat  passengers, 
bu'll  also  find  thoroughly  modern  performance, 
:s  to  Jaguars  larger,  more  powerful  4-liter  engine, 

]a|i  to  an  electronically  controlled  automatic  trans- 


'  A     C     H     I     N     E 


mission  that  features  "sport"  and  "normal"  shift  capabili- 
ties. A  limited-slip  differential  improves  traction  under 
all  conditions. 

We  invite  you  to  test  drive  the  1990  Jaguar  Vanden 
Plas.  For  your  nearest  dealer,  call  1-800-4-JAGUAR.  A 
few  quick  moments  in  our  remarkable  sedan  is  the  best 
way  to  appreciate  the  timeless  elegance  that  is  Vanden 
Plas,  and  the  refined  performance  that  is  Jaguar. 
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The  Wizard  electronic  organizer  from  Sharp  never 
forgets  a  name.  Never  misses  a  date.  And  makes  short 
work  of  jobs  that  it's  only  human  to  postpone. 

And  with  a  growing  library  of  optional  software  cards,  it 
handles  tasks  most  people  find  difficult  or  impossible. 

The  Wizard  can  tell  you  where  to  stay  in  cities  you've  never 
visited.  It  can  track  your  expenses,  translate  eight  languages, 
and  help  you  manage  your  money,  it  can  even  play  games. 
There's  a  PC  Link  to  keep  your  Wizard  in  constant  touch 
with  IBM"*  PC-compatible  or  Macintosh"  personal  computers. 
Yet  despite  all  this  power,  it's  humanly 
possible  to  master  Wizard  software  quickly. 
Because  these  new  programs  are  as  easy  to 
use  as  The  Wizard  itself. 

To  find  out  where  to  see  Wizard  software  in 
action,  call  1-800-321-8877. 
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Pay  or  die,  you  LBO  artists. 


The  revenge  of  the  nerds 

The  market  is  taking 
fierce  revenge  against 
Wall  Street's  leverage  art- 
ists on  behalf  of  all  those 
hapless  folk  who  bought 
their  original  issue  junk 
bonds.  The  avengers  are 
called  bondmailers.  They 
use  threats  and  the  courts 
to  force  overleveraged 
companies  to  give  their 
junkholders  a  better 
break.  Leverage  artists  de- 
spise the  bondmailers. 
Look  at  wfhat  they  did  to 
poor  Henry  Kravis  and  his 
LBO  partners.   Facing  the 

certainty  of   lawsuits   by      

bondmailers,  Kravis — who  took  over  rjr  on  a  shoestring  of 
equity  capital — has  had  to  cough  up  billions  in  additional  equity 
and  retire  some  junk  at  par. 

In  our  cover  story,  Matthew  Schifrin  visits  with  some  of  the 
leading  bondmailers  and  describes  how  they  are  improving  the 
odds  in  favor  of  junkholders  at  a  time  when  many  leveraged 
deals  arc  falling  apart.  While  most  of  the  media  are  still  hung  up 
on  the  collapse  of  the  junk  market,  Forbes  is  covering  the  next 
phase  of  the  saga.  "Pay  up  ...  or  else"  starts  on  page  74. 

Ban  the  hormone,  cut  down  a  rain  forest 

In  his  regular  column  on  science  and  technology  (page  108), 
Peter  Huber  lays  out  this  curious  pair  of  facts:  ( I )  Some  environ- 
mentalists are  seeking  to  ban  a  hormone  that  makes  cows  more 
efficient  at  producing  milk.  (2)  Millions  of  acres  of  rain  forest  are 
cleared  every  year  to  make  room  for  more  cows.  Fie  asks: 
Wouldn't  it  make  environmental  sense  to  create  more  efficient 
cows  so  the  need  for  extra  pastureland  would  be  diminished? 
But  environmental  extremists  hate  logical  questions  as  much  as 
they  hate  technology. 

Reshuffling  the  Soviet  deck 

Some  people  thought  we  sounded  pretty  farfetched  when  our 
cover  story  Feb.  19  predicted  Russia  would  quit  the  present 
Soviet  Union,  which  would  then  re-form  as  a  looser  federation. 
That  has  partly  come  to  pass.  Boris  Yeltsin  proclaimed  the 
sovereignty  of  Russia's  laws  over  the  Union's;  the  Ukraine  and 
Uzbekistan  have  made  similar  moves.  Our  article  was  written 
by  Vladimir  Kvint,  41,  a  Siberian  economist  who  is  currently 
lecturing  at  Fordham  University  in  New  York  and  doing  con- 
sulting work.  What  does  Kvint  see  now?  "The  most  influential 
figure  is  not  Gorbachev  but  Yeltsin,"  he  says,  and  adds,  "Ameri- 
can companies  must  now  consider  the  different  policies  of  the 
new  governments  of  each  of  the  republics."  Fie  says  Siberia  and 
the  Soviet  Far  East  are  currently  politically  stable  and  thus  the 
safest  and  most  fertile  fields  for  foreign  investment. 
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Survivor  on  34tli  Street 


Tight  ship  in  a  tough  market    ""'    ••'"'('•' 

Rumors  began  floating  earlier  this 
year  that  R.H.  Macy,  with  $4  bil- 
lion in  long-term  debt,  might  be  insol- 
vent. The  rumors  are  premature. 

As  Forbes  reported  back  in  May 
1989,  the  retailer  is  a  well-managed 
leveraged  buyout  that  can  weather 
most  disasters.  Macy's  annual  cash 
flow  as  a  percentage  of  long-term  debt 
is  a  healthy  18%-plus;  Campeau 
Corp.'s,  by  contrast,  is  just  under  8%. 

That  doesn't  mean  Macy  is  im- 
mune to  the  current  retailing  down- 
turn. Last  year  overconfident  Macy 
buyers  ordered  too  much  merchan- 
dise just  as  the  Campeau  retailing  em- 
pire ran  into  its  much-publicized  cash 
flow  problems.  When  Campeau's 
stores — including  Bloomingdale's, 
Abraham  &.  Straus  and  Jordan 
Marsh — ran  huge  sales  to  raise  cash, 
Macy  had  to  match  the  promotions. 
Result:  a  disastrous  1989  Christmas 
season.  Earnings  fell  almost  50% . 

The  ground  shook  again  in  April, 
when  Ames  Department  Stores  filed 
for  bankruptcy  protection  on  the 
heels  of  Campeau's  Chapter  1 1  filing. 
Worried  factoring  companies  began 
tightening  up  on  credit  to  Macy  ven- 
dors. Macy  executives,  in  an  unusual 
move,  quickly  met  with  the  factors 
and  showed  them  detailed  informa- 
tion on  past  performance  and  future 
plans.  The  factors  apparently  walked 
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away  convinced. 

Despite  problems  at  Christmas, 
Macy  ended  its  fiscal  year  last  month 
with  almost  $150  million  more  cash 
than  it  needed  to  meet  its  $600  mil- 
lion in  annual  cash  interest  pay- 
ments. With  tighter  controls,  Macy 
will  enter  the  1990  Christmas  season 
with  $350  million  less  inventory. 
That  should  translate  into  fewer 
markdowns  and  higher  margins.  If 
not  a  miracle  on  34th  Street,  at  least 
Macy  is  soundly  managing  its  cash 
tl(nv — Subrata  N.  Chakravarty 

Adam  Smith  in  orbit 

TIhe  free  market  is  about  to  meet  the 
final  frontier.  Under  a  ruling  ex- 
pected to  come  from  the  Bush  White 
House  soon,  foreign  satellite-launch- 
ing outfits  will  be  allowed  to  send 
U.S. -made  satellites  into  space. 
That's  bad  news  for  General  Dynam- 
ics, Martin  Marietta  and  McDonnell 
Douglas.  These  three  companies  have 
invested  a  total  of  more  than  $1  bil- 
lion in  rocket-launching  equipment 
and  technology.  But  as  Forbes  point- 
ed out  in  May,  their  launch  fees  are  as 
much  as  double  those  charged  by  their 
heavily  subsidized  Soviet  and  Chi- 
nese rivals. 

Companies  that  manufacture  and 
buy  the  satellites,  however,  are  de- 
lighted because  costs  will  almost  cer- 
tainly decrease.  Says  one  satellite 
maker,  C.J.  Waylan,  president  of  gte's 
Spacenet  imit:  "Welcome  to  global 
competition." 

Does  the  new  ruling  mean  that  the 
Chinese  and  the  Soviets  will  derive 
some  military  advantage  by  seeing 
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A  defeat  for  General  Dyruwiits 


U.S.  satellites  close  up?  Not  necessar- 
ily. The  White  House  decision  will 
allow  United  Technologies  to  help  set 
up  a  commercial  launching  base  in 
Australia,  and  that  base  is  likely  tc 
use  inexpensive  Soviet  rockets.  Says 
one  U.S.  intelligence  source,  "They'll] 
get  a  closer  look  at  our  satellites,  but 
we'll  get  a  closer  look  at  their  rocketsj 
which  are  quite  advanced." 

A  bad  taste 

It  looks  like  Sant  Chatwal,  founder 
of  the  New  York-based  Indian  food 
chain  Bombay  Palace  Restaurants, 
was  cooking  Bombay's  books  along 
with  his  tandoori  chicken.  Chatwal  I 
was  the  subject  first  of  a  glowing 
Forbes  article  and  later  of  a  not-so-  \ 
glowing  one.  In  May  the  Securities  .!^ 


Were  Sant  Chatwal's  books  too  spicy? 

Exchange  Commission  charged 
Chatwal  with  misappropriating  funds 
from  the  Beefsteak  Charlie's  restau- 
rant chain,  which  Bombay  Palace  had 
acquired  for  $6.5  million  back  in  Sep- 
tember 1987.  Chatwal  was  also 
charged  with  doctoring  the  books  to 
conceal  the  violation  from  his  auditors. 

Chatwal,  44,  immediately  settled  1] 
with  the  sec,  neither  admitting  nor 
denying  guilt  but  accepting  a  perma- 
nent injunction  barring  him  from  fu- 
ture violations  of  securities  laws. 
"These  things  are  behind  us  and  we 
are  moving  forward,  "  he  says. 

Bombay  Palace's  stock?  Straight 
down.  It  was  over  $8  a  share  when  the 
first  Forbes  article  appeared  and  had 
dropped  to  below  $3  a  share  when  the 
second  was  published.  Today  the 
shares  trade  in  the  pink  sheets  at  5 
cents  each. 


FORBES,  AUGUST  6,  1990 


WHERE 


^  ever  yearlings  race  the  wind,  yearly 


auctions  raise  excitement.  Novy  sometimes, 


PEOPLE 


are 


on  the  road  when  the  horse  they  want  is  on  the 


block.  Fortunately  Centel,  with  telephone  and  cellular  commu- 


nications systems,  helps  them  u  U  lu  Iv  L  b  I  with  where  they 


are  going  before  what  they're  going  after  is 


gone. 


©  1990  Centel  Cwpaation 


CENTEL 


TELEPHONE  ♦  CELLULAR  COMMUNICATIONS 

Fof  more  Information,  write  Centel  Corporation,  Dept.  A,  8725  Higgins  Road,  Chicago,  IL  60631. 
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Our  new  one-ton  C/K  Chassis-Cab:  sfra  „ 
operating  advantages  of  pur  advanced  full-size  ^ 
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on  our  trucks.  Thafs  Wi 
we  called (jf^evrolet'' 
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TODAY'S  FLEET  COMPANY  IS  CHEVROLET 


Do  business  with  Chevrolet  Fleet  Sales  and  you 
work  with  the  biggest  fleet  sales  and  service  support  team 
in  the  business. 

We  have  over  twice  the  trained  fleet  manpower  in  the 
field  than  Ford.  We  have  an  800 -number  hot  line  to  call 
for  help.  And,  unlike  Ford,  we  have  a  service  organization 
just  for  fleet.  So  you  deal  with  people  who  are  100% 
devoted  to  your  needs.  Rather  than  50/50. 

Call  Chevrolet  Fleet  Sales,  1-800-248-2897.  Cars  or 
trucks,  sales  or  service,  nobody  offers  you  more  than  we  do. 


Chevrolet  and  the  Chevrolet  emblem  are  registered  trademarks  and  Chevy  is  a  trademark  of  the  CM  Corp.  ©1989  CM  Corp. 
All  Rights  Reserved.     Let's  get  it  together. . .  buckle  up. 


Peter  Cohen:  the  real  deal 

Those  eye-opening  newspaper  reports 
pegging  the  value  of  Peter  Cohen's 
severance  agreement  with  Shearson 
Lehman  Hutton  at  $10  million  or 
more  were  grossly  exaggerated,  ac- 
cording to  Shearson's  just  released 
proxy  statement.  The  proxy  shows  a 
clearly  defined  severance  payment  of 
$2.5  million.  But  credited  against  this 
is  a  $2.4  million  loan  Cohen  had  tak- 
en to  buy  company  stock.  And  since 
he  must  pay  income  taxes  on  the  orig- 
inal $2.5  million,  it  looks  like  Cohen 
had  to  write  Shearson  a  check  for  sev- 
eral hundred  thousand  dollars  on  that 
part  of  the  "package." 

The  deal  did  let  Cohen  walk  away 
with  some  340,650  shares  of  Shear- 
son,  worth  about  $5  million  at  current 
prices.  But  Cohen  paid  a  total  of  $8.1 
million  for  290,650  of  those  shares 
(the  other  50,000  shares  were  frcc- 
bies).  So  his  stock  investment  is  now 
$3  million  underwater. 

And  aside  from  that,  all  the  sever- 
ance deal  contained  was  an  admitted- 
ly generous  resettlement  payment:  a 
maximum  $420,000  to  rent  and  fur- 
nish new  office  space  for  up  to  14 
months.  Cohen  did,  of  course,  leave 
with  some  other  odds  and  ends.  He 
sold  his  interests  in  the  two  Shearson 
private  investment  partnerships  he 
was  involved  in  for  their  current  but 
undisclosed  value.  And  he  still  holds 
options  on  $7.3  million  worth  of 
shares  in  Shearson's  parent,  American 
Express.  But  the  options  and  private 
partnership  interests  were  not  part  of 
that  much-remarked-upon  severance 
package.  Which  turns  out  to  be  not  so 
eye-opening  after  all. 

Boeing,  Boeing,  gone 

Boeing  is  finally  getting  rid  of  its 
moneylosing  investment  in  De  Havil- 
land  of  Canada,  the  commuter-plane 
maker  based  in  Downsview,  Ont. 
Boeing  has  quietly  signed  off  on  the 
$200  million  sale  to  atr,  the  Europe- 


.  I«  kiilh  IkiKli 


an  commuter  aircraft  partnership 
owned  by  Aerospatiale  of  France  and 
Aeritalia  of  Italy. 

Why  did  the  Europeans  pay  so  much 
for  an  operation  that  has  cost  Boeing  an 
estimated  $150  million  a  year  in  oper- 
ating losses?  Boeing  tacitly  threatened 
to  sell  the  Canadian  operation  either  to 
the  Japanese  (apparently  Mitsubishi 
Heavy  Industries)  or  to  South  Korea's 
Samsung,  already  a  subcontractor  to 
De  Havilland.  But  the  last  thing  the 
Europeans  need  is  another  well-heeled 
competitor  in  the  overcrowded  com- 
muter-airliner market,  where  most 
manufacturers  survive  only  with  sub- 
sidies from  their  governments. 

Boeing  got  into  this  business  think- 
ing that  Its  engineering  prowess  cou- 
pled with  De  Havilland's  good  aircraft 
designs  would  produce  moneymak- 
ers. Despite  a  total  investment  of 
around  $400  million,  however,  that 
never  happened. — Howard  Banks 

For  whom  the  roads  toll 

U.S.  Secretary  of  Transportation  Sam- 
uel Skinner,  on  a  recent  visit  to  Hous- 
ton, called  its  new  50-mile  toll  road 
system  "a  model  for  the  rest  of  the 
nation."  If  so,  look  out.  The  two-year- 
old,  two-road  system,  operated  by  the 
Harris  County  Tollroad  Authority,  is 
already  facing  an  annual  deficit  of  $20 
million  for  the  next  decade.   Since 

# 


Harris  County  guaranteed  the  debt  to| 
secure  a  lower  interest  rate,  that  tab 
will  be  picked  up  through  the  county 
property  tax. 

Voters  approved  $900  million  of 
bonds  in  1983  to  build  the  highways 
only  after  local  politicians  vowed  that 
the  roads  would  be  totally  self-sup- 
porting from  user  fees.  But  ridership 
projections  made  during  the  state's 
boom  years  were  far  too  high  by  the 
time  the  roads  opened. 

Secretary  Skinner's  enthusiasm  was 
apparently  stoked  by  the  absence  of  any 
federal  funds  in  the  construction  pro- 
cess. But  these  roads  will  take  their  toll 
on  Houston  taxpayers,  one  way  or  an- 
other.— William  P.  Barrett  /b^'^ 

The  Big  Board's 
tech  wars 


De  Havilland's  Dash  8  commuter  plane 
Not  made  in  Japan  or  Korea  .  .  .  yet. 
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Several  months  ago  Congress'  Office 
of  Technology  Assessment  had  the 
exchanges  steaming.  The  Capitol  Hill 
watchdog  released  a  draft  version  of 
its  findings,  an  anguishingly  detailed 
description  of  the  antiquated,  ineffi- 
cient and  costly  state  of  the  American 
stock,  futures  and  options  markets.  It 
warned  that  continued  resistance  to 
technological  change — mainly  the 
broader  use  of  computerized  trading — 
and  the  demands  of  new  products 
such  as  index  arbitrage  and  basket 
trading  could  leave  the  U.S.  way  be- 
hind more  efficient  global  traders. 
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officials  at  the  New  York  Stock 
Exchange  screamed  that  the  ota  re- 
port was  riddled  with  errors  and  was, 
in  general,  a  pretty  lousy  job.  But  hav- 
ing just  seen  the  still-to-be-released 
re-draft,  we  doubt  the  folks  at  the  Big 
Board  will  be  any  happier  with  the 
new  version. 

Once  again,  the  report  describes  the 
decline  of  the  primary  U.S.  securities 
exchanges,  a  result  of  large  and  small 
investors'  "growing  dissatisfaction 
with  the  quality  and  cost  of  exchange 
trading."  The  report  also  warns  that 
the  archaic  specialist  system  is  not 
equal  to  the  rigors  of  modem-day 
trading. 

The  original  ota  draft  bluntly 
called  for  a  consolidation  of  the  Secu- 
rities &  Exchange  Commission  with 
the  Commodities  Futures  Trading 
Commission  into  one  superagency, 
since  program  trading  and  the  like 
have  inextricably  linked  the  futures 
and  equities  markets.  Although  it  is 
somewhat  more  politic,  the  new  ota 
draft  again  appears  to  suggest  a 
combined  agency.  That  isn't  likely 
to  please  the  futures  exchanges, 
either. — Richard  L.  Stern 

Thanks,  tiut  no  thanks 

Aside  from  entrenching  inept  man- 
agement at  lazy  local  companies,  the 
antitakeover  law  enacted  by  Pennsyl- 
vania this  spring  has  had  another  nox- 
ious side  effect:  a  one-time  hit  that's 
knocked  2%  to  3%  off  the  stock  mar- 
ket value  of  Pennsylvania-based  com- 
panies. The  bill  forced  Kenneth 
Mertz,  chief  investment  officer  at 
Pennsylvania's  State  Employes'  Re- 
tirement System,  to  declare  he  would 
have  to  consider  dumping  the  Penn- 
sylvania-based companies  from  his 
state  pension  portfolio. 

Such  clearheaded  fiduciary  respon- 
sibility did  not  sit  well  with  the  state 
legislature.  Just  before  the  summer 
recess,  several  local  lawmakers  intro- 
duced a  resolution  demanding  a 
"thorough  review"  of  the  pension 
funds'  investment  policies.  No  action 
is  expected  before  the  legislature  re- 
convenes in  September,  and  lead  co- 
sponsor  Representative  Fred  Taylor 
was  not  available  for  comment. 

It  might  interest  Representative 
Taylor  to  know  that  several  of  Penn- 
sylvania's major  corporations  have  al- 
ready rebuffed  the  legislature's  at- 
tempt to  protect  them  from  take- 
overs. The  state  law  has  a  provision 
that  allows  any  company  to  exclude 
itself  from  all  or  part  of  the  law's 
provisions.  More  than  a  dozen  corpo- 
rate citizens,  including  Westing- 
house,  PNC,  Landmark  Savings  and 
Rorer,  have  done  so. 
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STABLE  $1  SHARE  PRICE 


Fidelity  Tax-Free 
Money  Market! 

Our  federally  tax-free  money  market  fund,  Fidelity  Tax- 
Exempt  Money  Market  Trust,  seeks  liigh  current  income  free 
from  federal  income  taxes.  The  fund  also  offers  you: 

•  Stability  of  principal      •  Free  checkwriting 

•  Low  $5,000  minimum    •  24-h()ur  toll-free  service 

If  you're  in  a  higher  tax  bracket,  it  may  be  time  to  consider 
Fidelity  Tax-Exempt  Money  Market  Trust.  Call  today  for  more 
information! 


1-800-544-8888  24  Hours 


Fidelity  Tax-Exempt  Money  Market  Trust.  For  more  compktt 

information,  including  management  fees  and  expenses,  call  or  write  tor  a  free  pro- 
spectus. Read  it  carerulK  before  vou  invest  or  send  monev.  Fidelity  Distributors 
Corporation  (General  Distribution  Agent),  P.O.  Box  660(i()3,  Dallis,  TX  75266-0603. 
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Investments  ® 

CODE:  fORB/TEM/080690 
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OVER  40? 

UNEMPLOYED? 

IT'S  NO  TIME  TO 

GO  IT  ALONE! 

No  one  knows  this  better 
than  Forty  Plus.  We  are  a 
non-profit,  self-help  out- 
placement cooperative. 
We  train  managers  and 
professionals  in  job  hunt- 
ing skills  in  our  computer 
supported  offices.  Our 
fee  is  much  less  than 
most  outplacement 
firms.  Don't  delay  learn- 
ing the  skills  you  need  to 
find  the  job  you  want. 

40-PLUS  of  NY 

15  Park  Row,  New  York  10038 
(212)233-6086 

Founded  in  1939. 
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Readers  Say 


Et  tu,  FDR? 

Sir:  Your  Fact  and  Comment  (June  25) 
on  how  to  simplify  the  tax  code  re- 
minded me  of  the  difficulty  President 
Franklin  Roosevelt  had  in  preparing 
his  tax  returns.  In  a  letter  dated  1943 
to  his  banker,  he  wrote:  "...  in  view 
of  the  extraordinary  difficulties  raised 
by  the  recent  'pay-as-you-go'  tax  law,  I 
thmk  I  will  ask  you  to  do  what  you 
did  for  my  mother  in  the  way  of  mak- 
ing out  my  tax  returns.  I  have  always 
done  this  personally,  with  few  com- 
plications, ever  since  the  income  tax 
was  invented,  but  I  do  not  believe  that 
I  have  the  time  to  go  into  the  new 
complexities  with  any  assurance  of 
correctness." 
— -fcinii's  /•'  Ruddy 
Vice  President 
The  Manuscript  Society 
Ramho  Minim'.  Oi/if 


Save  the  unions 

Sir:  Your  article  "Level  playing 
field ?"(////;c^J5>  glossed  over  the  truly 
significant  features  of  credit  unions — 
membership.  Most  credit  unions  are 
profitable,  but  the  profits  flow  back  to 
the  members,  not  to  equity  stock- 
holders, as  in  a  bank.  Banks  have 
looked  with  disdain,  perhaps  even 
contempt,  at  individual  customers. 
— Refer  L  Rointer 
Chainnan 

Wright-Ratt  Credit  Union 
Rairhorn,  Ohio 

Sir:   Are   credit   unions  a  threat   to 

banks   when    total   assets    of   credit 

unions  are  less  than  5%  of  banks'? 

— William  A.  Goldsmith 

Rresident 

Rose  Securities  Corp. 

Carlsbad,  Calif. 

Sir:  Do  the  banks  want  a  level  playing 
field  or  do  they  instead  wish  the  field 
to  themselves? 
— Richard  G.  Fowler 
Carpentersville,  III. 


Blackmail  in  the  U.S.S.R. 

Sir:  Re  your  various  Fact  and  Com- 
ments on  the  Soviet  Union.  Gorba- 
chev is  a  heck  of  a  salesman, .  but 
when  he  said  of  foreign  investment, 
"Those  who  stand  in  the  sidelines  .  .  . 
will  remain  observers  for  years.  We 


will  make  sure  that  that  is  so,"  he 
revealed  a  serious  misunderstanding' 
of  the  market  economy.  Gorbachev 
proposes  to  coerce  investment  today 
by  withholding  access  tomorrow. 
He's  missed  the  point.  No  access,  no 
market  economy. 
— Robert  Hale 
Bellerue.  Wash. 


Fear  and  greed 


BOW  BROOES  BBornniS  WHT  GOSBACBEV 

THE  nXT  KEEPS  STRDOOLUIG  IS  SPUntGHIG 

SOUTB  KOKEAT  WTTB  CHANGE  ON  SDBMABIHES 


Forbes 
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Sir:  Re  "The  gospel  according  to  Knut 
WickseH"(////)'9/  Using  financial  mar- 
kets as  a  rational  foundation  for  setting 
fiscal  policy  is  an  oxymoron.  Our  mar- 
kets, at  least  in  the  short  term,  are 
dominated  not  by  the  balance  of  supply 
and  demand  but  by  the  balance  of  fear 
and  greed.  This  creates  excesses  that 
are  anything  but  rational. 
— Raul  Van  Camp 
Cardiff,  Calif. 


California  stealing 

Sir:  Re  "The  pension  snatchers"  (June 
25).  What  Forbes  didn't  say  is  that 
California  cheats  retirees  who  move 
away  by  taxing  pension  income  based 
upon  their  total  income.  It's  called 
taxation  without  representation. 
—R.D.  Bach 
Kailua-Koiia.  Ikiicaii 
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Don't  quote  him 

Sir:  I  wish  Forbes,  as  well  as  the  rest 
of  the  financial  community,  would 
stop  interviewing  Charles  Allmon, 
who  runs  the  Growth  Stock  Outlook 
Trust  ("Identity  cris,is,"  June  25]-  Hislfiot^ 
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reputation  is  tarnished  by  his  dismal 
performance  and  the  high  expense  ra- 
tio of  his  closed-end  mutual  fund. 
—Donald  Westphal 
San  Francisco,  Calif. 


Blowin'  in  the  wind 

Sir:  Your  article  "Let  the  ill  winds 
blow"  (June  11)  was  factual,  except 
that  Crawford  &  Co.  does  not  go  out 
with  the  goal  in  mind  of  discounting 
an  insured's  claim. 
— F.L  Minix 
Chairman 
Crawford  &  Co. 
Atlanta,  Ga. 

Sir:  Ever  since  our  workers  compen- 
sation insurer  turned  our  account 
over  to  Crawford  &  Co.  we  have  been 
in  a  constant  battle  with  them  to  ap- 

'   prove    and    pay    even    the    smallest 

i   claims.     It     seems     Crawford     has 

\  achieved  cutting  costs  by  not  paying 
legitimate    claims    until    threatened 

'  with  collection  proceedings. 

j  — Barbara  MacDonald 

I  F.  Diehl  &  Son,  Inc. 

'  Wellesley.  Mass 


Smoke  screen 

Sir:  In  your  story  on  small  investors 
and  small  stocks  ("In  the  shadows," 
June  25)  you  set  a  minimum  $5  share 
price  as  a  parameter  in  your  comput- 
erized screening  process.  The  most 
important  point  to  consider  is  market 
value,  not  share  price. 
— Gordon  T.  Anderson 
Senior  Editor 
Individual  Investor 
New  York,  N.Y. 


BuUshort 

Sir:  Re  your  Informer  item  on  AXifkE's 
stock  rise  (July  9).  For  a  stock  to  be 
shorted  50%  of  the  float  is  very  bull- 
ish. After  all,  those  2  million  shares 
.still  have  to  be  bought  back. 
— Bruce  Rosen 
Smithtown,  N.Y. 


Nbfoir 

Sir:  Re  "Do-it-yourself  iras"  (June 
25).  The  government  discriminates, 
since  pension  and  profit  sharing  plans 
2an  use  the  Treasury  direct  program 
but  IRAS  have  to  pay  commissions. 


His 


■;st 
■4 

^^V^Elliott  Adler 


3oca  Raton,  Fla. 
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Pearlcorder"  S811  Microcassette " 
Recorder  with  the  enhanced  ease 
of  single-shde  switch  operation. 

Iters.  Memos.  Conference  reports. 

atever  your  dictating  needs,  the 
lympus  Pearlcorder  S811  fulfills  them 
simply,  efficiently. 

Operated  by  a  single-slide  switch, 
the  S811  moves  from  record  to  playback 
as  nimbly  as  your  mind.  No  fumbling  for 
buttons.  No  breaking  your  train  of  thought. 

With  professional  features  such  as 
electronic  indexing,  when  integrated  with 
the  Pearlcorder  TlOO 
Transcriber,  the  8811 
brings  greater  speed 
and  productivity  to 
your  business. 

Pearlcorder  recorders  and  transcribers. 
When  it  comes  to  designing  state-of-the- 
art  dictating  equipment,  Olympus  has  it 
down  to  the  letter 

For  information  on  the  S81 1,  or  any  of 
our  Microcassette  "Thought  Processors," 
call  toll-free  1-800-221-3000,  Ext.  51. 

Olympus  Corporation 
Woodbury,  NY  11797-9970 

OLYMPUS 

Pearlcorder 

MICROCASSETTE 
RECORDERS  AND 
*\  TRANSCRIBERS 
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Since  Dreyfus 

Worldwide  began,  it 

has  offered,  cumulatively, 

the  highest  yield  of  any 

money  market  fundT 

The  Special  Offer  and  monthly 

compounding  provide  you  with  this 

especially  high  yield. 

And  that's  good  news  if  you  want  to  earn  more 
on  your  money  today— without  locking  it  up. 


Dreyfus  Special  Offer 

For  a  period  of  time,  the  usual  management  fee 
is  being  waived.  Call  for  details! 


For  more  complete  information,  including  management  fee,  charges  and  expenses, 
obtain  a  Prospectus  by  calling  toll-free.  Read  it  carefully  before  you  invest  or  send  money 


©1 


1-800-782-6620 

Ask  for  Extension  2482 

^reyfuS  Worldwide  Dollar 

P.O.  Box  3498,  Camden,  Nj  08101     Moncy  Market  Fund,  Inc. 

'Source:  IBC/Donoghue's  Money  Fund  Report  for  the  period  2/23/89  through  6/30/90.  Reflects 
the  absorption  of  certain  Fund  expenses  which  may  be  terminated.  During  the  prior  month  a 
fund,  and  for  other  shorter  periods  a  few  money  market  funds,  have  occasionally  had  higher 
yields.  Yield  fluctuates.  Past  performance  is  no  guarantee  of  future  results.       '  047 — 009 
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Only  the  rarest  diamond  survives 
the  hazardous  journey  from  the  dep 
of  the  earth  to  the  earths  surface. 

About  250  tons  of  ore  must  be 
mined  to  produce  a  one-carat  polish 
diamond  of  gem  quality 

Anything  this  rare  is  also  deemed 
incomparable  worth. 

Which  is  one  reason  a  diamond 
remains  among  the  most  costly  of 


"With  all  tby  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes  Jr.,  Editor-in-(]hief 


GUESS  WHO  WANTS  TO  RUN  FOR  PRESIDENT? 


Senator  Urges  Military  Resources 

Be  Turned  to  Environmental  Battle 


By  PHILIP  SHABECOPF 


WASHINGTON  —  Calling 
environmental  destruction  "a  growing 
national  security  threat,"  Senator  Sam 
Nunn,  the  chairman  of  the  Senate 
Armed  Services  Committee,  today  pro- 
posed shifting  substantial  Defense  De- 
partment and  intelligence  resources  to 
^address  ecological  problems. 


of    a    Strategic    Environmental    Re- 
search Program. 

An  influential  Democratic  leader 
who  has  played  no  significant  role  on 
environmental  issues,  Mr.  Nunn  made 
It  plain  that  he  had  two  goals:  In  an  age 
of  diminishing  tensions  with  the  Soviet  , 
Union,  he  wants  to  retain  the  extensive/ 


New  York  Time 


BUT  GUESS  WHO  WILL  BE  THE  DEMOCRATIC  NOMINEE? 

Mario  Cuomo. 


BETTER  LATE 

The  Federal  Reserve's  belated  move  to  let  interest 
rates  come  down  to  offset  tightening  credit  conditions 
won't  save  the  economy  from  a  poor  performance  in  the 
second  half,  but  it  should  help  fuel  a  rebound  next  year. 
Republicans  will  pay  the  price  for  this  sluggishness  in 
November. 

Stocks  and  bonds  should  end  the  year  in  splendid  fash- 
ion in  anticipation  of  better  times,  although  there  will  be 


THAN  NEVER 

air  pockets  as  people  realize  how  poor  the  economy  is. 

As  next  year's  recovery  picks  up  steam,  the  Fed  will  be 
tempted  to  tighten  too  soon  because  of  unfounded  fears 
that  prosperity  causes  inflation. 

If  the  Administration  wants  to  guarantee  its  reelection 
in  1992,  it  will  push  hard  for  a  capital  gains  tax  reduction. 
Such  a  cut  will  provide  enough  momentum  to  overcome 
the  Fed's  antiprosperity  proclivities. 


H 


FALSE  FACT 

One  of  the  most  durable  misconceptions  today  is  that 
foreigners  are  financing  our  budget  deficit,  that  without 
their  infusions  we'd  be  broke.  We're  told  that  we  must 
laise  taxes  so  we  won't  become  even  more  dependent  on 
the  Japanese  and  other  overseas  money  managers. 

But  international  investors  finance  little  more  of  our 
national  debt  today  than  in  the  mid-1970s  (see  table). 

Future  historians  and  psychologists  will  have  fun  figur- 
ing out  why  influential  Americans  were  so  susceptible  to 
half-truths  and  falsehoods  about  the  stafe  of  our  economy. 
Have  we  ever  had  so  many  hypochondriacs  in  high  places? 
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Year 

National 
debt 
[$bil) 

U.S.  govt 

securities  held 

by  foreign 

investors 

l$bil) 

%of 

national  debt 

held  by 

foreign 

investors 

1975 

$541.9 

$66.0 

12.2% 

1980 

908.5 

118.2 

13.0 

1985 

1,816.9 

222.9 

12.3 

1988 

2,600.7 

345.9 

13.3 

1989 

2,866.2 

393.5 

13.7 

1990 

3,113.0* 

NA 

— 

•Estimated. 

NA:  Not  available 

Source:  Bureau 

of  the  Public  Debt 

%  1 1 
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POOH  POOHING  PATRONAGE  IS  POOR 

The  Supreme  Court  has  ruled  that 
governments — federal,  state  and  local — 
can  no  longer  consider  political  affili- 
ations when  hiring  or  promoting  almost 
all  of  their  employees.  The  banning  of 
patronage  in  all  but  a  handful  of  cases  in 
government  is  one  of  the  Court's  sillier 
decisions. 

What  makes  a  democracy  work  is  ac- 
countability. If  elected  officials  can't 
bring   into   government    people   of    like 


l)L<sciilcr  Scalia  s  political 
insighLs  are  sound 


mind,  their  effectiveness  is  reduced.  Do  we  really  want  a     such  laws.  This 


PUBLIC  POLICY  \ 

permanent,  unaccountable  bureaucracy 
particularly  on  the  state  and  local  levels 
where  the  decision  will  hit  hardest? 

Anyone  who  thinks  bureaucrats  faithi 
fully,  energetically  carry  out  policies  se 
by  elected  officials  has  never  read  ; 
newspaper.  Battles  within  govemmen 
are  constant. 

If  the  electorate  wishes  to  shield  all  gov 
ernment  workers  from  political  pressures 
it  can  elect  officials  and  legislators  to  enac- 
is  a  matter  for  voters  to  decide,  not  judges 


REASSURANCE 


TIMELY 

Here's  an  ad  that  hits  head-on  a  major  concern  of 
investors  today — that  a  number  of  companies  have 
taken  on  too  much  debt. 

Georgia-Pacific  has  expanded  impressively  and 
aggressively  under  CEO  T.  Marshall  Hahn  Jr.  When 
the  company  recently  won  its  battle  to  acquire  a 
major  paper  company,  the  inevitable  question 
arose:  Has  GP  swallowed  too  much  at  a  time  when 
the  industry  is  going  soft? 

Not  only  should  this  ad  reassure  even  the  most 
skittish  investor  that  the  answer  is  no,  but  it  also 
convincingly  conveys  the  message  that  GP  has  a 
strong  future. 

HERE  WE  GO  AGAIN 

Once  again  we're  being  treated  to  articles  about  the     stepparents  a  hard  time;  this  is  a  way  the  adults  hit  back 
deplorable  state  of  American  youth.  implying  the  kids  may  not  be  up  to  snuff. 

The  media  are  full  of  stories  based  on  a  couple  of  studies         After  all,  is  there  anyone  alive  today  who  can  recall 

purporting    that    today's    youngsters     rAj^r~~'T7''''T7 — ~ — "^ t 1         when  a  new  generation  didn't  arouse 

are  selfish,  laid-back  and  uninterest-     )  I  il6  l\0-I\BWS  KjrBnGTQtlOll  \.        the  skepticism  and  unease  of  oldei 

ed  in  what's  happening  to  the  econo-     ^Survey  Finds  Young  Ignorant  and  Indifferent  3        generations? 

my,  to  the  world,  to  the  universe.      ^        '       — •.--''^^  —  wasbwston  Post  if  indeed  today's  youth  are  unusual 


NEVER 

l:nderestimate 
the    power 

OF     CASH 

It's  no  secret  that  when  we  hought 
Great  Northern  Nekoosa,  wc 
ttjok  on  some  debt. 
Wall  Street  noticed 
But  It's  also  no  secret  that  we 
acquired  a  world-class  paper  com- 
pany with  a  very  large  cash  flow. 

Wall  Street  noticed 
Add  to  that  our  own  substantial 
cash  flow,  and  the  picture  gets 
clearer.  Because  the  simple  fact  is, 
the  new  Georgia-Pacific  will  be 
capable  of  generating  15  billion 
dollars  in  annual  cash  flow  from  oper- 
ations And  when  combined  with 
the  ptissiblc  sale  of  non-strategic 
assets,  we  should  retire  our  debt  far 
quicker  than  many  expecied- 
And  that's  the  sort  of  news  all 
kmds  of  people  notice 
Especially  our  shareholders 

Georgia  P^ific       Ju 

These  attitudes  supposedly  constitute  a  national  crisis. 

Actually,  this  handwringing  about  the  young  is  a  civi- 
lized form  of  revenge.  Adolescents  usually  give  parents  or 


ly  unknowing  about  our  history  or  their  civic  responsibil 
ities,  that's  an  indictment  of  our  schools — and  of  parents 
for  not  doing  more  to  reform  these  hidebound  institutions. 


RUTH'S  REVENGE 

The  Curse  of  the  Bambino  (E.P.  Dutton,  $18.95)  explains  nothing  ever  went  right,  culminating  in  the  now-legend 
why  Boston  fans  know  better  than  to  get  too  excited  over  ary  1986  World  Series  when  Boston  was  one  out  from 
the  Red  Sox'  superb  performance  so  far  this  season.  The  becoming  world  champion  and  then  proceeded  to  blow  the 
team  is  jinxed.  ^wiwwxiMwMi  !      most  extraordinary  game  in  baseball  history. 


The  Red  Sox  haven't  won  the  World  Series  in 
more  than  seven  decades,  punishment  for  own- 
er Harry  Frazee's  selling  Babe  Ruth  to  the  Yan- 
kees just  after  New  Year's  Day  1920.  The  deal 
was  like  swapping  Abraham  Lincoln  for  Millard 
Fillmore.  Before  the  sale,  the  Sox  perpetually 
won  pennants  and  World  Series.  After  the  sale. 
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ini: 
CLRSI 


The  whole  story  is  compelling  enough  to 
overcome  the  book's  poor  editing.  The  first  half 
is  repetitious,  and  quotes  from  some  interviews 
are  too  long  and  rambling. 

If  you  know  a  youngster  in  New  England, 
send  him  a  copy  so  he  can  be  prepared  for  the 
inevitable  disappointment. 
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Now  get 

even  lower 

monthly  payments 

with  the  Summer 


SM 


ats 


SmartLease 

Special 


This  summer,  SmartLease  by  GMAC  can 
put  you  and  GM  quality  on  the  road. 


Now  it's  smarter  than  ever  to  get  on 
the  road  with  GM  quality  through 
GMAC's  Summer  SmartLease  Special. 
SmartLease  can  be  more  affordable  than 
purchasing  to  begin  with.  And  now  special 
support  from  each  GM  vehicle  division 
makes  SmartLease  payments  even 


lower  on  select  new  GM  cars  and  trucks. 

At  GMAC,  we're  helping  to  put  GM 
quality  on  the  road.  Expiration  dates 
vary.  See  your  participating  GM  Dealer 
for  dates  and  qualification  details  of 
the  Summer  SmartLease  Special  on 
these  new  1990  and  '91  GM  vehicles: 


•  Chevrolet  Lumina  (excludes  APV)  •  Pontiac  Grand  Prix  •  Buick  Regal 

•  Oldsmobile  Cutlass  Supreme  •  Chevrolet  S-10  Blazer,  2-  &  4-wheel  drive 

•  GMC  S-15  Jimmy,  2-  &  4-wheel  drive  •  All  Cadillacs  ( 1990  models  only) 


CHEVROLET  •  PONTIAC  •  BUICK  •  OLDSMOBILE  •  GMC  TRUCK  •  CADILLAC 


SMARTLEASE 


990  GMAC,  All  Rights  Reserved. 


by  GMAC 


Economic 


Think  ahead.  It's  strictly  a  numbers 
game.  To  succeed,  you'll  have  to  move  more 
people,  more  places,  more  profitably. 

Which  adds  up  to  new  widebody  twins 
with  ranges  and  capacities  beyond  the  reach 
of  today's  longest  distance  fliers. 

GE90  is  being  designed  specifically  to 
meet  the  demands  of  this  emerging  market. 

That  calls  for  fuel  economy  significantly 
better  than  your  fleet's  current  best. 

Low  noise  levels  to  open  the  gates  of  the 
world's  most  sound  sensitive  airports.  Day 
or  night. 

Exhaust  emissions  that  won't  tax  the 
environment.  Or  you. 

And  thrust  growth  with  commonality  for 
a  wide  range  of  aircraft. 

So  if  you're  measuring  your  future  strictly 
by  the  numbers,  GE90  promises  to  be  what 
success  takes. 

Economic  Thrust. 


Being  built  in  conjunction  with  SNECMA  of  France. 


GE  Aircraft  Engines 

Keeping  the  Promise 


hrust 


GE 


^3W2R 


iNEC^' 


\f,': 


Other  Comments 


tion  that  others  don't  have?  We  need  al 
clear  definition  of  just  what  is  meant| 
by  inside  information. 
— Harry  S.  Gross,  financial  commen- 
tator, Station  WCAU,  Philadelphia 


Pity  the  Passenger 

Comedian  Jack  Carter  [has]  a 
unique  windshield  he  had  made  espe- 
cially for  his  car.  "Jack  cares  more  for 
his  Mercedes  than  he  does  for  his  wife 
and  children,"  says  his  wife,  Roxanne. 
"And  I  hate  wearing  glasses,"  adds 
Carter.  "But  I  need  them.  So  I  had  a 
prescription  windshield  installed  in 
my  car." 

— The  Arizona  Daily  Star 

Never  S«y  Die 

(Prime  Mmistcr  Thatcher]  will  not 
be  there  forever.  She  is  mortal.  She  has 
much  heart,  but  all  hearts  stop.  How- 
ever, she  does  resemble  that  gruff  En- 
glishman who,  when  he  suffered  palpi- 
tations, would  thump  his  chest  and 
bellow  "Go  on,  go  on\"  until  his  heart 
obeyed.  She  intends  to  go  on  and  on. 
— George  F.  Will,  Newsweek 

Rosy  Crystal  Balling 

Bruce  Steinberg,  a  senior  economist 
at  Merrill  Lynch  &  Co.,  predicts  that 
the  U.S.  [trade]  surplus  with  Europe 
could  reach  $25  billion  to  $30  billion 
a  year,  in  a  return  to  the  glory  days  of 
American  trade  more  than  a  decade 
ago 

"There's  going  to  be  a  massive 
wave  of  exports  from  West  Germany 
to  East  Germany,"  says  Brian  Horri- 
gan,  director  of  long-term  forecasting 
at  WEFA  Group,  a  consulting  firm 
in  Bala  Cynwyd,  Pa.  "What  happens 
to  the  markets  in  Western  Europe 


that  West   Germany  was   exporting 
to?  That  opens  up  huge  opportuni- 
ties for  the  U.S." 
— Hilary  Stout,  Wall  Street  Journal 

Age-Old  Fancy 

Hyannis,  Mass. — In  her  rambling 
seaside  home  here.  Rose  Fitzgerald 
Kennedy  was  sitting  on  the  porch 
with  her  daughter  Eunice  Shriver  and 
her  grandson  Robert  Shriver. 

"Grandmother,  aren't  you  ex- 
cited?" exclaimed  Mr.  Shriver,  who  is 
36  years  old  himself.  "You're  going  to 
be  100." 

No,  Rose  replied.  "I  wish  I  was  16." 

— Fox  Butterficld,  New  York  Times 

Roundabout  Tip 

You  know  most  of  the  names  in  big 
insider  trading  schemes,  but  what 
about  Robert  Chestman?  Chestman 
spent  1 1  months  in  Allenwood  con- 
victed of  a  crime  he  could  not  have 
committed  because  the  crime  didn't 
exist.  That's  right.  The  Second  Cir- 
cuit Court  of  Appeals  said  that  we 
don't  have  a  definition  of  insider  trad- 
ing that  covers  what  Chestman  did. 
Chestman  received  information  from 
a  man  married  to  the  niece  of  the 
principal  owner  of  a  chain  of  grocery 
stores.  This  was  a  fourthhand  tip. 

If  you  drive  past  a  factory  and  see  a 
group  of  pickets,  are  you  guilty  of 
trading  on  inside  information  if  you 
sell  the  stock  short?  Is  there  a  legal 
duty  to  refrain  from  using  informa- 


No  Choice 

That  winter  [1945-46]  there  were 
great  fears  of  starvation  [in  Japan]. 
Newspapers  predicted  that  10  million 
people  would  die  of  hunger.  But  in  a 
famous  cable  General  Douglas  MacAr- 
thur  demanded  that  Washington  send 
3.5  million  tons  of  food  immediately 
or  send  bullets  and  guns  to  put  down 
the  hunger  riots  that  would  otherwise 
be  inevitable.  When  the  response  was 
slow,  MacArthur  cabled  again:  "Give 
me  bread  or  give  me  bullets. "  The  food 
came  quickly.  No  one  starved. 

— Sam  Kusumoto,  president  of 
Minolta  Corp.,  My  Bridge  to  America 


Everyone  loves  himse^ 
most  but  wants  others 
to  love  him  more  than 
they  love  themselves. 

— Allan  Bloom,  The  Closittg  of 
the  American  Blind 


Do  It  the  U.S.  Way 

"In  your  country  [the  U.S.]  you 
struggle  so  the  poor  will  be  rich,  and 
in  our  country  we  struggle  so  the  rich 
will  be  poor." 

— Andrei  Brezhnev,  grandson  of  Leo- 
nid Brezhnev,  quoted  in  Vai;iity  Fair 

Wearing  Words 

Re  slogan-bearing  clothing:  If  peo- 
ple don't  want  to  listen  to  you,  what 
makes  you  think  they  want  to  hear 
from  your  sweater? 

— Fran  Lebowitz,  Metropolitan  Life 

Pats  Promoter 

Sully,  the  head  dishwasher  [at  the 
Cafe  Rouge,  was]  a  350-pounder  who 
sweated  rivers  in  the  heat  but  didn't 
let  that  stop  him  from  continuously 
stuffing  his  mouth  with  the  half-eat- 
en steaks  and  chops  and  crepes  su- 
zette  he  found  on  the  plates  that  came 
back  from  the  dining  room.  His  "rack- 
et" was  scraping  the  partly  used  pats 
of  butter  from  the  butter  dishes  and 
packing  them  into  Dixie  cups — per- 
haps as  much  as  ten  pounds  a  night — 
to  resell  at  a  discount  to  a  restaurant 
that  was  owned  by  his  wife's  uncle. 
^Down  and  Out  in  Cambridge,  by 
Douglas  Fairbaim 
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Imagine  what  a  Canon  Color  Laser  Copier 
could  do  with  a  pie  chart. 


The  Canon  Color  Laser  Copier  200 
)uld  do  a  lot  for  your  business.  And 
)igital  Image  Processing  is  the  reason. 

It  reproduces  graphics,  slides  and 
tiotos  with  clarity  comparable  to 
rofessional  printing.  As  well  as  letting 
)u  digitally  reduce  by  50%,  enlarge  up 
1 400%  or  edit  instantly. 


And  with  automatic  feeding  and 
sorting  functions,  as  well  as  a  quick 
20  black-and-white  copies  per  minute, 
it's  one  color  copier  that's  all  business. 

lb  find  out  more,  make  it  your 
business  to  call  1-800-OK-CANON, 
or  write  us  at  Canon  USA  Inc. 
RQ  Box  3900,  Peoria,  IL  61614. 


En|Oyeasye«lef 
Ast(  (o>  details  ai 


1989  "Manufacturer  of  tlie  Year" 

Awarded  Oy  National  Office  Macfime  Dealers  Association 
10  Canon  USA  Inc  lor  oulslanOmq  dealc  support 


Canon  ^^onn 

COLOR  LASER  COPIER  ^UU 

The  Digital  Difference. 
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AMERCAN  SEDAN:  ^R^C^^- 


.      P,us  an  even  more  impressive  >'^' "'^^^  »mpa«'d'^'p'^5^^^ 
5ConcertSound©steermg  ^^^^^^^^^^^  u.tvourBuick  dealer  now.  Or 

0!'.  new  Regal  Sedan  is  ^^"^^^^'  (^^ormalion. 


s;sc-sr^..«-..— """"' 


iM 


NORTHWESr 

BEA1S  THE 

TOP  FIVE 

U.S.  AIRLINES 


PERTORMANCE 


YOU  COULD  SAY 
WE'VE  ARRIVED 


The  latest  results  have  arrived.  And  so  have  we.  For  the  sixth  straight 

month,  Northwest  has  finished  ahead  of  the  top  five  U.S.  airhnes 

in  on-time  performance.  And  because  of  service  Hke  this,  more  people 

are  choosing  to  fly  with  us  than  ever  before.  So  why  waste  time  with 

anyone  else?  Call  your  travel  agent  or  Northwest  at  1-800-225-2525. 

Source:  DepartmentofTransportalion  Air  Travel  Consumer  Report,  1990   c  1990  Northwest  Airlines,  Inc. 


NORTHWEST  AIRLINES 
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Commentary 

on  Events  at  Home  and  Abroad 

By  (]aspar\V  Weinberger,  Publisher 


THE  FUTURE  OF  NATO— AND  OF  GORBACHEV 


In  the  recent  past  when  the  United  States  supported 
foreign  leaders  whose  policies  and  personalities  differed 
from  our  accepted  standards  and  who  were  unpopular  in 
their  countries,  the  conventional  wisdom  was  to  attack 
our  government  as  an  insensitive  supporter  of  dictators. 

But,  with  Gorbachev,  a  double  standard  seems  to  apply. 

NATO's  strategy,  proven  by  41  years  of  achievement, 
now  has  to  be  changed  so  that  "Gorbachev  will  not  be 
threatened."  In  the  same  weeks  that  saw  Gorbachev  at- 
tacked in  most  unbridled  terms  by  many  members  just 
prior  to  his  reelection  by  the  party  congress, 
our  President  was  attacked  repeatedly  by 
columnists  and  political  opponents  because 
he  did  not  leap  ahead  of  Germany's  Chan- 
cellor Kohl  and  France's  opportunistic  Pres- 
ident Mitterrand  to  offer  the  U.S.S.R.  more 
billions — billions  that  some  of  the  Soviets' 
leading  economists  say  they  do  not  need 
and  do  not  want  Gorbachev  to  have. 

Even  a  suggestion  that  any  gift  should  be 
linked  to  something  is  quickly  rejected.  "Crude,"  "inap- 
propriate," "humiliating"  are  among  epithets  used  to  dis- 
credit those  bold  enough  to  suggest  that  the  West  should 
.  realize  something  to  help  preserve  victory  in  the  Cold  War. 

If  the  Cold  War  is  over  and  won,  it  is  puzzling  indeed  to 
imderstand  why  a  few  conditions  should  not  be  imposed  by 
the  winners,  conditions  that  have  two  purposes:  one,  to 
insure  that  the  West  can  continue  to  deter  possible  Soviet  or 
other  aggression;  two,  to  help  the  Soviets  truly  reform  so 
they  can  again  live  with  the  civilized  nations  of  the  world. 
I  The  victors  in  the  Cold  War  are  certainly  entitled, 
indeed  obligated,  to  require  that  the  U.S.S.R.,  as  a  condi 


Gorbachev  at  the  party  coti 
gress:  a  rival  />/  hL^  future;' 


Prime  Minister  Kaifu  of  Japan  is  correct  to  say  he  will  not 
give  money  to  help  the  Soviet  economy  until  the  Soviets 
return  the  four  northern  Japanese  islands  that  they  seized 
after  entering  the  war  against  Japan  a  day  or  so  before  the 
war  ended.  Those  islands  are  being  used  as  bases  pointed  at 
Japan  from  very  short  range.  If  our  fear  of  doing  anything 
that  may  "humiliate"  Gorbachev  requires  us  to  overlook 
the  force  used  by  him  to  suppress  dissent  in  Georgia, 
Lithuania  and  elsewhere,  and  it  requires  us  to  give  him 
sums  of  unrestricted  money,  we  may  well  find  that  the  Cold 
War  has  not  ended  in  a  Western  victory. 

The  actual  changes  proposed  in  London 
for  NATO  arc  not  as  drastic  as  the  headlines 
proclaim.  Nuclear  weapons  have  always 
been  thought  of  only  as  a  last  resort  by  all 
NATO  military  planners.  And  we  never  had 
any  intention  of  being  the  "first  to  use 
force" — our  whole  NATO  policy  has  always 
been  to  be  strong  enough  so  that  we  would 
never  have  to  use  force,  first  or  last. 


wish  to  support  a  Soviet  leader  whose  policies  appeal  to  us, 
tion  of  receiving  aid,  insure  that  the  West  will  not  have  to  we  should  look  more  closely  at  Boris  Yeltsin,  whose  popu- 
continue  keeping  the  peace  by  means  of  strong  and  expen-     larity  is  clearly  greater  than  Gorbachev's.  More  important- 


NATO's  London  Declaration  does  have  some  welcome 
new  language  that  responds  to  the  new  situation  NATO's 
success  has  largely  brought  about.  But  what  is  important  is 
that  NATO  maintain  its  ability  to  respond  successfully  to 
any  attack.  We  should  require  that  the  Soviets  rruike  (and 
not  just  ag^ee  to  make)  supervised  asymmetrical  reduc- 
tions in  their  immensely  strong  military.  That  is  more 
important  than  buying  Gorbachev's  agreement  to  Ger- 
many's staying  in  NATO  (which  was  inevitable  anyway). 

Gorbachev's  days  in  power  are  unlikely  to  be  extended  by 
Western  attempts  to  purchase  a  longer  tenure  for  him.  If  we 


sive  armed  forces.  And  it  seems  appropriate  to  require  the 
Soviets  to  enact  real  reforms,  economic  and  political. 

After  all,  it  was  considered  perfectly  seemly  for  the  West 
to  take  quite  drastic  measures  in  both  Germany  and  Japan 
after  World  War  n  to  make  sure  the  aggressive  and  deadly 
policies  of  the  prewar  governments  of  both  countries  were 
aot  repeated.  And  those  measures  succeeded. 


^i 
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ly,  Yeltsin  genuinely  wants  to  move  toward  democracy, 
pluralism,  individual  rights  and  a  market  economy.  In 
contrast,  Gorbachev  talks  vaguely  of  having  a  "controlled 
market  economy"  and  of  making  "maximal  use  of  the 
tremendous  potential  and  advantages  of  the  Socialist  sys- 
tem" (two  of  the  greatest  oxymorons  we  have  yet  seen),  and 
he  continues  to  send  $5  billion  a  year  to  Castro's  Cuba. 
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Lower  voiir  overhea« 


The  accelerated  pace  of  M       ^^L^  •            I          ^        only  UPS  guarantees 
modern  business  makes  the  H           BW  15^^^^^^^^%  H^'^Fb^^^T     overnight  delivery  to  every 

overnight  letter  a  necessity,     ^^^^^m    ^^BT^B  I     B  B  ^L^  B     B^   ^  address,  coast  to  coast! 

\et  unless  you're  using  our                            ^^^  "^^i^^^             ^^     So  if  you  have  an  urgent 

UPS  Next  IDay  Air  Letter,  you're  probably  paying  more  need  to  ^^^*^send  an  urgent  document,  use    |     ^ 

than  necessary  for  this  necessity  the  UPS  Next  Day  Air  Letter.  It's  one  cost-cut 

Our  efficiency  enables  us  to  deliver  overnight  for  just  ting  measure  guaranteed  to  work  overnight . 


$  900  -  up  to  40  %  less  than  other  companies  charge.  And  \S^  run  the  fittest  ship  in  the  shipping  business, 
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What's  Ahead  for  Business 


Edited  by  Howard  Banks 


Is  there  a 
credit  crunch 
in  the  house? 


U.S.  trade  surplus 

by  1995,  on 

present  trends 


Will  the  Federal 

Reserve  ease 
only  to  squeeze? 


POLITICKING  THE  ECONOMY 

Fearing  that  a  lackluster  economy  might  be  pushed  into  reces- 
sion by  anticipated  tax  increases  and  cuts  in  the  federal  budget  deficit, 
the  White  House  has  been  putting  urgent  pressure  on  Federal  Reserve 
Chairman  Alan  Greenspan  to  cut  rates.  Offsetting  the  hoped-for  $50 
billion  cut  from  a  budget  compromise  would  require  the  Fed  to  cut 
interest  rates  by  half  a  percentage  point — and  soon,  because  of  the  lag 
between  cut  and  reaction.  The  result  so  far  of  the  White  House 
pressure:  a  tiny  cut  in  the  federal  funds  rate,  the  banks'  overnight  cost 
of  money,  to  8%,  down  from  8.25%. 

Mr.  Greenspan  justified  the  easing  by  citing  a  credit  crunch.  But, 
outside  of  commercial  real  estate  (where  there  is  a  glut  of  unrented 
space),  little  or  no  evidence  of  a  serious  credit  crunch  exists. 

The  latest  June  survey  of  the  half-million-member  National  Federa- 
tion of  Independent  Businesses,  predominantly  small  companies, 
shows  that  1 1%  of  companies  were  finding  it  harder  to  get  a  loan  than 
three  months  earlier.  That's  the  same  as  in  May  and  up  from  7%  in 
January  (this  measure  has  ranged  from  7%  to  12%  since  1983).  "It's  a 
sensitive  measure,  which  peaked  at  around  30%  in  the  1981-82  reces- 
sion, when  there  really  was  a  credit  crunch,"  points  out  nfib  chief 
economist  William  Dunkelberg.  The  National  Association  of  Manu- 
facturers found  much  the  same  thing,  reports  President  Jerry  Jasi- 
nowski,  who  says,  "small  manufacturers'  main  problem  is  a  cash  flow 
problem  because  of  slow  demand." 

Lower  rates,  at  a  time  when  interest  rates  in  Japan  and  Europe  are 
heading  up,  will  likely  put  downward  pressure  on  the  dollar,  which 
will  give  rising  U.S.  exports  a  further  shot  in  the  arm. 

In  real,  inflation-adjusted,  terms — and  excluding  oil — U.S.  merchan- 
dise trade  is  rapidly  heading  for  balance,  says  Eaton  Corp.  economist 
Adrian  Dillon.  The  U.S.'  trade  surplus  with  Western  Europe  will 
probably  grow  (hardly  surprising,  given  that  West  German  wage  rates 
are  now  37%  higher  than  in  the  U.S.).  Exports  of  electrical  and 
nonelectrical  capital  goods  and  aircraft  are  booming,  as  are  high-tech 
exports  like  computers.  The  U.S.  also  has  a  $30  billion  (and  rising) 
surplus  in  services  trade. 

It  now  seems  likely  that,  despite  the  chronic  deficit  with  Japan,  the 
U.S.  will  be  in  trade  surplus,  including  oil,  by  1995. 

Lower  interest  rates,  however  they  come  about,  will  give  the 
economy — and  Wall  Street — a  welcome  boost. 

But  will  the  Fed  let  the  rate  cuts  stick?  Or  will  it  reverse  itself  and  go 
back  to  a  tight  money  stance  as  has  happened  so  often  in  the  past  1 8 
months?  The  most  recent  occurrence,  the  statistics  now  suggest,  was 
another  ease-and-squeeze  over  the  most  recent  three  or  four  months. 
Those  who  believe  Fed  easing  is  in  the  cards  take  heart  from  the  fact 
that  the  White  House,  for  its  own  political  reasons,  is  now  firmly  on 
the  Fed's  case,  and  will  likely  fight  any  quick  return  to  higher  rates. 
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The  Forbes  Index 
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Buoyed  by  strong  department  store  sales,  retail  volume 
recovered  from  a  three-month  slump  to  post  a  0.5%  gain  in 
June.  Unemployment  fell  in  June  for  the  third  straight 
month,  to  5.2%  of  the  work  force,  but  there  may  be 
trouble:  The  number  of  new  unemployment  claims  rose 
1.8%.  After  rising  less  than  0.1%  in  April,  consumer 
installment  credit  increased  0.5%  in  May.  The  Forbes 
Index  finished  May  with  a  0.2%  gain,  the  best  monthly 
increase  since  January  1989.  The  preliminary  June  figure  is 
up  0.4%,  but  only  two  components  have  been  reported. 


other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

10.0% 

Auto  sales  year  to  date  vs.  1989' 

Ward's  Automotive 

-3.7% 

Index  of  leading  indicators  May  vs.  April 

Oept  of  Commerce 

0.8% 

Trade  balance  last  12  monttis  ending  April  1990 

Oept  ol  Commerce 

-$106  bil 

Producer  price  indei  June  vs.  1989^ 

DepI  ol  Labor 

3.1% 

SNP  1st  quarter  vs.  4th — annualized  growth 

Dept  ot  Commerce 

1.9% 

NBER  Experimental  Recession  Index^ 

Natl  Bureau  of  Economic  Research 

7.0% 

'us,-  based  manutacluters,  excludes  imports,  as  ol  7/10/90 

^Finished  goods.  ^May  1990. 

Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  v»eighted  elements  Total  industrial 
production,  nev*  claims  for  unemployment  compensation,  the 
cost  of  services  relative  to  all  consumer  prices,  new  housing 
starts,  total  retail  sales,  the  level  of  new  orders  for  durable 
goods  compared  with  manufacturers'  inventories,  personal 
income,  total  consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10  series  of 
US.  government  data   The  last  14  months'  data  for  each 
series  are  presented  below 


Inilustrial  production  index  (1987  =  100) 
seasonally  adjusted  (Federal  Reserve) 


New  unemployment  claims  .iverage  lot  month 
(thousands)  seasonally  adjusted  (Dept.  of  Labor) 
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Consumer  price  indexes  (1982-84  average  =  100) 
all  urban  consumers,  unadjusted  (Dept.  of  Labor) 

Manufacturers'  new  orders  and  inventories 

(Sbilhons)  seasonally  adjusted  (Dept.  of  Commerce) 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept.  of  Commerce) 


2850 


2750 


2650 


2550 


Personal  income  (Sbillions)  wage  and  salary  disburse- 
ments, seasonally  adjusted  (Dept.  of  Commerce) 


K?                                                                                                1 

147 

i 

jpa 

142 

rff 

137 

Retail  sales  (Ibillions) 

seasonally  adjusted  (Dept  of  Commerce) 
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Consumer  installment  credit  (Ibillions)  total, 
seasonally  adjusted  (Federal  Reserve) 


1  1 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  b^f  the  Prospectus. 

29,876,543  Shares 

American  Express  Company 

Common  Shares 


June  26,  1990 


Price  $30y8  Per  Share 


Copies  of  the  Prospectus  may  he  obtained  in  any  State  in  which  this  announcement  is  circulated  only 
from  such  of  the  undersigned  as  may  legally  offer  these  securities  in  such  State. 


This  portion  of  the  ujxderwnUng  is  being  offered  in  the  United  States  b>  the  undersigned. 

14,300,000  Shares 
Lehman  Brothers 

Bear,  Stearns  £?'  Co.  Inc. 

Goldman,  Sachs  i^  Ck>. 

Kidder,  Peabody  U'  Co. 

Lazard  Freres  U'  Co. 

Morgan  Stanley  iJ  Co. 

Salomon  Brothers  Inc 

Sanford  C.  Bernstein  y  Co.,  Inc.  Alex.  Brown  y  Sons  Dillon,  Read  y  Co.  Inc.  Donaldson,  Lufkin  yjenrette 

Hambrecht  isf  Quist  Merrill  Lynch  Capital  Markets  Montgomery  Securities  The  Nomura  Securities  Co.,  Ltd. 

PaineWebber  Incorporated  Prudential-Bache  Capital  Funding  Robertson,  Stephens  y  Company 

Smith  Barney,  Harris  Upham  £5*  Co.  Wertheim  Schroder  i^  Co.  Dean  Witter  Reynolds  Inc. 

Advest,  Inc.  Arnhold  and  S.  Bleichroeder,  Inc.  William  Blair  W  Company  Blunt  Ellis  ts"  Loewi  J.  C.  Bradford  ts"  Co. 

Cowen  y  Company  Dain  Bosworth  First  Manhattan  Co.  Gruntal  y  Co.,  Incorporated  Interstate/Johnson  Lane 

Janney  Montgomery  Scott  Inc.  Ladenburg,  Thalmann  y  Co.  Inc.  Lcgg  Mason  Wood  Walker  McDonald  y  Company 

Morgan  Keegan  y  Company,  Inc.  Needham  y  Company,  Inc.  Neuberger  y  Berman  Piper,  Jafifray  y  Hopwood 

Prescott,  Ball  y  Turben,  Inc.  The  Robinson-Humphrey  Company,  Inc.  Stephens  Inc. 

Stifel,  Nicolaus  y  Company  Tucker  Anthony  Wheat  First  Butcher  y  Singer 


T>»15  portum  of  the  underwriting  is  being  offered  outsuie  the  Vntted  Stiite-y  Hcmg  Ktmg.  fapan,  Korea 
and  Singap(*re  b^  the  und^rngned. 

4,000,000  Shares 
Lehman  Brothers  International 

Bear,  Stearns  International  Limited 

Goldman  Sachs  International  Limited 

Kidder,  Peabody  International  Limited 

Lazard  Brothers  65^  Co.,  Limited 

Morgan  Stanley  International 
•  Salomon  Brothers  International  Limited 

Amsterdam-Rotterdam  Bank  N.V.  BNP  Capital  Markets  Limited  Banco  Hispano  Americano  S.A.  Banquc  Indosucz 

Barclays  de  Zocte  Wedd  Limited        COMMERZBANK        County  NatWest  Limited        Credit  Lyonnais  Securities        Deutsche  Bank 
Dresdner  Bank  Generale  Bank  Istituto  Bancario  San  Paolo  di  Torino  Kleinwort  Benson  Limited 

Merrill  Lynch  International  Li.nited      J. P.  Morgan  Securities  Ltd.      Paribas  Capital  Markets  (Jroup      NM  Rothschild  y  Sons  Limited 
Societe  Generale  Swiss  Bank  Corporation  UBS  Phillips  y  Drew  Securities  Limited  S.  G.  Warburg  Securities 


TK13  portion  of  the  und^rwntinf!^  n  being  offered  m  Hmig  Kong,  Japan,  Korea  and  Singapore  b>  the  undersigned. 

1,700,000  Shares 
Lehman  Brothers  International 

Daiwa  Securities  (H.K.)  Ltd 

The  Nikko  Securities  Co.  (Asia)  Limited 
Nomura  International 

Yamaichi  International  (H.K.)  Limited 

Daewoo  Securities  Co.,  Ltd.  The  Development  Bank  of  Singapore  Ltd 

Jardine  Fleming  International  Inc.  Nippon  Kangyo  Kakumaru  (Europe)  Limited 


Subject  to  certain  conditions,  the  Company  will  also  sell  the  below  referenced  shares 
to  7N(ippon  Life  Insurance  Company  at  the  public  offering  price. 

9,876,543  Shares 
Lehman  Brothers 


On  Fehrmiry  20,  J'^cl,  the  Atlas  of  Friendship  7  boosted 
the  first  American,  John  Glenn,  into  Earth  orbit.  His 
historic  flight  was  the  UJlh  for  an  Atlas. 


They  say 
it's  going  to  fly 

Of  course, 
they  aren't  going. 

The  machine  had  stain- 
less steel  skin.  The  men 
had  steel  nerves. 

The  men  were  the 
brave  Americans  who 
waited,  strapped 
into  a  cramped  cap- 
-,  sule  atop  125  tons 
(A         of  explosive  fuel, 
to  be  blasted 
into  orbit. 

The  machine  was  originally  America's  first 
intercontinental  ballistic  missile,  developed 
by  General  Dynamics  in  the  early  1950s,  and 
for  nearly  10  years  the  free  world's  major 
deterrent  weapon. 

The  men  were  the  Mercury  astronauts. 
The  machine  was  our  Atlas  rocket. 
Their  histories  merged  in  the  early 
1960s,  when  General  Dynamics  began  re- 
configuring Atlas  to  launch  payloads 
into  space  for  the  Air  Force  and  NASA. 
Since  then,  the  stainless  M   steel  sheen 
of  the  Atlas    ^*  skin  is  .jH^  the  only  thing 

that  has  remained 
unchanged,  as 
'■^^^^^  literally 
thousands  of 
technological  im- 
provements have 
been  incorporated. 

This  fiendish-looking  device  was  part  of  the 
apparatus  we  built  to  simulate  effects  of  weightless- 
ness. In  addition  to  training  equipment.  General 
Dynamics  also  built  tracking  stations  around  the  globe. 


Atlas  has  boosted  virtually  every  U.S.  weath 
satellite.  In  December  1958,  it  boosted  th 
world's  first  communications  satellite,  Proje 
Score,  which  circled  the  globe  broadcastin 
President  Eisenhower's  Christmas  messaj 
Atlas  went  on  to  launch  36  more  commun 
cations  satellites,  and  dozens  of  scientif 
probes,  including  Pioneer,  Mariner,  and 
Surveyor,  the  first  American  spacecraft 
soft-land  on  the  moon. 

With  a  record  of  496  launches,  our  Atla 
is  one  of  America's  most  successful  and  re 
able  launch  systems. 


mxy 


V  r, 


01  i. 


the  stainless  steel  skin  of  a  Centaur  upper  stage,  one  of  our  craftsmen  measures 
ion  and  contraction  stress.  Unique  technology  makes  the  AtlaslCentaur  the  most  efficient 
1  vehicle  in  use  today. 


Our  30-pIus  years  of  experience  and  the 
dedication  to  excellence  of  the  Atlas  team 
are  especially  important  now. 

In  one  of  the  largest  commercial  space 
ventures  in  history,  General  Dynamics  has 
committed  to  the  production  of  62  new  Atlas 
vehicles  for  government  and  business  missions. 

For  over  three  decades,  Atlas  has  made 
history  in  space. 

And  paid  dividends  here  on  Earth. 


NERAL  DYNAMICS 

A  Strong  Company  For  A  Strong  Country 


Forbes 


While  disheveled  billionaire  Gordon  Getty  composed  operas,  his 
hired  hands  used  the  bankruptcy  code  to  add  to  his  fortune. 


How  Gordon  Getty 
plays  hardball 


By  James  R.  Nonnan 


WHEN  BIG  Texas  drilling  con- 
tractor DeltaUS  Corp.  went 
bust  early  last  year,  it  seemed 
like  just  another  hapless  oilfield 
Chapter  11.  But  this  one  had  a  twist. 
Delta  was  75%  owned  by  billionaire 
Gordon  J.  Getty,  one  of  the  richest 
men  in  the  country. 

Now  renamed  Delta  Drilling  Co., 
the  driller  has  emerged  from  reorgani- 
zation, although  some  administrative 
claims  remain  unsettled. 
Getty  now  has  100%  con- 
trol of  one  of  the  country's 
biggest  and  most  respect- 
ed land  drilling  compa- 
nies. It  emerges  debt-free 
and  generating  cash  again, 
despite  the  continued 
weak  oil  economy.  Left 
behind  in  the  bankruptcy 
court  in  Delta's  home  of 
Tyler,  Tex.  is  about  $25 
million  of  unpaid  debts. 

Gordon  Getty's  net  cost 
for  this  valuable  asset: 
about  $20  million.  That's 
10  cents  on  the  dollar  for 
what  Delta's  50-rig  opera- 
tion was  valued  at  in 
1987.  In  a  decent  year,  the 
operation  can  earn  over 
$20  miUion. 

Who,  besides  Delta's 
creditors,  is  stuck  with 
the  bill?  Taxpayers.  The 
biggest  single  unpaid  debt 
is  a  $10  million  claim  by 
the  government's  Pension 
Benefit  Guaranty  Corp. 
Overall,  pbgc  expects  to 
get  only  about  20  cents  on 


the  dollar.  About  half  of  that  would 
come  from  liquidating  various  assets 
Delta  tossed  into  a  payout  trust  for 
unsecured  creditors.  Suppliers  and 
other  creditors  still  owed  $13  million 
will  have  to  share  in  those  rig  sale 
proceeds,  estimated  at  about  $2  mil- 
lion. Delta's  banks,  ncnb  and  Citi- 
bank, will  get  66%  of  the  $15  million 
they  were  owed. 

Most  painfully  hit  are  the  several 
hundred  Delta  retirees,  some  of 
whose  pensions  have  been  cut  by  as 


,lc>c-  McNalK  Sygma 


Billiotmire  compose/-  ( mriioii  Getty  at  home 

His  investment  team  played,  hardball  woith  Delta's 


much  as  25%,  with  company-paid 
health  and  life  insurance  costs  now 
shifted  heavily  to  retirees.  Many  of 
these  employees  were  among  the 
long-time  workers  to  whom  Delta 
gave  big  blocks  of  stock  when  the 
company  went  public  in  1981.  Before 
they  could  sell  it,  the  stock  plunged  to 
I3'/2  a  share  from  an  initial  UVi. 
Within  a  year  it  had  fallen  by  half,  and 
is  now  worthless.  Yet  employees  who 
received  stock  must  still  pay  taxes  on 
a  value  of  ISVi,  set  by  the  ms.  Some 
retirees  were  counting 
heavily  on  their  pension 
income  to  pay  those  tax 
bills.  "It's  turning  out  to 
be  a  disaster,"  says  Z.L. 
(Nig)  Spraggins,  74.  A  for- 
mer rig  hand,  he  got  $1.6 
million  in  Delta  stock, 
held  until  it  was  worth- 
less. His  $1,350  monthly 
pension  remains  intact, 
but  he  has  to  pay  a  bigger 
share  of  his  life  insurance. 
Just  how  much  of  this 
can  be  laid  at  the  door  of 
the  San  Francisco  music 
room  where  Gordon  Get- 
ty spends  his  time  com- 
posing operas  is  debatable. 
Getty,  who  speaks  only 
through  his  advisers,  has 
an  excellent  eye  for  in- 
vestment and  legal  talent 
to  do  his  bidding  for  him. 
The  key  to  Getty's  Del- 
ta success  was  the  way  his 
initial  investment  was 
structured.  In  1987  Del- 
ta's then-chairman  and 
47%  stockholder,  Keating 
V.  Zeppa,  son  of  the  com- 


creditors. 
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pany's  founder,  was  desperate  for  cap- 
ital. After  the  October  1987  market 
crash,  potential  rescuers  had  fled. 
Houston  investment  bankers  Sim- 
mons &  Co.  International,  however, 
talked  Getty's  advisers— led  by  for- 
mer Treasury  official  Marc  Leland — 
into  taking  a  gamble  on  Delta. 
Pitched  as  oilfield  bottom-fishing,  it 
also  fit  well  with  Getty's  $7.5  million 
stake  in  what  is  now  Chiles  Offshore 
Corp.  That  investment  has  since  tri- 
pled in  value. 

In  mid- 1988,  just  six  months  before 
Delta  filed  for  Chapter  1 1,  Getty  in- 
vested $9.5  million  in  Delta  through 
P.A.J.W.  Corp.  (the  first  initials  of 
Getty's  four  children).  Of  that,  $7  mil- 
lion went  to  buy  75%  of  Delta's  vot- 
ing stock  and  $2.5  million  was  a  se- 
cured loan  to  the  company.  That  loan 
kept  Getty  below  the  80%-of-equity 
threshold  used  by  the  irs  and  pbgc  to 
define  a  control  person  who  might  be 
held  liable  for  tax  or  pension  liabil- 
ities. Buoyed  by  the  entry  of  a  deep- 
pockets  investor,  suppliers  again  ex- 
tended credit  to  Delta. 

But  within  weeks  a  modest  upturn 
in  drilling  activity  petered  out.  By 
year-end  the  Getty  forces  had  brought 
in  hardball  Dallas  bankruptcy  lawyer 
Henry  Simon,  who  had  represented 
the  Hunts  in  the  Placid  Oil  bankrupt- 
cy case.  With  Getty  worth  around  $1 
billion,  Simon  made  it  clear  that  if 
creditors  didn't  play  along,  his  client 
would  put  Delta  in  Chapter  1 1  with- 


Charles  Thatcher 


Retiree  7.1  Spraggi>i,s 

His  health  insurance  Jumped. 

out  batting  an  eyelash. 

Both  Zeppa,  who  was  still  Delta's 
chairman,  and  suppliers  say  progress 
was  being  made  and  a  deal  seemed 
close.  But  in  late  January  1989,  to 
Zeppa's  and  the  creditors'  shock,  Del- 
ta filed  for  Chapter  1 1  anyway.  Tough 
guys,  Gordon  Getty  and  Henry  Si- 
mon. Zeppa  resigned. 

In  the  bankruptcy,  creditors  tried  to 
claim  that  P.A.J.W. 's  $2.5  million  se- 
cured loan  to  Delta  was  really  equity. 
That  would  have  put  Getty  over  the 
80%  mark  and  made  him  liable  for 


the  full  $10  million  pbgc  claim, 
which  would  have  doubled  his  losses. 
But,  unwilling  to  throw  good  money 
after  bad  during  years  of  Getty-fi- 
nanced litigation,  creditors  dropped 
the  suit  in  an  overall  settlement 
reached  early  this  year.  Sighs  one  de- 
moralized Houston  creditor:  "At  the 
end  of  the  day,  we  just  took  what  we 
could  get." 

Even  the  government's  pbgc  caved 
in.  "If  we  could  have  gotten  to  Mr. 
Getty's  assets,  we  would  have,"  in- 
sists PBGC  chief  negotiator  Diane  E. 
Burkley.  "But  the  [ownership]  test  is 
very  mechanical." 

Now  that  those  pension  liabilities 
have  been  wiped  out  by  the  Chapter 
1 1  process  and  Delta's  pension  plan 
terminated,  Getty  has  personally 
stepped  in  to  take  full  ownership  of 
Delta,  for  a  modest  $13.5  million  in 
the  bankruptcy  settlement.  Assuming 
he  can  use  the  loss  on  his  original  $9.5 
million  investment  to  offset  profits 
elsewhere,  Getty's  net  cost  is  still 
only  $20  million. 

"Delta  now  has  some  of  the  finest 
drilling  rigs  in  the  U.S.,"  declares 
Leonard  W.  Pipkin,  former  president 
of  a  drilling  company  who  inspected 
Delta  for  creditors.  Not  to  mention 
Delta's  healthy  Italian  drilling  com- 
pany, which  escaped  Chapter  1 1. 

Bluffing,  loss,  triumph — perhaps 
Gordon  Getty  will  incorporate  the 
themes  of  bankruptcy  into  one  of  his 
operas.  ■ 

I>>ug  Milncr 


A  dismantled  Delta  drilling  rig  for  sale  in  pdessa,  Tex. 
Unsecured  creditors  settled/or  a  token  amount. 
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Cummins  Engine  may  have  started  some- 
thing big.  Its  innovative  restructuring  of- 
fers a  way  for  others  to  invest  for  the  future 
without  attracting  the  takeover  sharks. 

A  very  Japanese 
solution 


By  Jerry  Flint 


HERE  IS  ANOTHER  Japanese 
phrase  to  be  added  to  the  myth- 
ical Dictionary  of  Japanese 
Business  Terms  We  Never  Knew  Un- 
til We  Woke  Up  Losing  Market  Share. 
The  phrase  is  antei  kahunushi.  It 
means  "stable  stockholders." 

Most  Japanese  companies  have  an- 
tei kahunushi:  few  U.S.  firms  do.  Big 
blocks  of  stock  in  most  Japanese  com- 
panies are  owned  by  suppliers,  cus- 
tomers, banks — people  who  have  a  re- 


lationship with  the  company.  Thus 
shareholder  and  company  have  a  com- 
munity of  interests  that  is  too  often 
missing  with  U.S.  companies. 

The  antei  kahunushi  don't  buy  to 
trade,  they  don't  buy  to  take  over, 
they  don't  buy  to  greenmail.  They  buy 
the  stock  because  they  like  doing 
business  with  the  company  and  want 
to  maintain  the  status  quo. 

Having  big  chunks  of  stock  in  the 
hands  of  antei  kahunushi  enables  a 
company  to  take  the  long  view,  to 
invest  for  the  future.   That's  what 


Cummins  Engine  badly  wants  to  do, 
but  its  erratic  earnings  have  made  it  a 
target  for  raiders  and  greenmailers. 

Last  month  Cummins  found  a  Japa- 
nese solution.  It  sold  blocks  of  its 
stock  to  a  group  of  customers:  Ford 
Motor  Co.,  Tenneco  (which  owns  ji 
Case,  the  tractormaker)  and  Kubota 
(the  Japanese  tractor/construction 
equipment  maker).  Among  them  the 
customer/shareholders  will  own  27% 
of  the  stock,  and  Cummins  will  get 
$250  million  to  pay  down  debt  and 
invest  for  the  future.  Specifically, 
Cummins  will  keep  investing  in  top- 
quality  diesel  engines,  which  is  just 
what  the  three  manufacturers  want. 
Independent  Cummins  will  also 
make  a  trustworthy  venture  partner. 

Headquartered  in  Columbus,  Ind., 
Cummins  is  running  about  $3.5  bil- 
lion annually  in  sales,  but  its  profits 
have  roller-coastered  in  the  feast-or-' 
famine  market  for  big-truck  diesel  en- 
gines and  the  need  for  technological 
improvement  to  remain  ahead  of  for- 
eign competition.  Nevertheless, 
Cummins  has  held  high  its  reputation 
for  quality  and  innovation. 

The  deal  involves  more  than  invest- 
ing. Ford  currently  gets  70%  of  its 
premium  heavy-duty  diesels  for  its 
biggest  trucks  from  Cummins  and 
will  throw  in  its  medium-duty  truck 
business.  Ford  now  imports  those  en- 
gines from  Brazil.  Kubota  would  like 


Louie  Psihoyos/Mai 
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Henry  Schacht,  chairman  of  Cummifis  Engine 

"We  bwMt  this  country  on  long-term  money,  not  on  quarterly  returns.' 
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to  make  engines  in  Europe  with  a 
long-term  partner — Cummins.  Ten- 
neco's  tractor  unit  may  expand  its 
enginemaking  with  Cummins. 

Do  these  cross-shareholdings  create 
the  possibility  of  conflict  of  interest? 
Cummins  Chairman  Henry  Schacht 


notes  that  all  directors,  even  those 
from  Ford  and  Tenneco,  must  serve 
the  interests  of  all  shareholders,  not 
just  their  own  companies'. 

Will  antei  kabunushi  spread? 
Schacht  hopes  it  will:  "We  built  this 
country  on  long-term  money,  not  on 


quarterly  returns.  The  demands  of  be- 
ing globally  competitive  mean  the 
payback  is  over  years,  not  months. 

"The  question  for  our  company  and 
those  like  us  is  where  is  this  patient 
money?"  Schacht  has  found  it.  Who's 
next?  ■ 


J^ter  a  great  1988,  because  of  fare  wars, 
the  airline  industry  will  barely  break  even 
this  year.  Is  re-regulation  in  the  cards? 


Rough  weather 
behind  and  ahead 


By  Hofward  Banks 


AFTER  EARNING  nearly  $2  billion 
on  operations  last  year,  the  U.S. 
bairline  industry  has  stalled  out. 
In  the  fourth  quarter  of  1989  the  in- 
dustry had  an  operating  loss  of  $513 
million,  and  in  the  first  quarter  of  this 
year  an  all-time  worst  operating  loss 
of  $685  million.  Only  a  small  handful 
of  companies  were  profitable  on  oper- 
ations, among  them  Delta, 
Southwest  and  America  West. 
Eastern,  even  now  that  it  is 
flying  only  around  two-thirds 
of  its  old  system,  is  said  to  be 
losing  $2  million  a  day.  Chica- 
go's Midway,  low  on  cash  and 
heavy  with  debt,  is  ripe  for 
picking.  Pan  Am,  twa  and  the 
Trump  Shuttle  are  up  for  sale, 
with  no  takers  yet.  Even  Delta 
admits  it  is  being  bled  by  East- 
em  in  many  of  its  markets. 

There  will  be  more  bad 
news  with  second-quarter  re- 
ports. Last  year  the  industry 
earned  a  $971  million  operat- 
ing profit  in  that  quarter;  this 
year,  with  discounting  rife 
again,  the  figure  could  be  as 
low  as  $300  million.  For  the 
year,  the  industry  will  be 
lucky  to  break  even. 

What  went  wrong?  One 
problem  is  overcapacity.  The 
U.S.  carriers  are  adding  around 
250  new  aircraft  this  year,  or 
roughly  10%  of  existing  capac- 


ity, without  proportionate  increases 
in  traffic.  Despite  discounting,  load 
factors — the  percentage  of  filled 
seats — are  running  at  4  to  6  percent- 
age points  below  last  year's  level. 

The  weak  airlines'  problems  drag 
everyone  down.  "When  some  carriers 
price  for  survival,  the  others  are  faced 
with  two  bad  choices:  Give  away  their 
passengers  to  the  low-priced  competi- 
tor, or  match  the  price  cuts  and  watch 

Kc\in  Hurja Pitiuff  drt 


Taxiing  at  Chicago's  O 'Hare  Airport 
Too  many  planes,  toofewjlyera. 


profits  evaporate,"  explains  Lee  How- 
ard, president  of  consultants  Airline 
Economics. 

There  is  a  silver  lining  in  most  dark 
clouds,  and  in  this  case  the  consumers 
will  pocket  the  silver.  Southwest  has 
slashed  one-way  fares  between  the 
Los  Angeles  and  San  Francisco  mar- 
kets to  $29  with  advance  purchase 
and  $49  with  no  restrictions.  In  the 
East,  Midway  is  selling  cheap  tickets 
to  many  East  Coast  destinations  in 
books  of  five. 

No  help  for  the  airlines  is  on  the 
horizon.  The  so-called  "B"  wage 
scales  that  paid  new  pilots  and  engi- 
neers less  than  veterans  are  being 
phased  out;  labor  costs  will  rise.  Jet 
fuel  is  down  in  price,  but  by  much  less 
than  the  fall  in  crude  oil  prices. 

Most  troubling  of  all,  capacity  is  set 
to  rise  further,  with  more  new  airlin- 
ers on  the  way.  In  1991  the  U.S.  air- 
lines will  take  delivery  of  even  more 
new  jets  than  this  year.  Yet,  so  far, 
few  older  jets  are  being  pensioned  off 
to  cut  the  excess  capacity.  And,  so  far, 
only  one  carrier,  USAir,  has  delayed 
delivery  of  any  of  its  aircraft  on  order. 
Expect  more  of  both  actions. 

The  industry  amuses  itself  by  pick- 
ing candidates  to  follow  People  Ex- 
press, Braniff  and  the  rest 
down  the  chute.  But  don't  ex- 
pect anytime  soon  the  hotly 
rumored  acquisition  of  Eas- 
tern's rump  by  Northwest.  It 
would  be  madness  to  take  on 
Eastern's  labor  problems  ex- 
cept at  bankruptcy  prices. 

The  biggest  and  still  unan- 
swerable question  concerns 
Washington's  reaction  to  the 
bleeding.  Despite  cutthroat 
fare  wars,  some  politicians 
have  long  complained  that  air- 
lines charge  monopoly  prices 
at  their  main  hub  airports,  or 
even  that  they  collude  over 
fares.  What  these  politicians 
want,  of  course,  is  an  excuse  to 
re-regulate.  Never  mind  that 
deregulation  has  brought  the 
consumer  cheaper  fares, 
Washington  would  hate  to  see 
any  more  airlines  go  bust.  So 
look  for  the  wonderful  folks 
who  made  the  s&l  mess  worse 
to  try  the  same  thing  on  the 
airlines  business.    ■ 
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Realty  brokers  Glenn  Markttmn  (left)  and  Robert  Martin  (center)  show  a  client  some  available  Wall  Street  office  space 
With  vacancy  rates  at  20%  and  climbittg,  today's  low  rents  include  renovations. 


Michael  Gluck 


Did  you  ever  want  to  look  down  on  New 
York  harbor,  Ellis  Island  and  the  Statue  of 
Liberty F  Now  s  a  good  time  to  strike  a  deal. 

Top  fir,  grt  views, 
$21  a  square  foot 


By  Riehard  L.  Stem 


ROBERT  Wilcox,  president  of 
Wilcox  &.  Associates,  a  sales 
promotion  firm,  is  thinking 
seriously  of  moving  his  agency's  of- 
fices to  the  Wall  Street  area.  And  why 
not?  Wilcox  has  found  6,500  square 
feet  of  top-floor  space  in  an  older  but 
attractive  Broad  Street  building  with  a 
commanding  view  of  New  York's  har- 
bor and  Ellis  Island.  Annual  rent  on  a 
ten-yea;  lease?  Just  $21  a  square  foot, 
including  iDaior  renovations  by  the 
landlord — and  one  year's  free  rent. 
That  compares  with  the  $27  per 
square  foot  that  v'V'ilcox  would  have 
had  to  pay  for  the  remaining  two  years 
of  his  lower  Fifth  Avenue  lease. 

Looking  for  something  more  posh? 
Word  on  The  Street  is  that  Shearson  is 
looking  to  sublet  the  vacant  top  five 
floors  in  one  of  the  World  Trade  Cen- 


ter's twin  towers  with  spectacular 
harbor  and  city  views.  The  space  can 
be  subleased  for  an  effective  rent  of 
$29  a  square  foot.  Two  years  ago  it 
would  have  commanded  at  least  $35  a 
square  foot. 

Glenn  Markman  and  his  partner 
Robert  Martin  of  Wm.  A.  White/ 
Grubb  &.  Ellis  note  that  spiraling  va- 
cancy rates  and  falling  rents  are  a  di- 
rect result  of  the  problems  of  the  fi- 
nancial service  companies,  the  domi- 
nant tenants  in  the  downtown  area. 
The  official  Wall  Street-area  vacancy 
rate  is  16%,  a  bit  higher  than  in  mid- 
town  Manhattan.  But  forget  the  offi- 
cial rate;  when  you  count  what  is 
coming  on  the  market,  20%  or  25%  is 
more  realistic. 

Currently  vacant  space  includes 
600,000  square  feet  from  Bank  of  New 
York,  a  result  of  its  merger  with  Irving 
Trust  Co.;  600,000  square  feet  from 


the  now-defunct  securities  firm  of 
Thomson  McKinnon;  and  800,000 
from  Shearson  Lehman  Hutton.  More 
is  about  to  come  on  the  market:  1.5 
million  square  feet  from  bankrupt 
Drexel  Bumham;  another  1  million 
square  feet  Merrill  Lynch  is  giving  up 
at  its  old  headquarters;  and  some 
700,000  square  feet  that  Salomon 
Brothers  is  giving  up. 

A  little  further  out.  Chase  Man- 
hattan Bank  will  give  up  about  1  mil- 
lion square  feet  as  it  moves  back-of- 
fice operations  to  Brooklyn.  And  two 
brokers — PaineWebber  and  Donald- 
son, Lufkin  6l  Jenrette's  Pershing  di- 
vision— together  have  given  up 
500,000  square  feet  of  back-office 
space  as  they  moved  their  operations 
to  New  Jersey. 

The  first  wave  of  Wall  Street  con- 
traction followed  the  1987  crash. 
Now  there's  a  second  wave  that  in- 
cludes major  retrenchment  by  banks 
as  well.  In  a  time  of  determined  cost- 
cutting,  the  less  costly  business  envi- 
ronment across  the  water  in  Brooklyn 
and  Queens  and  in  New  Jersey  looks 
more  attractive  every  day,  particular- 
ly for  back-office  operations. 

This  is  grim  news  for  landlords,  but 
very  good  news  for  renters.  These 
days.  Wall  Street  space  is  even  look- 
ing good  when  compared  to  some 
areas  in  the  rest  of  the  country.  While 
premium  space  is  still  a  cheap  $16  a 
square  foot  in  Houston,  effective 
rents  for  premium  space  are  still  $29  a 
square  foot  in  Chicago,  $36  in  down- 
town Los  Angeles  and  $34  in  Wash- 
ington. It's  happy  shopping  for  anyone 
who  ever  wanted  the  prestige  of  a 
Wall  Street  address  but  previously 
couldn't  afford  one.  ■ 
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West  German  workers  don't  work  terribly 
hard.  German  companies,  moreover,  are 
taxed  to  the  eyeballs.  Capital-rich  West  Ger- 
many can  afford  a  welfare  state,  but  can 
its  new  eastern  countrymen? 

Ludwig  Erhard, 
where  are 


you? 


By  Peter  Fnhnnan 


Tl  be  scene:  West  Germany,  1948.  A 
country  in  ruins,  hungry, 
threadbare,  with  a  worthless 
currency,  a  broken-down  central  plan- 
ning system,  unproductive  farms  and 
millions  of  unemployed.  Onto  this 
dreary  stage  strides  Ludwig  Erhard, 
West  Germany's  postwar  finance 
minister,  a  man  who  not  only  believes 
in  the  benefits  of  a  market 
economy  but  also  knows 
how  to  run  one.  In  June 
Erhard  issues  a  series  of 
proclamations  that  sweep 
away  virtually  all  vestiges 
of  the  administered  econ- 
omy and  introduce  a  new 
hard  currency,  the  deut- 
sche  mark,  to  replace  the 
reichsmark.  The  bureau- 
crats are  horrified.  No 
planning?  The  Occupa- 
tion authorities  are 
shocked  at  this  wild  ex- 
periment. Erhard  persists 
and  puts  West  Germany 
on  the  path  to  economic 
greatness  and  prosperity 
ahead  of  the  arrival  of 
large  amounts  of  U.S. 
Marshall  Plan  money  in 
early  1949. 

The  scene:  East  Germany, 
1990.  The  roads  and  build- 
ings are  in  better  shape    

than  in  war-ravaged  western  Germa- 
ny 45  years  ago,  but  the  economy  is  an 
even  worse  mess.  Suddenly  the  politi- 
cal winds  sweep  away  the  trappings  of 
socialist  tyranny.  But  under  what 
kind  of  economic  system  will  the  16 
million  East  Germans  now  live?  A 
truly  liberal  and  competitive  free 
market  system,  like  the  one  Erhard 
(who  died  in  1977)  created?  Or  a  fac- 


simile of  what  the  West  German 
economy  became  as  it  grew  rich — 
with  its  regulations,  high  taxes,  subsi- 
dies and  cartels?  There  is  no  Ludwig 
Erhard  in  sight. 

Business  tax  West  German  compa- 
nies now  pay  tax  at  rates  higher  than 
in  any  other  major  Western  economy. 
They  can  bear  the  burden  because 
profits  are  high  and  industry  is  effi- 
cient and  well  capitalized.  But  these 


Ludwig  Erhard,  West  Gennanx's  postwar  finance  minister 
Today  his  coutitry  rejects  his  tough,  free-market  policies 


high  taxes  will  hardly  be  bearable  for 
East  German  firms,  which  need  to 
build  a  base  of  equity  and  capital  for 
investment  and  restructuring.  The 
West  German  Economics  Ministry 
understands  this.  It  proposed  lower 
corporate  tax  rates  for  East  Germany. 
But  this  was  shot  down  by  a  Finance 
Ministry  worried  that  West  German 
companies  would  then  demand  a  low- 


ering of  their  tax  rates. 

Labor  cartels.  West  Germany  main- 
tains an  elaborate  licensing  system 
that  effectively  limits  access  to  most 
service  sector  professions.  To  open 
your  own  business  in  fields  like 
plumbing,  baking,  auto  repair  or  ac- 
counting, you  need  first  to  spend 
years  as  an  apprentice,  and  then  pass 
qualifying  examinations.  This  can 
take  as  long  as  eight  years. 

East  Germany,  with  its  underdevel- 
oped service  sector,  needs  self- 
employed  people  immediately  in  all 
these  key  fields.  Yet  the  West  German 
government,  under  pressure  at  home 
from  service  profession  trade  groups, 
has  said  it  will  not  relax  the  require- 
ments for  East  Germany. 

Meanwhile,  West  Germany's  pow- 
erful labor  unions  are  already  moving 
to  take  over  their  counterparts  in  the 
East.  The  unions  want  to  guarantee 
East  German  workers  a  37-hour  week 
and  minimum  vacations  of  five  weeks 
a  year. 

Government -run  monopolies.  West 
Germany's  government-owned  postal 
and  telecommunications  monopoly, 
the  Deutsche  Bundespost,  will  almost 
certainly  be  given  the  same  right  to 
operate  free  of  competition  in  East 
Germany.  The  Bundespost's  charges 
arc  among  the  highest  in 
the  world.  Long-distance 
alls,  for  example,  are 
more  than  three  times  the 
price  in  the  U.S.  A  normal 
domestic  letter  costs  59 
cents  to  mail.  Prices  in 
East  Germany  will  likely 
be  set  at  the  same  level, 
despite  a  per  capita  in- 
come level  70%  below 
that  in  West  Germany. 

RegulatiotLs.    The   speed 
imit  on  the  autobahn  is 
about  the  only  thing  that 
goes  unregulated  in  West 
Germany.  In  the  trucking 
industry,  for  example,  the 
government   forces   most 
truckers  to  make  their  re- 
turn trips  empty.  Artifi- 
cially high  trucking  fees 
will  do  little  to  encourage 
cheap  and  efficient  trans- 
port in  East  Germany. 
—        Another  sore  spot  is  a 
German   regulation    that    sets 
the  country, 
at  I 
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West 

shopping  hours  across 

Shops  must  close  on  Sundays, 

p.m.  on  Saturdays,  and  by  6:30  each 

weeknight,    except    Thursdays.    For 

East  Germans,  having  the  shopping 

law  apply  in  their  country  will  deny 

them  a  real  chance  to  build  a  strong 

retail  industry  in  competition  with 

that  in  the  West. 
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The  West  German  government 
doles  out  $45  billion  a  year  in  domes- 
tic subsidies.  That's  3.6%  of  gnp, 
three  times  the  level  in  the  U.S.  In  the 
coal  mines  and  shipyards,  govern- 
ment payouts  total  more  than 
$15,000  annually  per  worker.  Farmers 
do  almost  as  well.  The  agricultural 
subsidies  and  protection  will  likely  be 
expanded  to  East  Germany's  900,000 


farmers.  This  would  push  food  prices 
quickly  to  West  German  levels. 

In  dealing  with  these  problems, 
German  Chancellor  Helmut  Kohl 
lacks  the  free  hand  that  Ludwig  Er- 
hard  had.  Erhard  didn't  have  to  run  for 
office  at  the  time.  Kohl  does.  Accord- 
ing to  a- senior  official  at  the  Econom- 
ics Ministry  in  Bonn,  Kohl  is  worried 
that  allowing  a  more  open  free-mar- 


ket system  in  East  Germany  might 
cost  him  votes  in  the  forthcoming 
pan-German  election. 

Thanks  to  Erhard's  free-marketeer- 
ing,  West  Germans  can  afford  a  wel- 
fare state  in  1990.  Thanks  to  nearly  a 
half-century  of  socialism,  eastern 
Germany  cannot.  Political  unity  is  al- 
ready well  along;  economic  unity  is 
going  to  be  a  tougher  nut.    ■ 


Central  Europe  is  an  enormous,  car- 
starved  market.  General  Motors  storms  for- 
ward while  Ford  hangs  back. 

A  tale  of 
two  strategies 


By  Peter  Fahrman 


IN  A  BOLD  six-month  blitz  begin- 
ning in  January,  General  Motors 
has  stormed  across  the  Elbe  River 
and  into  the  heart  of  Central  Europe. 

GM  is  certainly  aware  that  Eastern 
Europeans  lack  the  hard  currency  nec- 
essary to  buy  its  made-in-Germany 
Opel  cars.  It  neatly  solves  the  problem 
by  planning  to  build  Opel  engines  in 
Hungary  with  a  local  partner  for  ex- 
port to  the  Western  European  plants; 
the  engines  will  be  swapped  for  Opels 
to  be  sold  in  Hungary.  General  Motors 
plans  a  similar  move  in 
Czechoslovakia. 

In  East  Germany,  now 
awash  with  rock-hard  deut- 
sche  marks,  cm  Europe  has 
started  up  a  joint  venture  with 
AWE,  an  automobile  company 
that  has  been  turning  out 
clunky  little  Wartburg  cars. 
The  CM  venture  will  assemble 
10,000  Opels  from  kits  in  the 
next  12  months,  with  the  pros- 
pect of  a  full-fledged  Opel  as- 
sembly plant  following  in  a 
few  years'  time. 

So  far  GM  has  signed  up  300 
dealers  in  East  Germany  and 
expects  to  have  100  more  by 
year-end.  So  what  if  most  deal- 
erships are  now  just  roped-off 
areas  on  some  empty  lots  with 


bright  yellow  Opel  pennants  flutter- 
ing and  a  few  Opel  models  parked  in  a 
line?  The  East  Germans  are  standing 
in  line  with  their  eyes  glistening,  and 
CM  says  it  already  has  sold  10,000 
new  cars. 

"We  have  to  get  in  [to  Eastern  Eu- 
rope] fast  or  lose  out,"  says  Jack 
Smith,  who  built  the  extremely  prof- 
itable European  operation  and  was  re- 
warded with  the  number  two  ranking 
at  GM  in  Detroit,  vice  chairman. 

The  company's  market  research 
shows  that  a  new  car  is  now  the  most 
sought-after  consumer  durable  in  East 


Derek  Hudson/Sygma 


GM  Opels  on  sale  in  East  Germany 
"We  have  to  get  in  fast  or  lose  out.' 


Germany,  gm  projects  sales  of 
500,000  new  cars  per  year  in  East  Ger- 
many by  1992,  rising  to  700,000  per 
year  by  the  end  of  the  decade.  Opel 
people  figure  they  can  grab  25%  of  the 
East  German  market,  well  below 
Volkswagen's  projected  45%,  but  far 
ahead  of  archrival  Ford. 

So  what's  Ford  doing?  Holding 
back.  "We  think  there  will  be  lots  of 
economic  dislocation,  and  don't  see 
the  new  car  market  developing  as 
quickly  as  they  do,"  says  Duncan 
Rooke,  who  heads  up  Ford's  sales  ef- 
fort in  East  Germany.  Ford  has  just 
announced  plans  for  its  first  factory  in 
Eastern  Europe,  an  auto  parts  plant  in 
Hungary.  But  it  has  lined  up  fewer 
than  100  dealers,  a  third  the  cm  total 
in  East  Germany  alone. 

"There  are  a  lot  of  false  expecta- 
tions about  Eastern  Europe,  and  no 
reason  to  think  that  just  because  we 
aren't  the  first  ones  into  the  market, 
we  will  be  shut  out,"  explains  Bruce 
Blythe,  Ford  of  Europe's  vice  presi- 
dent-business strategy. 

Behind  the  dramatically  different 
strategies  are  sharply  distinctive  Eu- 
ropean personalities,  gm  Europe, 
while  it  has  a  British  unit,  Vauxhall, 
is  basically  a  German  company.  The 
drive  into  Eastern  Europe  is  being 
plotted  from  Opel  headquarters  near 
Frankfurt. 
Ford  of  Europe,  by  contrast,  is  in 
many  ways  thoroughly  Brit- 
ish, having  opened  its  first 
plant  in  Europe  in  1911,  just 
outside  Manchester.  Ford  of 
Europe  is  based  in  Brentwood, 
a  London  suburb.  From  Brent- 
wood, Eastern  Europe  looks  a 
distant,  downtrodden,  politi- 
cally volatile  place. 

Ford,  too,  is  still  digesting 
Jaguar,  its  $2.5  billion  acquisi- 
tion, with  much  work  to  be 
done — designing  new  models, 
modernizing  the  plant,  strug- 
gling with  the  unions.  Jaguar 
represents  a  move  by  Ford  to 
get  a  bigger  piece  of  the  world 
market  for  luxury  cars.  Ford  is 
more  interested  in  that  than  in 
getting  an  early  foothold  in 
mass  markets  in  the  East.  ■ 
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UFE  IS  FUU 

OF  COMPROMISES 
YOURCARAGE 

SH0ULDN7  BE. 


You  want  a  sporty  car,  but  then  fam- 
..y  and  practicality  intervene,  and  you 
nd  up  with  a  station  wagon  instead. 

Or  you're  detennined  to  get  a  safe 
ar,  which  you  do,  but  it  turns  out  to 
e  all  work  and  no  play  and  you  end  up 
ored  with  it. 

The  examples  are  quite  real  and  are 
arked  in  garages  everywhere. They're 
Iso  an  excellent  illustration  of  what 
rives  people  into  a  Saab  9000S. 

The  9000S  is,  hrst  and  foremost,  a 
ports  sedan.  It's  powered  by  the  largest 
Qgine  Saab  ever  built  —  a  computer- 
riven,  16-valve  powerplant  with  an  an- 
2Stry  traceable  to  the  Saabs  that  once 
)amed  Europe's  toughest  rally  circuits. 

Its  suspension  is  extraordinarily  ag- 
e,and  its  anti-lock  braking  system  taxes 
rie  panic  out  of  panic  stops.  Overall  han- 
ling,  wrote  Motor  Trend,  is  "exemplary" 

But  unhke  many  sporty  cars,  you 
Dn't  have  to  abandon  practicahty  for  per 


formance.The  9000S  is  the  only  European 
import  to  meet  EPA  specifications  as 
a"Large"car  based  on  interior  space.  Its 
trunk  is  62%  larger  than  the  Acura 
Legend's.  And  when  you  fold  down  the 
rear  seat,  there's  enough  cargo  space  for 
a  six-foot  sofa  or  full-size  refrigerator. 

But  unlike  many  roomy  cars,  the 
9000S  doesn't  burden  you  with  a  vehicle 
of  barge-like  proportions.  Despite  all 
those  cubic  feet  of  sheer  practicahty  it's 
3.9"  shorter  than  a  BMW  535i,  which  the 
EPA  classihes  as  a  "Compact." 

Nor  does  the  9000S  compromise 
when  it  comes  to  passenger  safety 

In  fact,  according  to  the  Highway 
Loss  Data  Institute,  an  organization  of 
over  250  insurance  companies  that  mon- 
itors safety  through  actual  accidents  out 
on  the  road,  9000-Series  Saabs  are  the 
safest  cars  in  their  class.  Safer  than  Volvo, 
safer  than  Mercedes-Benz. 

All  that  comes  with  an  eight-speaker 


AM/FM  stereo/cassette  system,  elec- 
trically heated  seats,  a  dnver's-side  air 
bag,  and  virtually  ever>'  amenity  imag- 
inable—including some  you  probably 
wouldn't,  such  as  an  air  filtration  sys- 
tem that  helps  weed  out  pollen. 

And  at  $25,495,*  the  9000S  costs 
substantially  less  than  many  of  its  one- 
dimensional  rivals. 

Of  course,  there  are  other  ways  to 
crowd  all  these  automotive  virtues  in- 
to a  garage.  But  that  requires  a  multi- 
car  garage. 

We  suggest  a  multi-car  car  instead: 
the  9000S,  which  is  now  at  your  nearest 
Saab  dealer,  awaiting  your  test  drive. 


flOS  MSRP:  S25,49S,  excluding  taxes,  license,  tieight,  dejler  charges  and  options.  Pnce  subicct  to  change,  c  19V0  Saab-Scania  of  America,  Inc. 


WE  D0N7  MAKE  COMPROMISES. 
WE  MAKE  SAABS. 


3VisaU.S.A.Inc.l990 


If  this  is  liowyour 
customers  aie  paying, 


Is  your  business  paying  too  liigh  a  discount 
rate  for  the  "privilege"  of  accepting  American 
Express?  Now  the  Visa  Profit  Improvement 
Calculator  can  help  you  quickly  determine 
how  much  more  profitable  your  business  could 
be  while  providing  you  with  simple  steps  to 
help  you  turn  a  bigger  profit. 

Call  the  toll-free  number  above  to  receive 
your  free  copy  of  the  Profit  Improvement 
Calculator.  It  will  show  you  how  much  it's 


really  costing  you  to  accept  American  Express. 
And  along  with  the  calculator,  we'll  include 
some  no-nonsense  strategies  for  improving 
your  overall  profit. 

One  obvious  strategy  is  to  shift  your  Amer- 
ican Express  transactions  to  more  profitable 
payment  options,  including  Visa.  You'll  learn 
how  to  do  this  without  jeopardizing  sales  vol- 
ume. Another  strategy  is  to  negotiate  a  lower 
discount  rate  from  American  Express.  We'll 


caU  800-VISA-5n 

and  well  show  you  how 
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VISA 


Profit  ImpiDvement  Calculator 


give  you  solid  facts  you  can  use  in  these  nego- 
tiations—facts that  make  American  Express's 
higher  discount  rate  hard  to  justify 

For  example,  did  you  know  American 
Express  has  only  one-fifdi  as  many  cardhold- 
ers as  Visa— and  only  half  as  many  cardhold- 
ers with  household  incomes  over  $50,000? 
Or  that  most  American  Express  cardholders 
carry  a  Visa  card  they  could  use 'instead, 
increasing  your  profits?  Have  you  calculated 


the  cost  of  waiting  longer  for  American  Ex- 
press to  pay  for  your  sales  drafts?  Our  Profit 
Improvement  Calculator  will  help  you  turn 
these  facts  to  your  advantage. 

Remember,  other  merchants— perhaps 
your  competitors— will  soon  be  calculating 
their  new  profits.  Don't  miss  your  turn.  Call 
Visaat800-VISA-511. 


Ife  everyw^eneyou  wanttobe 


On  the  Docket 


By  voiding  clauses  that  impede  the  govern- 
ment's ability  to  go  after  the  thrifts'  liability^ 
insurance  plans,  courts  are  spreading  the 
costs  of  the  S&L  bailout  to  insurers — and, 
ultimately,  to  consumers. 

Everybody  pays 


By  James  Lymis 


IF  YOU  Still  think  you  want  to  join 
a  big  corporate  board,  think  again. 
Back  in  the  good  old  days,  an 
invitation  to  become  a  director  was 
considered  an  honor — a  tangible,  and 
often  lucrative,  symbol  of  having 
made  it  to  the  top.  But  in  recent  years 
board  membership  has  also 
meant  automatic  entry  into  an- 
other sort  of  club — the  brother- 
hood of  corporate  defendants. 

Throughout  the  1980s,  liability 
claims  filed  by  directors  with 
their  insurers  jumped  between 
5%  and  15%  per  year.  As  litiga- 
tion and  claims  have  mounted,  so 
have  the  premiums  companies 
have  paid  for  directors'  and  offi- 
cers'— or  D&.C) — liability  insur- 
ance. The  Wyatt  Co.,  a  Chicago- 
based  actuarial  and  consulting 
firm,  says  premiums  rose  almost 
thirteeniold   between    1984  and 

1988,  primarily  as  a  result  of 
shrinking  capacity  in  the  tradi- 
tional insurance  market. 

Very  few  things  go  up  forever, 
and  it  appears  from  Wyatt  Co.'s 
latest  data  that  d&o  insurance 
premiums  may  have  peaked.  For 

1989,  Wyatt's  d&.o  premium  in- 
dex actually  showed  a  6.5%  drop 
from  the  year  before.  Of  1,537 
organizations  surveyed,  58%  re- 
ported a  drop  in  premiums;  24%  said 
premiums  were  steady;  only  18%  ex- 
perienced an  increase. 

Good  news?  Well,  yes  and  no.  Part 
of  what's  happening  is  called  the  free 
market.  When  premiums  skyrocketed 
in  the  mid-1980s,  new  players  came 
into  D&.0  underwriting.  The  predict- 
able result  was  old-fashioned  price- 
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cutting — but  at  a  time  when  the  cost 
of  defending  an  average  director's  suit 
was  reaching  $1.3  million,  up  from 
$1.1  million  in  1988  and  a  mere 
$483,000  back  in  1980.  The  insurers, 
in  short,  have  traded  profitability  for 
market  share.  That  is  good  news  only 
in  the  short  run. 
Most  positively  affected  have  been 


smaller  companies.  The  frequency  of 
claims  filed  against  corporations  with 
under  $100  million  in  assets  peaked 
in  1984  and  has  been  dropping  slightly 
ever  since.  For  companies  with  assets 
between  $100  million  and  $1  billion, 
claim  frequency  peaked  in  1987  and 
has  remained  basically  steady  for  the 
past  two  years. 


But,  for  large  corporations,  claim 
are  still  rising.  This  is  particularl 
true  for  companies  involved  in  merj 
ers,  acquisitions  or  divestitures:  W) 
att  says  these  companies  stand  mor 
than  twice  the  chance  of  being  sued  a 
those  that  choose  to  mind  their  ow 
business. 

Not  surprisingly,  insurers  aren' 
terribly  cheered  by  talk  of  softenin, 
premiums.  "Claims  experience  for  u 
is  establishing  that  premiums  are  in 
adequate  for  the  risks  assumed,"  say 
Jeffrey  Greenberg,  president  of  Na 
tional  Union  Fire  insurance  Co., 
subsidiary  of  the  American  Interna 
tional  Group.  Agrees  George  (Terry 
Van  Gilder,  a  senior  vice  president  o 
Chubb  &.  Son  Inc.,  "We  are  now  at 
disproportionately  low  place  in  th( 
market."  Together,  aig  and  Chub 
control  about  half  of  the  d&lo  insur 
ance  market. 

What  really  scares  many  insurant 
executives  is  the  likely  liability  fall 
out  from  the  savings  and  loan  mess 
Normally,  directors'  and  officers'  pol 
icies  exclude  coverage  when  a  board  i 
hit  with  a  suit  by  a  government  regu 
lator.  But  recently  several  courts  hav 
thrown  out  these  exclusions,  enablin, 
the  government  to  chase  after  a  d& 
policy  just  as  they  would  any  othe 
HuiiRK      asset. 

One  case  now  being  close! 
watched  by  insurers  is  Finci 
American  Casualty,  which  was 
decided  in  May  by  the  Maryland 
Court  of  Special  Appeals.  Finci  is 
a  former  director  of  First  Mary- 
land  Savings   &.   Loan,   a   failed 
)  I       thrift  that  was  taken  over  by  state 
1       regulators  in  1 985 .  The  trial  court 
J       found  the  state  regulators  to  be 
/        entitled  to  recover  nearly  $3  mil 
lion  from  the  thrift's  d&o  policy. 
Upholding  that  judgment,  the  ap 
peals  court  ruled  the  regulatory 
exclusions   to   be    "contrary   to 
public     policy"     and     therefore 
"void  and  unenforceable." 

American  Casualty  is  seeking  a 
review  of  the  controversial  deci 
sion  by  the  state's  highest  court 
Meanwhile,  about  20  cases  have 
considered  the  Federal  Deposit 
Insurance  Corp.'s  authority  to 
knock  out  D&.0  policy  exclu 
sions.  In  the  majority  of  these 
cases  the  courts  have  ruled  in  fa- 
vor of  the  agency. 

Striking  down  exclusionary  clauses 
doesn't  necessarily  make  good  law. 
But  it's  a  politically  expedient  way  to 
help  spread  the  cost  of  the  thrift  bail- 
out beyond  the  taxpayers  to  the  insur- 
ance companies.  They,  in  turn,  will 
pass  their  costs  on  to  the  customers. 
Everybody  will  pay.  ■ 
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A  promise  to  di^  tne  seat  oelts  out  irom  under  tl>e  seats. 


A  promise  to  reserve  comment  on  tne  latest  additions  to  your  wardrobe. 


A  promise  tnat  a  sare  world  will  mean  more  tnan  ni^ht-li^nts  and  teddy  bears. 


othing  binds  us  one  to  the  other  hke  a  promise  kept.  Nothing  divides  us  like  a  promise  broken.  At  MassMutual  we  believe 
I  keeping  our  promises.  That  way,  all  the  families  that  rely  on  us  can  keep  theirs.    kWy 


1989  Massachusetts  Mutual  Lite  insurance  Co   Sptinglield  MA  Olttl 
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Fumbles 


Doing  deals  is  easy.  Making  businesses  per- 
form is  tougher.  Tom  Tanis,  71 -year-old 
business  broker  turned  high-tech  entrepre- 
neur, is  learning  that  the  hard  way. 


Oops 


By  Fleming  Meeks 


A  YEAR  AGO  a  reporter  found  it 
difficult  to  get  Thomas  Tanis 
b  Sr.  off  the  telephone.  Tanis 
was  bursting  with  enthusiasm  over 
the  prospects  of  World-Wide  Technol- 
ogy Inc.,  the  company  he  and  his  son 


Tom  Jr.  had  taken  over  in  1987.  Their 
strategy  was  particularly  brilliant 
compared  with  the  disastrous  perfor- 
mance of  World-Wide's  predecessor,  a 
basket  case  called  Computone  Sys- 
tems (Forbes,  Apr  6,  1987). 

What  was  Team  Tanis'  strategy? 
Deals.  Despite  a  complete  lack  of  ex- 


perience in  the  high-tech  arena,  they 
figured  they  could  snap  up  a  spate  of 
poorly  managed  companies  on  the 
cheap,  merge  them  and  turn  them 
into  moneymakers. 

Using  the  carcass  of  Computone  as 
their  vehicle,  the  Tanises  had  within 
just  18  months  spent  $20  million  on 
four  smallish  acquisitions,  all  of  them 
moneylosers.  "We've  fixed  'em  quick, 
because  if  you  don't  fix  'em  and  they 
start  bleeding,  in  a  company  this  size, 
it  gets  noticed  immediately,"  said  the 
plump  and  affable  Tanis  Sr.  of  his 
acquisitions.  Chief  Financial  Officer 
Ronald  Johnston  even  went  so  far  as 
to  predict  that  the  company  would 
earn  an  operating  profit  of  $8  million 
on  roughly  $90  million  in  revenues  in 
fiscal  1990,  ended  Mar.  31. 

"We  think  in  a  five-year  span  we 
can  build  a  $400  million  to  $500  mil- 
lion company,"  Tanis  boasted  when  a 
Forbes  reporter  visited  World-Wide's 
Radnor,  Pa.  headquarters  last  August. 
We  left  promising  to  revisit  the  Tan- 
ises after  their  company  had  put  an- 
other year  of  operating  results  under 
its  belt. 

l.cif  SkoogturiWtxjdfin  Camp 


World-Wide  Technolog)''s  Thomas  Tanis  Sr.  and  son  Tom  Jr. 
Why  are  these  men  smiling? 
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A  lot  can  happen  in  a 
year.  Today  Tanis  Jr.,  who 
has  worked  at  his  father's 
side  for  most  of  the  past 
15  years,  comes  to  the 
phone  only  reluctantly  to 
discuss  his  company,  and 
who  can  blame  him?  Far 
from  earning  anything, 
World-Wide  saw  losses 
rise  more  than  twelvefold, 
to  nearly  $5  million,  last 
year,  on  revenues  of  $48 
million.  A  big  subsidiary 
is  now  in  bankruptcy,  and 
the  company  is  scram- 
bling to  replace  a  $10  mil- 
lion credit  line  that  Bar- 
clays Bank  intends  to  call 
in  September. 

What  happened?  Like 
many  would-be  entrepre- 
neurs of  the  Eighties,  Tan- 
is Sr.  seems  to  have  felt 
that  dealmaking  was 
nine-tenths  of  the  battle 
in  business.  "I've  seen  too 
many  bad  deals  in  my 
time,"  Thomas  Tanis  said 
last  year.  "I  had  no  inten- 
tion of  going  into  some- 
thing I  could  not  be  suc- 
cessful in."  The  record 
suggests,  however,  that 
little  thought  seems  to 
have  gone  into  what 
World-Wide  would  do 
with  its  acquisitions  once 
the  ink  on  the  purchase  documents 
dried.  One  strategy,  for  instance,  was 
to  pair  a  line  of  computer  monitors 
with  the  computer  boards  produced 
by  another  World-Wide  unit  and  mar- 
ket the  result  as  graphics  terminals 
for  high-performance  workstations. 
But  in  this  fledgling  market  for  high- 
end  computer  terminals,  World-Wide 
is  going  up  against  giants  like  nec. 

Before  playing  entrepreneur,  Tanis, 
a  71 -year-old  native  of  Philadelphia 
who  dropped  out  of  Wharton,  spent 
more  than  40  years  as  a  business  bro- 
ker, buying  and  selling  little  compa- 
nies for  clients  like  Plough  Inc.,  gte 
and  Whittaker  Corp.  But  in  the  1980s 
the  investment  bankers  began  tread- 
ing on  his  turf;  Tanis  and  his  son,  now 
36,  changed  strategies  and  became  ac- 
quisitors  themselves. 

After  taking  control  of  the  bankrupt 
(but  still  publicly  traded)  Computone 
in  July  1987  for  $1  million  in  cash  and 
notes,  they  immediately  shut  down 
the  company's  computer  stores,  soft- 
ware operations  and  an  insurance 
unit.  All  they  salvaged  was  a  tiny 
computer  peripherals  unit. 

Unfortunately,  the  operation's  top 
three  engineers  had  left  to  start  their 
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WurklWulc  I'n-sidoit  Jolni  Ircitag 
The  losses  are  multiplying. 


own  company  months  before  the  Tan- 
iscs  took  control.  To  woo  them  back, 
Tanis  issued  them  387,000  shares  of 
World-Wide  stock  to  buy  their  upstart 
firm,  which  had  a  book  value  of  only 
$175,000.  (Not  that  the  managers  got 
such  a  great  deal:  World-Widc's  stock 
recently  traded  at  1 '/«,  down  from  SVa 
last  August.  Total  shares  outstanding: 
6.5  million.  The  Tanises  own  roughly 
2.4  million  shares.) 

To  manage  World-Wide's  overall 
operations,  Tanis  brought  in  John 
Freitag,  now  61,  from  Whittaker 
Corp.  Freitag  was  lured  in  July  1988, 
with  options  to  buy  200,000  World- 
Wide  shares  for  a  penny  a  share.  Frei- 
tag was  well  connected  to  Saudi  Ara- 
bia, and  quickly  earned  his  keep  by 
placing  $10  million  in  convertible 
preferred  stock,  at  $8  a  share,  with 
Brisco  Investments,  an  Isle  of  Man- 
based  firm  apparently  controlled  by 
one  of  his  Saudi  connections.  World- 
Wide  has  since  accrued  $1.5  million 
in  unpaid  dividends  on  the  private 
placement. 

World-Wide  used  more  than  half 
the  Brisco  cash,  plus  $7.7  million  in 
notes,  to  buy  ailing  Princeton  Graph- 
ics,   a   U.S.    designer   and   marketer 


■^  J     of     computer     monitors. 
'^^^     Princeton's  operating 

losses  came  to  nearly  $1 
million  last  year. 

Shortly  after  the  Prince- 
ton acquisition  the  Tan- 
ises scooped  up  some- 
thing called  CYMA,  which 
makes  accounting  soft- 
ware, from  McGraw-Hill 
for  $200,000  in  cash  and 
$800,000  in  notes.  They 
claim  CYMA  is  operating 
profitably. 

World-Wide  also  started 
another  software  compa- 
ny. Lynx  Software,  in 
March  1989.  Despite  the 
fact  that,  as  of  last  Au- 
gust, the  first  product  had 
yet  to  be  determined,  Frei- 
tag at  that  time  insisted 
that  Lynx  would  break 
even  on  the  year.  In  fact. 
Lynx  just  began  shipping 
products  in  May. 

In  1989  Tanis  Sr.  decid- 
ed to  buy  Denison  Indus- 
tries, a  Texas-based  alu- 
minum foundry  whose 
business  was  mainly  with 
the  defense  industry.  Ex- 
plaining this  $4.6  million 
acquisition,  Tanis  said, 
"Wc  planned  all  along  to 
have  a  defense  electronics 
group" — the     idea     being 

that  Denison  would  give 

World-Wide  Technology  a  chance  to 
get  its  feet  wet  in  the  defense  procure- 
ment process.  At  a  trade  show  last 
October,  Tanis  Jr.  boasted  to  Forbes 
that  Denison  had  already  gone  into 
the  black. 

Maybe  so.  But  just  14  months  after 
its  acquisition,  the  division  has  filed 
for  Chapter  II.  Losses  and  writeoffs 
on  it  now  exceed  $4  million,  and 
World-Wide's  so-called  Defense  Prod- 
ucts Group  has  been  folded. 

What's  next  for  the  Tanises?  For 
now,  their  biggest  challenge  will  be  to 
scrape  up  enough  cash  to  keep  the 
company  from  resubmerging  in  Chap- 
ter 11,  an  unenviable  task. 

Last  August  Tom  Tanis  Sr.  ex- 
plained why  people  should  believe  in 
his  ability  to  string  together  unprofit- 
able acquisitions  into  a  profitable 
company.  "Look  at  our  track  record," 
Tanis  urged.  "It's  not  very  long,  but 
we've  accomplished  an  awful  lot  in  a 
short  amount  of  time."  And  it  was 
true:  He  had  done  a  lot  of  deals.  But  he 
lost  sight  of  the  fact  that  the  difficult 
part  of  an  acquisition  typically  comes 
after  the  deal  has  been  cut.  That's  true 
for  small  businesses  as  well  as  for  big 
ones.  ■ 


49 


The  Up  &  Comers 


^la^ 


Niches 


John  Latendresse  ran  away  from  home 
and  was  helping  gamblers  hock  their  jewel- 
ry when  he  began  to  learn  about  pearls. 
Today  Japans  pearl  industry  depends 
on — and  fears — him. 

Shell  game 


By  Lisa  Gubemick 


John  Latendresse  doesn't  want  to 
hear  about  how  Japanese  cameras, 
cars  and  vcrs  are  flooding  the  U.S. 
He's  doing  his  own  bit  to  chip  away  at 


the  trade  imbalance. 

"If  it  weren't  for  this  shell,"  he  says, 
fingermg  a  thick  mussel  shell  just 
pulled  up  from  a  Tennessee  lake,  "the 
Japanese  wouldn't  have  any  pearls." 

He's  right.  Although  80%   of  the 


world's  cultured  pearls  are  made  in 
Japan,  at  the  center  of  just  about  every 
one  IS  a  tiny  piece  of  shell  formed  in 
the  depths  of  an  American  lake  or 
river.  Latendresse,  64,  supplies  more 
of  those  shells  than  anyone  else.  His 
privately  owned  Tennessee  Shell  Co., 
Inc.  (projected  1990  revenues,  $16 
million)  IS  headquartered  in  Camden, 
Tenn.,  a  village  about  two  hours  from 
Nashville. 

Last  year  Latendresse  shipped  6.2 
million  pounds  of  shells  to  Japan, 
roughly  40%  of  the  total  imported. 
Once  there,  the  mussel  shells  are 
sliced,  diced  and  milled  into  beads, 
which  are  then  inserted  into  the  counr 
try's  renowned  Akoya  oysters.  The 
Akoya  oysters  treat  the  beads  as  an 
irritant,  coating  them  with  the  opal- 
escent nacre  that  gives  the  gems  their 
iridescence. 

Why  American  mussels?  After 
years  of  experimentation,  the  Japa- 
nese discovered  that  those  shells, 
which  won't  grow  in  Japanese  waters, 
are  less  likely  to  be  rejected  by  Japa- 


Tetitiessee  Shell's  John  Latendresse 

If  it  weren't  for  American  shells,  the  Japanese  wouldn't  have  pearls. 
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INCREASING 

OUR  VALUE  TO 

YOU  WITH 

EARLY 

INVOLVEMENT 

IN  YOUR  NEW 

BUILDINGS. 


■i^i 


Johnson  Controls  was  part 
of  the  design  team  for  the 
20,000  seat  Bradley  Center 
sports  complex  in  Milwau- 
kee, Wl.  Our  own  employees 
now  service  and  operate 
the  HVAC  mechanical 
equipment,  temperature 
control,  lighting,  fire  alarm, 
closed  circuit  television 
systems  we  designed  and 
installed. 


It's  smart  business  to  make  the 
Facility  Management  System  part 
of  your  new  building  specifications 
early  in  the  planning  stage.  It  can 
be  better  integrated  with  your  basic 
design,  be  compatible  with  im- 
mediate and  future  building  needs 
and  be  installed  on  a  timely,  more 
economical  basis. 

It's  even  smarter  to  make  Johnson 
Controls  your  Facility  Management 
System  partner  Negotiated  early, 
a  contract  gives  you  more  flexibility 
than  a  rigid  bidding  process.  As 
your  design  matures,  you  can  make 
changes  more  economically. 

Johnson  Controls  offers  you  more 
than  100  years  of  experience  in 
the  design,  installation,  mainte- 
nance and  operation  of  environ- 
mental systems.  Plus  Metasys™- 
the  advanced  control  technology 
designed  to  serve  you  now  and 
for  years  to  come. 


Our  teams  of  skilled  professionals 
are  at  your  service  in  160  branch 
offices  throughout  North  America. 
Even  if  you're  a  geographically  di- 
versified developer,  we're  in  your 
hometown  around  the  world.  And 
we'll  remain  there  long  after  your 
building  is  upand  running.  .  .to  be 
sure  it  stays  that  way. 

The  sooner  you  call  Johnson 
Controls,  the  more  valuable  we  can 
be  to  you.  For  more  information, 
give  us  a  call  at  1-800-972-8040. 
In  Wisconsin,  call  1-800-472-6533. 
Or  write,  Johnson  Controls,  Sys- 
tems and  Services  Division,  C19, 
Milwaukee,  Wl  53201-0423. 


©  1990  Johnson  Controls,  Inc. 
JC9076C 


JQHNSON 

contrIls    ,  ^^ 


LL 


Now  that  everyone  agrees  how  a  computer  should  woi 


Judging  by  what  you  see  on  magazine  covers  these 
days,  the  world  now  wants  wiiat  the  Macintosh*  computer 
has  always  had.  And,  suddenly  the  idea  that  a  personal 
computer  should  be  easy  for  people  to  use  has  been  embraced 
by  virtually  every  major  pla}«r 

Well,  since  "Mac-like"  is  the  promise  on  every  lip,  diis 
might  be  a  good  time  to  point  out  just  what  a  Mac^  is  like. 

Wliat  makes  a  Macintosh  a  Macintosh  is  more  than 
cheerliil  icons,  a  mouse,  pull-down  menus  and  other  sur- 
face manifestations.  Because  a  Macintosh  is  a  Macintosh 
from  the  inside  out.  Conceived  from  the  chip  up  to  work 
intuitively  and  visually 

Because  it's  tmly  consistent,  the  entire  family  of 
Macintosh  personal  computers  all  run  the  same  software 
with  identical  point-and-click  simplicity 


Because  it's  a  true  system,  Macintosh  printers  and 
other  peripherals  all  connect  together  quickly  and  logical£j 
Just  plug  them  in  and  turn  them  on. 

Because  we  engineer  both  the  hardware  and  its  op(  \^ 
ating  software,  Macintosh  runs  with  the  smooth  speed  an 
precision  you'd  expect  from  any  perfectly  integrated  desigi 

And  because  Macintosh  isn't  a  "graphical "shell  graft 
on  top  of  a  character-based  system,  it  doesn't  expend  lots 
expensive  computing  power  trying  to  do  something  it 
wasn't  designed  for 

Which  is  why  for  less  than  it  usually  costs  to  buy  th 
software  and  the  high-end  hardware  needed  for  a  Mac  lo 
alike,  you  can  have  the  true  article. 

Instead  of  making  do  with  a  handftil  of  graphiciza 
programs,  you  can  choose  from  the  thousands  of  highl^ . 


*  The  figures  (km  l  mmefirmi  m.  Thy'refirmi  ci  1990  study  comhicted  try  Piagnaslic  Research.  Inc ,  among  Fortune  1000  MIS  managers  and  business  compukr  users.  Callarui  uv' II  send  you  a  a^ 
©  1990  Apple  Oimputer  Inc  Aj)pk'.  the.^iple  logo.  .Mac.  and  Madnl(K^h  are  regislered  Irade/narks,  and  SuperDrive  and  "The  power  lo  be  your  besl"  are  Irudemarks  of  Apple  Computer  Inc. 
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I    tryte  only  one  that  actually  works  thatway 


Dvative  business  applications  developed  specifically  for 
!intosh  over  the  last  seven  }«ars.  And  instead  of  patiently 
fwing  the  long  path  from  \€sterdays  MS-DOS  to  Windows 
ffie  interim  and  to  OS/2  in  the  someday  you  can  make 

simple  step  to  Macintosh. 
j^l  The  benefits  of  that  step,  according  to  a  new  indepen- 
'^^  t  study* by  Diagnostic  Research,  Inc.,  are  considerable. 
^^    It  seems  when  people  have  a  machine  that  works 
ople  do,  they  get  more  done  with  it.  Information  man- 
's in  the  study  gave  Macintosh  productivity  ratings 
were  32%  higher  than  for  PCs  running  Windows, 
h  in  practical  terms  is  like  getting  almost  two  extra 
per  week,  or  17  more  weeks  out  of  a  year 
Meanwhile,  what  would  you  sacrifice  by  making  the 
'Mige  to  Macintosh? 


Not  your  PC  files.  Ever}'  Macintosh  equipped  with  an 
Apple"  SuperDrive'"disk  drive  moves  iiiormation  easily  tetween 
a  Macintosh  and  an  MS-DOS  or  OS/2  PC  on  industry-stan- 
diird,  3 '/2-inch  floppy  disks. 

And  not  your  PC  programs,  either  Widi  products  like 
Mac286  a  Macintosh  can  run  virtually  any  DOS  application. 
We  invite  you  to  call  800-538-9696,  ext.  875,  for  the  names 
of  yaur  nearest  authorized  Apple  resellers. 

Then  come  in  and  see  what  inspired  the  monumental 
changes  you've  been  reading  about 

After  aU,  now  that  everybody  else  is  trying  to  sell  you  a 
Macintosh,  maybe  you  should  buy  one. 


The  power  to  be  your  best 


9  and  Windouis  are  registered  trademarks  of  Microsoft  Corporation.  OS/2  is  a  registered  trademark  of/nterruUional  Business  Machines.  Inc.  Mac2H6  is  a  trademark  of  Orange  Micro,  Inc. 
'i  1  1000  includes  Fortune  500  and  Fortune  Service  500,  which  are  registered  trademarks  of  Time.  Inc.  Reprinted  from  PC  Magazine  9/12/89  and  K  Vlfeek  10/30/89  ©  1989  ZiffCommunicatums  Co 
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i/^tV/  ^///r/'  working  ci  Tennessee  lake 
Latefulresse  established  the  closest  ties. 


nese  oysters  and  will  produce  more 
uniform  pearls. 

Born  in  South  Dakota,  Latendresse 
is  an  unlikely  pearl-meister.  He  left 
home  at  13  and  lied  about  his  age  so 
that  he  could  join  the  Marines  at  15. 
He  fell  upon  the  gem  business  while 
doing  a  stint  in  a  cashier's  booth 
in  Reno,  Nev.,  after  leaving  the 
service. 

"We  had  people  hockmg  their 
jewelry  to  get  more  money  to 
gamble  with,"  Latendresse  ex- 
plains, "and  we'd  have  to  call  a 
retail  jeweler  to  make  an  apprais- 
al." Latendresse  became  fascinat- 
ed by  one  of  the  more  arcane  fac- 
ets of  the  American  gem  busi- 
ness, freshwater  American 
natural  pearls,  and  went  into 
business  for  himself. 

In  the  mid-1950s,  he  traveled  — 
the  Mississippi  River  Valley  buying 
gems  from  the  pearl  harvesters  and 
selling  them  to  wholesalers.  That 
business  doesn't  exist  anymore  in  the 
U.S.,  because  of  pollution  and  the 
damming  of  rivers.  As  a  result,  neck- 
laces of  round  American  natural 
pearls  are  extremely  rare;  they  can  be 
worth  over  $100,000.  By  contrast,  a 
strand  of  cultured  pearls  of  reasonable 
quality  starts  at  around  $1,000. 

In  his  travels  Latendresse  discov- 
ered the  pearl  harvesters'  primary 
business:  selling  mussel  shells  to  bro- 
kers, who  in  turn  shipped  them  to 
button  manufacturers  as  well  as  to 
Japan.  At  the  time,  the  shell  industry 
was  dominated  by  small,  family-run 
businesses.  Latendresse  figured  that  if 
he  out-hustled  the  family  firms  he 
could  get  a  piece  of  the  action. 

Latendresse     made      two     smart 


moves.  First,  he  took  on  a  Japanese 
partner  (since  bought  out  of  the  busi- 
ness) to  help  maintain  the  relation- 
ships with  the  Japanese  pearl  compa- 
nies. Second,  he  established  close  ties 
with  the  shell  diggers  along  the  river. 
(Divers  now  do  the  job.) 


An  American  mussel  shell 

Sliced,  diced  and  turned  into  pearls. 


"He  (Latendresse)  hustled  up  and 
down  the  rivers  and  was  just  more 
aggressive  about  establishing  rela- 
tionships with  the  divers  than  anyone 
else,"  explains  Einie  Blumenfeld,  a  re- 
tired Tennessee  shell  dealer. 

By  the  mid-1960s,  Latendresse 
dominated  the  business. 

Although  shells  are  still  his  main 
source  of  income,  Latendresse  has 
started  to  take  on  the  Japanese  at  their 
own  game.  Over  the  last  decade  La- 
tendresse has  been  perfecting  a  meth- 
od of  producing  cultured  pearls  here. 
He  hasn't  taken  on  the  biggest  mar- 
ket, saltwater  oysters.  Instead,  he's 
moved  into  the  area  where  the  Japa- 
nese are  weakest,  freshwater  pea'rls 
cultivated  from  mussels.  A  strand  of 
cultivated,  round  freshwater  pearls  is 
roughly  equivalent  in  price  to  a  strand 
of  saltwater  pearls  of  similar  weight 


and  quality.  Today  Latendresse  has 
five  mussel  farms  scattered  through 
the  South,  each  guarded  by  an  armed 
sentry  and  marked  with  buoys  labeled 
"Warning:  Biological  Experiment,  un- 
derwater OBSTRUCTION."  The  mus- 
sels are  seeded  in  his  three  pearlmak- 
ing  laboratories — brightly  lit  trailers 
where  young  men  and  women  in 
white  lab  coats  spend  eight  hours  a 
day  tweezing  open  mussel  shells  and 
inserting  mussel-tissue-wrapped  shell 
fragments  into  the  meat. 

The  majority  of  the  pearls  Laten- 
dresse produces  are  used  in  his  own 
jewelry-manufacturing  operation, 
also  based  in  Camden.  He  wholesales 
pieces  to  a  variety  of  outlets,  includ- 
ing Service  Merchandise  stores  and 
Jewel  Masters,  a  76-store  chain  based 
in  West  Palm  Beach,  Fla.  The  pieces 
range  from  a  $50  pendant  to  a  $5,000 
pearl-and-diamond  brooch. 

So  far,  however,  the  most  popular 
pearl  product  has  eluded  him — he's 
been  unable  to  produce  uniformly 
round  pearls  for  necklaces  in  suffi- 
cient quantity  to  have  an  impact  on 
the  market.  That  may  be  changing 
soon,  though.  By  next  summer,  Laten- 
dresse claims  he  will  have  harvested 
enough  uniform  pearls  to  bring  his 
first  necklaces  to  market. 

The  Japanese  pearl  growers 
aren't  at  all  pleased  with  the  new 
competition.  "We  have  to  depend 
on  him  for  our  supply  of  shells," 
says  Koichi  Takahashi,  a  New 
York-based  vice  president  for  Mi- 
kimoto  Pearls,  "but  we  are  angry 
that  he  claims  he  is  making 
pearls  that  are  better  than  the  Ja- 
panese." Mikimoto  has  tried  to 
harvest  freshwater  mussels  in 
several  Chinese  rivers,  but,  Taka- 
hashi concedes,  they  have  yet  to 
—  generate  a  big  enough  supply  of 
shells. 

Latendresse  relishes  the  battle.  On 
a  recent  trip  to  Japan  he  met  with 
several  trade  and  government  repre- 
sentatives. "Everything  was  real  nice 
till  the  end,"  he  recounts.  Then  one  of 
the  officials  looked  at  him  accusingly: 
"  'Mr.  Latendresse,'  he  said,  'you 
know  you  are  supplying  Japan  with  so 
much  of  the  nucleus  of  our  cultured 
pearls.  And  you  know  that  the  pearl  is 
part  of  Japan's  culture.  You  really 
have  no  right  getting  involved  in  this 
business.'  " 

Latendresse  says  he  replied:  "Well, 
sir,  Henry  Ford  is  part  of  our  history, 
and  he  is  certainly  part  of  America's 
past.  Look  at  Toyota,  Nissan — just 
what  have  you  people  done  with 
Ford's  idea?"  That  response,  he  says, 
was  greeted  with  such  silence  you 
could  have  heard  a  pearl  drop.  ■ 
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Fast. 

Or  Free. 

Guaranteed. 


When  vou  drive  into  your 
CM  dealership  for  a  IVIr. 
Coodwrench  Quick  Lube  Plus, 
vou  know  vou'll  get  three 
things:  Good  parts.  Good  'n 
fast.  And  a  good  price. 

Mr.  Goodwrench  uses  GM 
Goodwrench  Motor  Oil  and  AC 
Oil  Filters.  The  right  weight  of 
oil  for  vour  kind  of  weather 
And  the  right  oil  filter  for  vour 
kind  of  engine,  Plus,  vou  get  a 
complete  10-point  mainte- 
nance check. 

You  also  get  Mr  Goodwrench's 
Fast  or  Free  Guarantee: 
If  you're  not  in  and  out  in  29 
minutes  or  less,  your  next  oil 
and  lube  is  free.  * 

Mr  Coodwrench  Quick  Lube 
Plus.  Now  at  participating 
General  Motors  dealerships, 
wherever  you  see  these  signs. 


Now  of  GM 
Dealerships. 
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*29-Minute  Guarantee  applies  to  CM  cars  and 

light  trucks 


Because  of  a  laxity  in  the  federal  law 
covering  pension  plans,  your  pension  may 
not  be  as  safe  as  you  think. 

Is  there  a  leak 

in  your  pension 

piggybank? 


By  Gretchen  Mot^nson 

IF  YOU  THINK  the  nationwide 
slump  in  commercial  real  estate 
doesn't  touch  your  in- 
vestments, you  probably  haven't 
looked  in  your  pension  plan  lately. 
For  a  pension  plan  manager  to  be  con- 
sidered prudent,  he  is  encouraged  by 
the  Employee  Retirement  Income  Se- 
curity Act  (erisa)  to  diversify  his 
portfolio.  As  a  result,  pension 
managers  usually  place  about  5% 
of  their  plans'  assets  in  real  es- 
tate,- some  go  as  high  as  20%. 
Which  means,  if  real  estate  drops 
in  value,  so  does  the  coverage  be- 
hind your  pension  plan. 

Pension  fund  assets  in  the  U.S. 
are  approaching  $3  trillion,  with 
real  estate  holdings  estimated  at 
around  $150  billion. 

What  kind  of  real  estate?  The 
larger  pension  funds  typically  in- 
vest in  private  deals  or  actually 
buy  properties  outright.  Smaller 
funds,  say  in  the  $5  million  or 
less  range,  usually  do  their  real 
estate  investing  through  public 
limited  partnerships. 

There  are  an  estimated  30,000 
of  these  smallish  pension  plans  na- 
tionwide, managing  as  much  as  $150 
billion  for  the  benefit  of  physicians, 
dentists,  lawyers,  small  business 
owners  and  their  employees.  Happily, 
the  pension  trustees  don't  usually 
make  wild  investments.  They  are 
supposed  to  stick  with  lightly  lever- 
aged income  partnerships.  But  that 
doesn't  mean  the  assets  and  income 
don't  fluctuate  in  value.  They  do. 

Take  Shurgard  Storage  Centers. 
Shurgard,  a  syndicator  that  has  raised 
$700  million  from  investors  including 
some  small  pension  funds,  is  in  the 
business  of  building  and  buying  mini 
warehouses.  Lately  an  overabundance 


of  these  warehouses  nationwide  has 
hurt  industry  revenues;  Shurgard  re- 
cently slashed  quarterly  cash  distribu- 
tions on  one  partnership  from  $12.50 
a  unit  to  $7.50. 

But  the  way  real  estate  syndicators 
keep  their  books,  they  do  not  often 
mark  their  properties  to  market.  With 
stocks  and  bonds,  by  comparison, 
market  value  is  always  used.  Thus,  a 


great  deal  of  real  estate  held  in  part- 
nerships has  declined  in  value  sub- 
stantially in  recent  years,  yet  most 
investors  believe  their  holdings  are 
worth  roughly  what  they  paid  for 
them  during  the  real  estate  heyday. 
This  can  give  a  false  sense  of  security. 

ERISA  guidelines  say  that  pension 
assets  should  be  stated  at  their  cur- 
rent market  value  "where  available." 
If  not  available,  erisa  will  accept  a 
value  determined  by  a  fiduciary;  in 
real  estate  partnerships  this  duty  gen- 
erally falls  to  the  general  partner. 

Left  to  their  own  devices,  most  gen- 
eral partners  do  not  assign  real  market 
values  to  their  partnership  holdings. 


Instead,  they  value  these  assets  either 
at  cost  or  at  a  so-called  appraised  val- 
ue, both  of  which  are,  given  the  de- 
pressed realty  market,  much  higher 
than  market  value.  In  some  cases,  tak- 
ing these  valuations  seriously  is  rath- 
er like  owning  a  stock  that  has 
dropped  in  value  but  still  counting  it 
as  worth  what  you  paid. 

Considering  that  the  property  be- 
hind a  significant  number  of  these 
partnerships  has  dropped  anywhere 
from  25%  to  75%  in  market  price,  the 
overvaluation  in  pension  fund  assets 
can  be  considerable.  For  a  model  of 
how  limited  partnerships  should  cur- 
rently be  valued,  look  at  the  most 
liquid  of  all  property  investments — 
real  estate  investment  trusts.  On  av- 
erage, publicly  traded  reits  fetch 
prices  today  that  are  about  25%  below 
their  so-called  appraised  values.  Part- 
nership interests,  because  they  are  il- 
liquid, trade  at  even  greater  discounts. 
Many  pension  account  managers 
open  their  statements  each  month  to 
find,  happily,  that  the  value  of  their 
real  estate  limited  partnerships  stands 
roughly  where  they  bought  them.  Il- 
lusion, pure  illusion. 
Does  it  much  matter?  It  could.  Pen- 
sion managers  pay  out  retirement 
benefits  based  on  the  stated  value 
of  assets  held  in  the  pension's 
portfolio.  Therefore,  if  those  as- 
sets are  carried  at  inflated  values, 
the  folks  first  in  line  at  the  bene- 
fits window  will  get  the  promised 
pensions.  The  fellow  who's  last 
in  line  might  have  to  take  a  hair- 
cut unless  real  estate  values  re- 
cover by  the  time  his  claim 
comes  due. 

As  custodians  for  pensioners 
and  prospective  pensioners,  the 
banks  or  companies  that  operate 
as  trustees  have  fiduciary  duties 
to  their  pension  plan  investors, 
which  should  include  true  valua- 
tions. But  many  avoid  that  duty 
in  this  case.  Some  of  the  largest 
trust  companies,  such  as  Denver- 
based  First  Trust  Corp.,  argue  that  it 
is  the  general  partner's  job,  not  theirs, 
to  provide  accurate  valuations. 

But  the  Bank  of  California,  a  subsid- 
iary of  Mitsubishi  Bank,  believes  its 
clients  should  know  the  real  value  of 
their  accounts.  It  recently  began  inde- 
pendently appraising  real  estate  part- 
nership units  in  clients'  pensions.  In 
one  account,  an  asset  was  marked 
down  from  $750,000  to  $250,000. 

Unless  real  estate  values  recover  in 
the  fairly  near  future,  a  lot  of  small 
pension  funds  heavily  invested  in  real 
estate  could  soon  find  themselves  in 
the  embarrassing  position  of  being 
underwater.  ■ 
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"For  1  dipt  into  the  future, 
fer  as  human  eye  could  see- 
saw the  heavens  fill  with 
commerce,  argosies  of  magic  sails." 


Alfred  Lord  Tennyson 


Ft  1 1  may  come  as  no  small  surprise 
to  some  people  that  NASA  is  in  a 
State  of  Change.  Literally.  Right 
here  in  Mississippi. 

In  1961,  NASA  made  the  decision 
to  build  its  Mississippi  Test  Facility  in 
jouth  Mississippi.  Today,  known  as  the 
Stennis  Space  Center,  the  facility  is  a 
iprawhng  13,480-acre  space  shuttle 
>ngine  testing  laboratory  and  scientific 
hink  tank  with  over  5,500  employees 
)roviding  support  services  to  19  resi- 
lent  federal  and  state  agencies. 

Success  breeds  success.  Earher 
his  year  NASA  made  the  decision  to 
ocate  yet  another  facility  here,  in 
tortheast  Mississippi.  This  team  effort 
letween  Lockheed  and  Aerojet  will  be 
state-of-the-art  solid  rocket  motor 
ssembly  plant  to  implement  NASA's 
million  dollar  program  to  build  the  next 
feneration  of  rocket  boosters  for  our 
pace  shutde  program.  John  McMahon, 
resident  of  Lockheed  Missiles  &  Space  Company,  says:  "Our  reception 
lere  has  been  overwhelming.  We  plan  to  hire  most  of  our  work  force 
om  the  region." 

Our  labor  force  is  one  of  the  most  important  reasons  NASA  chose 
lississippi  twice.  Roy  S.  Estess,  director  of  the  Stennis  Space  Center,  says, 
Nt  have  a  skiDed  work  force  here  diat  is  second  to  none.  It's  the  difference 


between  just  doing  a  job  and  doing  the 
bestjob  they  can." 

Mississippi  is  indeed  the  State  of 
Change.  Like  NASA,  it  wasn't  too  many 
years  ago  that  we  embarked  on  a  mis- 
sion. A  mission  of  excellence  in  every 
area  from  education  to  economic  devel- 
opment. And  the  progress  we've  made 
is  nothing  short  of  extraordinary. 

Wc  have  one  of  the  most  aggressive 
and  progressive  education  reform  pro- 
grams in  the  country.  And  more  reforms 
arc  in  the  works. 

We've  reorganized  our  state  and 
county  governments  to  increase  effi- 
ciency. We've  created  some  unusual 
economic  development  incentives  in- 
cluding tax  credits  for  training  and  day 
care,  plus  a  variety  of  community- 
based  programs. 

According  to  Estess,  "When  indus- 
trial  America  comes  here,  they'll  find 
tremendous  community  support, 

whether  it's  the  people  in  the  communities  or  an  economic  development 

board.  The  people  really  want  you  here." 

If  you'd  like  more  information  on  the  State  of  Change,  call  or  write 

Governor  Ray  Mabus  or  J.  Mac  Holladay,  Director;  Mississippi  Department  of 

Economic  and  Community  Development;  P.  0.  Box  849; Jackson,  Mississippi 

39205;  1-800-647-2290  or  (601)  359-3449. 
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Take  your  corporate  rate 
on  the  road. 
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©  1990  AT&T 


When  )^our  emplo\^ees  make  business  calls  away 
from  the  office,  your  company  ma)'  not  be  getting 
the  savings  it's  entitled  to.  That's  unless  your  em- 
ployees use  Tlie  AT&T  Calling  Card  for  Business. 

OnK' AT&T  ties  calling  card  usage  to  eveiy  inter- 
state volume  discount  plan  we  offer  such  as  AT&T 
PRO'''  mrSand  MEGACOAT  MTS.  So  regardless 
of  the  size  of  )'our  business,  n'ou  alwa\'s  get  the 
discounts  you  deserx'e.  And  your  savings  go  whei^ 
your  employees  go.  I'rom  a  phone  lx)oth  in 
Muleshoe,  fexcis.  to  a  hotel  in  the  Big  Apple. 

But  the  advantages  go  be\'ond  savings  and 
easv  access  to  the  AT&T  network.  When  nou  add 
our  flexible  EXECUBIir' scrrice,  )'ou  get  a 
more  efficient  way  of  tracking  and  monitoring 
card  expenses. 

Billing  is  custom  tailored  to  work  the  way  your 
company  works,  whether  you  ha\e  one  local  office 
or  many  offices  across  the  nation  or  around  the 
world.  You  specif}'  who  receives  statements  and 
the  level  of  detail  each  statement  contains.  We 
can  even  personalize  your  cards  with  \our 
company's  logo. 

Your  johone  system  just  isn't  complete  without 
Th^  AT&T ai/lingOini  for  Business  and  EXECU- 
BILL  senia'.  Mnd  out  how  your  company  can  get 
it  free.  Call  vour  AT&T  Account  Executive  or 
1800  222-0400,  Ext.  2150. 


The  ATM^  Calling  Card  for  Business. 
Another  AKT  advantage. 


AT&T 

The  right  choice. 


Once  a  great  name  on  movie  screens,  the 
Rank  Organisation  no  longer  makes  films. 
But  it  is  still  a  big  factor  in  the  global 
entertainment  business. 

Rank  returns 
to  its  roots 


By  Jeffrey  Ferry 


10RD  J.  Arthur  Rank  was  one 
_  smart  Briton.  An  austere  mil- 
I  lionaire  flour  miller  with  no  ex- 
perience in  the  film  business,  in  the 
1940s  and  1950s  he  built  the  Rank 
Organisation  Pic.  into  a  major  factor 
in  the  global  movie  business.  From 
Rank's  Pinewood  Studios  near  Lon- 
don rolled  scores  of  high-quality 
films,  greatly  enhancing  the  world 
reputation  of  British  films.  In  Britain 
many  of  the  films  played  in  Rank's 
hundreds  of  movie  houses. 

That  was  one  of  his  towering  ac- 
complishments. The  other  was  Rank 
Xerox.  In  the  1950s  he  approved  the 
decision  for  his  company  to  buy  a  one- 
third  interest  in  the  rights  to  distrib- 
ute Xerox  Corp.'s  products  outside 
the  U.S.  Xerox  and  the  copying  indus- 
try were  little  more  than  a  promise  at 
the  time.  Today  Rank  Organisation, 
traded  in  London,  owns  49%  of  inde- 
pendently managed  Rank  Xerox;  Xe- 
rox owns  the  other  51%. 

Rank  died  in  1972.  Unfortunately, 
his  right-hand  man  and  successor.  Sir 
John  Davis,  squandered  the  proceeds 
from  this  profitable  venture  in  diver- 
sifications like  home  appliance  and 
electronics  manufacturing. 

Finally,  in  1982,  a  big  drop  in  pretax 
profits  sparked  a  shareholder  revolt 
that  swept  out  Davis  and  swept  in 
Michael  Gifford.  Formerly  finance  di- 
rector at  Cadbury  Schweppes,  Gifford 
undid  most  of  the  diversification  and 
put  the  company  back  on  the  track  set 
by  the  deceased  founder.  He  reinvest- 
ed the  proceeds  of  the  divestitures  in 
the  kinds  of  leisure  and  entertain- 
ment businesses  that  originally 
caught  J.  Arthur  Rank's  shrewd  eye. 

Today  the  Rank  Organisation  does 
$1.7  billion  in  revenues  from  five 
well-focused  divisions:  film  and  tele- 
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Former  cinema  giant 

From  Henry  V  and  Hamlet  to  Xerox. 

vision;  leisure  (vacation  facilities);  ho- 
tels and  catering;  recreational  vehicle 
sites  and  theme  parks;  and  sophisti- 
cated electronics  equipment,  mostly 
linked  to  television.  Leisure  is  much 
the  largest  division,  accounting  for 
40%  of  Rank's  operating  (i.e.,  non- 
Rank  Xerox)  profits  last  year. 

No  longer  does  a  half-naked  giant 
strike  a  huge  gong  to  introduce  Rank- 
made  movies — bong!  J.  Arthur  Rank 
Presents — as  he  did  for  the  likes  of 
Henry  V  and  Hamlet,  both  starring 
Laurence  Olivier.  Rank  no  longer 
makes  feature  films.  But,  behind  the 
scenes,  it  has  become  a  major  force  in 
Hollywood,  having  acquired  bhcp 
video  duplicators.  Film  House  film 


processors  and  (after  an  expected  U.S. 
Justice  Department  approval)  the  De- 
luxe film  lab,  bought  from  Fox  Inc.  in 
April.  It  is  a  partner  with  Hollywood's 
MCA  in  a  wide  range  of  things,  includ- 
ing video,  film  and  cinema. 

As  a  result  of  this  relationship  with 
MCA,  Rank  was  invited  in  early  1988 
to  take  a  50%  equity  position  in 
mca's  $600  million  Orlando,  Fla.  Uni- 
versal Studios  theme  park  project. 
This  could  be  to  Rank  in  the  decade 
ahead  what  Xerox  was  in  the  1960s. 
Merrill  Lynch's  veteran  entertain- 
ment industry  analyst  Harold  Vogel 
thinks  Rank's  stake  in  the  Orlando 
theme  park  will  be  a  major  profit  cen- 
ter once  some  of  the  early  teething 
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Working-class  Brits  at  Rank's  neiv  watcruorUi  in  Stoke 

Undaunted,  by  a  tumsumersltunp,  the  comptmy  plans  to  open/our  more  sites. 


The  MCAJRank  Universal  Studios  tour  in  Orlando 
Profits  in  Florida  today,  Paris  tomorrow? 


kj\  ^■JlrJllPln^rurcp<»^cr^ 


FORBES,  AUGUST  6,  1990 


problems  are  overcome. 

MCA  plans  to  follow  Disney  into 
Europe  and  has  already  asked  Rank  to 
be  its  partner  there,  too.  No  deal  has 
been  struck,  but  one  probably  will  be, 
and  there  is  every  reason  to  believe 
that  mca's  European  theme  park,  tar- 
geted for  opening  in  1994,  will  be  at 
least  as  good  as  the  Orlando  project. 
Europeans  already  have  more  leisure 
time  than  Americans,  with  the  typi- 
cal European  annual  holiday  lasting 
four  to  five  weeks,  double  what  an 
American  worker  gets.  German  trade 
unions  are  now  pushing  not  for  more 
money  but  for  a  35-hour  workweek. 

Where  will  the  new  theme  park  be 
situated?  mca  is  leaning  toward  the 
Paris  suburbs,  to  be  near  Euro-Disney, 
thus  turning  Paris  into  the  Orlando  of 
Europe.  But  some  say  Rank's  people 
are  lobbying  for  Rainham,  30  miles 
east  of  London;  that  would  benefit 
Rank's  other  British-based  leisure  and 
entertainment  businesses. 

In  the  related  leisure  field,  Gifford 
has  captured  for  Rank  a  large  share  of 
the  traditional  British  working-class 
holiday  market.  Careful  management 
and  massive  investment  in  glamorous 
American-style  "waterworlds"  have 
given  new  life  to  the  old  Butlin  chain 
of  holiday  camps  that  Rank  acquired 
m  1972.  In  the  two  years  to  1989  the 
leisure  division's  operating  profits 
nearly  doubled,  to  £79  million. 

Last  October  Rank  opened  a  23-acre 
leisure  center  at  Stoke,  in  Britain's 
industrial  heartland,  150  miles  north 
of  London.  Attractions  include  a  wat- 
erworld,  complete  with  flumes,  wave- 
pools,  slides  and  rapids.  There's  an  8- 
screcn  multiplex  cinema,  a  30-lane 
bowling  alley,  dry  ski  slopes  and  high- 
tech  flight  simulators.  Unashamedly 
offering  Brits  the  kind  of  southern 
Californian  culture  that  is  much  in 
demand  around  the  world,  the  Stoke 
center  is  doing  well.  The  consumer 
slump  may  hurt  Rank's  profits  slight- 
ly this  year,  as  Gifford  recently  ac- 
knowledged, but  the  company  is 
pressing  ahead  with  plans  for  four 
more  similar  leisure  centers,  to  be 
opened  starting  in  the  fall. 

And  the  beat  goes  on.  In  early  July, 
after  a  two-month  fight,  Britain's 
debt-laden  Mecca  Leisure  Group  (it 
earned  $163  million  on  revenues  of  $1 
billion)  capitulated  to  Rank's  $990 
million  acquisition  offer.  Mecca's 
chain  of  vacation  sites  and  85  bingo 
parlors  will  provide  economies  of 
scale  when  combined  with  Rank's  ex- 
isting operations. 

Old  J.  Arthur  Rank  would  probably 
regret  that  his  gouging  giant  no  longer 
appears  on  new  movies,  but  he'd  be 
pleased  with  the  financial  results.  ■ 
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Buyer  beware.  Bank  CDs  and  Eurodollar 
deposits  are  far  below  their  real  credit  risks. 


What's  wrong  with 
this  picture? 


By  A.  Gary  shilling 


EVERYONE     knows     that     U.S. 
banks  and  other  financial  insti- 
tutions are  in  real  trouble — or 
do  they? 

There's  no  secret  about  the  growing 
number  of  bad  bank  loans  to  Third 
World  countries,  commercial  real  es- 
tate and  LBOS,  and  who  knows  what 
the  next  nasty  surprise  will  be.  These 
dubious-quality  loans  already  add  up 
to  $600  billion,  according  to  Lowell 
Bryan,  director  of  the  consulting  firm 


McKinsey  &.  Co.;  that  figure  is  over 
two  times  the  banks'  loan-loss  re- 
serves and  stockholders'  equity  com- 
bined. And  matters  will  only  deterio- 
rate in  the  next  recession,  which  the 
economy  may  already  have  entered. 
National  publications  scream  about 
the  banks'  problems.  Rating  agencies 
are  downgrading  bank  debts  contin- 
ually. Shorting  bank  stocks  has  be- 
come a  favorite  pastime  for  many 
portfolio  managers  (including  A.  Gary 
Shilling  &  Co.). 
Yet,  against  what  should  be  ner- 


Peaks  of  concern,  valleys  of  complacency 


A  wide  spread  between  yields  on  three-month  CDs  and  Treasury 
bills  (converted  into  equivalent  Treasury  bond  yields)  indicates  con- 
cern about  credit  risk.  Narrow  spreads  suggest  the  markets  view  the 
banking  system  complacently.  Why  is  today's  spread  so  low? 
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THE  LATE  19708/EARLY  1980s 

The  period  saw  the  Mexican  loan 
crisis,  the  Penn  Square  Bank  failure 
and  distress  at  Continental 
and  Bank  of  America. 


TODAY 

Despite  unraveling  LBOs,  depressed 
real  estate  and  Third  World  loans,  the 
spread  is  near  an  alltime  low. 
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*  Through  June.  Source:  A  Gary  Shilling  &  Co. 


vous  concern,  investors  are  demon- 
strating an  inexplicable  level  of  com- 
placency. Investors,  whether  individ- 
uals or  firms,  are  showing  very  little 
hesitancy  to  hold  the  obligations  of 
the  troubled  U.S.  banks.  At  stake  here 
are  not  credit-risk-free  FDic-insured 
deposits.  The  question  relates  to 
bank-issued  certificates  of  deposit, 
Eurodollar  deposits  and  the  uninsured 
obligations  of  other  issuers,  for  that 
matter.  In  fact,  the  willingness  to  hold 
these  obligations  in  preference  to 
credit-risk-free  Treasurys  is  increas- 
ing, not  decreasing. 

Consider  the  chart.  It  shows  the 
spread  between  yields  on  three- 
month  CDS  and  yields  on  three-month 
Treasury  bills.  This  and  similar 
spreads  are  excellent  measures  of  pub- 
lic confidence  in  the  banking  system: 
The  bigger  the  spread,  the  lower  the 
confidence.  For  example,  that  spread 
shot  up  to  435  basis  points  in  mid- 
1974,  when  Franklin  National  Bank 
and  West  Germany's  Bankhaus  Her- 
statt  collapsed.  The  spread  was  also  at 
high  levels  amidst  the  financial  tur- 
moil of  the  late  1970s  and  early  1980s. 
Given  all  the  banking  system's 
problems,  you  would  expect  today's 
spread  to  be  a  wide  one.  And  you'd  be 
dead  wrong.  The  CDs/Treasurys 
spread  declined,  to  just  34  basis  points 
in  June.  This  is  not  far  from  the  record 
low  of  the  last  two  decades. 

Other  measures  confirm  this  anom- 
aly. The  spread  between  the  prices  of 
three-month  Treasury  bill  futures  and 
three-month  Eurodollar  futures — the 
so-called  ted  spread — has  fallen  from 
160  basis  points  to  70  basis  points  in 
the  last  18  months,  during  which 
bank  solvency  problems  have  risen. 
Still  another  gauge,  the  difference  be- 
tween Moody's  Baa  corporate  yields 
and  30-year  Treasury  bond  yields, 
reached  376  basis  points  in  1982  and, 
more  recently,  declined  from  289  in 
July  1986  to  173  in  June,  despite  the 
growing  risks  for  lower-grade  corpo- 
rate debtors  in  the  intervening  four 
years. 

Why  are  lenders  accept- 
ing less  premium  for  risk 
at  a  time  when  risk  is  in- 
creasing? In  part,  the  an- 
swer is  that  the  rising  federal  deficit 
and  the  s&l  bailout  are  boosting  the 
supply  of  Treasury  bills  and  bonds, 
scaring  buyers  into  demanding  higher 
yields.  (Those  fears  are  unfounded,  as 
I  pointed  out  in  my  July  9  column,  but 
real.)  Meanwhile,  money  market 
funds  and  others  that  compete  more 

A.  Gary  Shilling  is  president  of  A.  Gary  Shil- 
ling &  Co.,  economic  consultants  and  asset 
managers,  and  a  regular  Forbes  columnist. 
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by  offering  yield  than  by  offering  qual- 
ity are  bidding  up  the  prices  of  cds, 
commercial  paper,  Eurodollar  depos- 
its, etc.  and  depressing  their  yields. 

Nevertheless,  without  the  compla- 
cency of  those  who  own  such  unin- 
sured investments  directly,  or  indi- 
rectly through  money  market  funds 
and  other  intermediaries,  the  spreads 
would  now  be  narrowing.  Do  those 
holders  believe  that  banks  and  other 
issuers  are  simply  too  big  to  fail?  The 
demise  in  their  day  of  Herstatt  and 
Franklin,  both  large  institutions,  sug- 
gests otherwise.  So  does  the  more  re- 
cent example  of  Drexel,  which  failed 
without  any  official  rescue  attempt. 

One  can  be  chary  of  the  very  narrow 
spread  without  forecasting  a  wave  of 
major  bank  failures — although  several 
may  indeed  bite  the  dust  before  all  the 


banks'  difficulties  are  resolved.  But 
stresses  and  strains  within  the  bank- 
ing system  may  become  so  intense 
and  widespread  that  today's  compla- 
cency will  disappear  and  the  yield  pre- 
miums that  offset  risk  will  rise  con- 
siderably. Investors  and  lenders  who 
fail  to  see  this  coming  will  watch  the 
capital  value  of  their  paper  erode. 

To  avoid  potential  capital  losses, 
the  first  thing  to  do  is  be  fully  aware 
that  Treasury  obligations  and  insured 
deposits  have  inflation  risks,  but  they 
do  not  have  credit  risks.  By  contrast, 
CDS,  Eurodollar  deposits,  commercial 
paper  and  money  market  funds 
backed  by  them,  as  well  as  corporate 
bonds,  etc.,  have  both  inflation  and 
credit  risks.  The  trick  for  investors  is 
to  make  sure  they  are  adequately 
compensated  for  risk.  Yet  it  is  amaz- 


ing how  many  sophisticated  people 
search  diligently  for  the  money  mar- 
ket fund  or  other  short-term  paper 
with  the  highest  yield,  without  realiz- 
ing that  it  isn't  the  same  as  an  insured 
deposit,  and  that  they  could  be  sad- 
dled with  much  more  risk  in  return 
for  just  a  few  more  basis  points. 

There's  nothing  wrong  with  assum- 
ing risk  if  you  are  paid  adequately  to 
assume  it.  Commensurate  reward  for 
a  given  level  of  risk  is  the  principle  at 
the  heart  of  competent  financial  mar- 
kets. But  right  now  in  cds.  Eurodollar 
deposits  and  many  other  fixed-in- 
come instruments  the  reward  is  not 
commensurate  with  the  risk.  This  is  a 
great  deal  for  the  banks,  but  potential- 
ly a  terrible  deal  for  investors  and 
others  who  lend  to  the  banks.  It  can- 
not go  on  much  longer.  ■ 


These  are  the  worst  of  times  for  the  savings 
and  loan  industry.  How  come  H.F.  Ah- 
manson  &  Co.  is  sound  and  prosperous? 

Not  all  thrifts 
were  created  equal 


By  Marc  Beanchamp 


RICHARD  Deihl,  conservatively 
attired  and  normally  low-key 
in  his  manner,  is  angry.  "This 
is  a  legitimate  industry,"  he  fulmi- 
nates. "We  are  not  in  trouble.  We  are 
in  good  shape.  We  are  not  crooks!" 

Since  1983  Deihl  has  been  chief  ex- 
ecutive of  H.F.  Ahmanson  &.  Co.,  the 
Los  Angeles-based  parent  company  of 
Home  Savings  of  America,  the  na- 
tion's largest  savings  and  loan.  It  is 
also  one  of  the  nation's  few  really 
healthy  major  thrifts.  During  the  past 
two  years  Ahmanson's  deposits  grew 
more  than  50%,  to  nearly  $34  billion, 
and  its  assets  grew  by  a  like  percent- 
age, to  over  $45  billion.  Meanwhile,  it 
reported  about  $200  million  armually 
in  profits,  and  did  so  based  on  ac- 
counting practices  widely  considered 
to  be  conservative. 

What's  the  secret?  No  secret.  At  a' 
time  when  other  people  were  using 


s&LS  for  speculative  purposes,  Deihl 
made  sure  that  Ahmanson  continued 
doing  what  s&.ls  were  supposed  to  do: 
take  in  people's  savings  and  relend  it 
to  home  buyers.  Ahmanson  has  never 
bought   a   junk   bond.   It   has   lately 


avoided  high-cost  brokered  deposits. 
Its  cost  of  funds  averages  7.7%,  versus 
the  industry  average  of  8.2%.  Today 
Ahmanson  is  earning  between  17% 
and  20%  on  tangible  equity.  Even  its 
stock  (which  Deihl  says  is  "woefully 
undervalued")  has  held  up  reasonably 
well:  Recently  $22  a  share,  it  was 
trading  at  just  above  book  value  and 
around  8.5  times  estimated  1990 
earnings. 

"People  say  you  can't  make  money 
in  the  savings  and  loan  business," 
Deihl  says.  "That's  bloody  nonsense. 
We  do  it  because  we  make  high-vol- 
ume, low-risk  investments  and  we 
have  a  low  cost  of  funds."  Around 
93%  of  Ahmanson's  loan  portfolio  is 
secured  ,by  residential  real  estate; 
more  than  80%  of  his  loans  are  on 
single-family  homes. 

Besides  Home  Savings,  with  333 
branches  in  9  states,  Ahmanson  owns 
102  mortgage  lending  offices  in  17 
states,  and  the  Bowery  Savings  Bank, 
with  25  branches  in  New  York.  To 
broaden  that  base,  it  recently  bought 
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Mark  RichdrdvSipa 


H.F  Afmunison  &  Co.  Chief  Executive  Richard  Deibl 

Making  big  money  by  sticleing  unth  Depression-era  lending  standards. 


the  $1.6  billion  (assets)  Bayside,  N.Y.- 
based  Home  Savings  Bank  of  New 
York,  with  13  branches. 

Since  the  Bowery  acquisition,  the 
New  York  metropolitan  area  has  been 
Ahmanson's  largest  source  of  deposits 
outside  California.  Even  so,  nearly 
80%  of  Ahmanson's  lending  business 
is  still  in  California. 

The  state's  housing  market  has 
gone  soft.  But  Deihl  believes  prices 
will  hold  up  simply  because  demand 
continues  to  exceed  supply,  and  envi- 
ronmental extremists  and  no- 
growthers  will  keep  it  that  way. 

"That's  not  to  say  the  Beverly  Hills 
mansion  that  sold  last  year  for  $14 
million  to  a  sheikh  won't  sell  this 


year  for  $7  million  to  a  rock  'n'  roll 
star,"  he  says,  quickly  adding  that 
luxury  housing  is  not  his  market  any- 
way. Home's  average  loan  is  about 
$140,000,  and  demand  for  houses  in 
the  $80,000-to-$160,000  range  is  brisk 
in  places  like  Palmdale  (Forbes,  July 
23],  San  Bernardino  County  and  the 
Sacramento  area. 

Now  61  years  old,  Deihl  grew  up  in 
the  Depression.  His  father  ran  a  mod- 
est savings  and  loan  in  Pico  Rivera,  a 
suburb  southeast  of  downtown  Los 
Angeles.  Deihl  well  remembers  his 
father,  like  the  Jimmy  Stewart  charac- 
ter in  Frank  Capra's  It's  a  Wonderful 
Life,  reassuring  nervous  savers  that 
their  money  was  safe  not  in  a  strong- 


box in  the  vault  but  invested  in  their 
neighbors'  homes. 

The  tiny  but  strong  thrift  was  gob- 
bled up  by  none  other  than  Ahmanson 
in  1959.  After  joining  Home  Savings 
in  1960,  Deihl  worked  his  way  up 
from  loan  officer  to  Home's  chief  ex- 
ecutive, in  1967. 

Deihl  has  continued  to  use  the  kind 
of  lending  standards  common  to  his 
father's  era.  Last  year,  for  example, 
Home's  average  borrower  had  person- 
al debt  service  totaling  only  slightly 
more  than  32%  of  his  income,  com- 
fortably below  the  conservative  Fan- 
nie Mae  and  Freddie  Mac  guidelines  of 
36%.  Ahmanson  rarely  lends  more 
than  80%  of  the  appraised  value  of  a 
house,  and  maintains  an  in-house 
staff  of  appraisers  to  make  sure  the 
numbers  are  not  inflated. 

The  relative  austerity  extends  to 
Delhi's  personal  finances,  too.  His 
cash  compensation  was  $725,000  last 
year  (including  a  $464,000  bonus), 
healthy  but,  by  industry  standards, 
hardly  extravagant.  There  is  no  corpo- 
rate jet.  Deihl  points  to  several  por- 
traits by  Ferdinand  Bol  hanging  on  the 
walls  of  his  24th-floor  downtown  of- 
fice, but  hastens  to  say  they  are  from  a 
25-year-old  collection  put  together  by 
founder  Howard  Ahmanson— "and  of 
dubious  authenticity." 

Howard  Ahmanson,  who  died  in 
1968,  was  also  responsible  for  the  de- 
sign of  each  of  Home  Savings'  trade- 
mark branches.  With  their  elaborate 
mosaic  walls  and  churchlike  stained 
glass  windows,  they  have  been  de- 
scribed by  one  astounded  critic  as  a 
"cross  between  a  Shriners'  hall  and  a 
mausoleum." 

In  the  land  of  sunshine  and  imper- 
manence,  the  idea,  Deihl  says,  was 
"to  make  them  look  like  they've  been 
there  for  100  years  and  will  be  around 
for  100  more." 

They  probably  will  be.  "We're  the 
bad  guys  today,  but  we  were  the  white 
knights  20  or  30  years  ago,"  Deihl 
says,  adding  that  the  business  will 
come  back  in  favor.  "It  sounds  corny, 
but  the  guy  who  owns  his  house  is 
willing  to  pay  taxes  for  services  be- 
cause he's  got  a  piece  of  the  commu- 
nity. A  renter  doesn't  have  that  same 
relationship." 

It  was  precisely  to  encourage  home 
ownership  that  Congress  extended 
federal  insurance  to  the  s&ls  so  that 
they  could  get  relatively  cheap  depos- 
its from  small  savers.  The  crockery 
and  bribery  and  corruption  that  fol- 
lowed became  possible  largely  be- 
cause Congress  lost  sight  of  this  origi- 
nal purpose  and  started  handing  out 
goodies  to  cronies  and  big  campaign 
contributors.    ■ 
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This  29th  annual  PGA  event  means  more  than  a 
roster  ofchampions  vying  foran  impressive  purse. 
It  s  a  historic  legacy  that  not  only  qualifies  winners 
of  the  world's  top  international  competitions,  but 
whose  corporate  sponsors  are  committed  to 
making  charity  its  biggest  beneficiary. 


f  V 


Firestone  Country  Club 
Akron,  Ohio 
August  23-26,  1990 
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Histoiy  in  the  Maldiig 


By  Ben  Wright 

As  the  NEC  World  Series  of  Golf  gears  up  this 
year,  it  may  well  be  the  biggest  in  this  Akron. 
Ohio  tournament's  29-year  history.  With  some 
69  qualifying  events  over  the  past  12  months, 
po.ssibly  the  largest  field  ever  of  international 
golf  professionals  will  be  competing  for  the 
$198. ()()()  first  prize  from  a  record  purse  of 
$1.10(),()(K). 

This  roster  of  champions  that  has  earned 
the  right  to  take  on  Firestone  Country  Club's 
lough  South  Course  follows  a  time-honored 
tradition  going  back  to  1962.  The  Firestone 
Tire  &  Rubber  Company,  then  owners  of  the 
,5()()-acre.  54-hole  club,  agreed  to  host  and 
provide  corporate  backing  for  an  event  in 
w^hich  the  winners  of  the  four  majors  — 
Arnold  Palmer  (Masters  and  15ritish  Open). 
Jack  Nicklaus  (U.S.  Open),  and  C.ary  I'layer 
(I'C.A)  ^  vied  for  an  unprecedented  $.50,000 
first  prize.  Nicklaus,  the  young  challenger  of 
the  trio,  walked  away  with  the  first  of  his  five 
World  Series  of  Golf  championships,  and 
firmly  established  the  tournament  as  the  event 
that  crowns  the  champion  of  international 
champions. 

The  four-man  format  for  the  World  Series 
of  Golf  prevailed  for  another  13  years  until 
1976,  when  it  was  decided  to  expand  the 
qualifying  events  to  include  an  ever-widening 
numberofoutstanding  international  players. 
The  first-place  check  also  increased  to  an 
amazing  $100,000.  But  of  greatest  signifi- 
cance was  that  the  winner  would  now  earn  a 
coveted  10-year  exemption  on  the  PGA  Tour 
—  more  valuable,  perhaps,  than  the  first- 
prize  money,  and  granted  only  to  winners  of 
a  few  major  tournaments. 

in  1981.  Firestone  Tire  &  Rubber  Com- 
pany sold  Firestone  Country  Club  to 
Dallas-based  Club  Corporation  of  America, 
the  largest  developer  and  operator  of  private 
clubs  in  the  world.  Firestone  Tire  &  Rubber 
Company  continued  as  corporate  sponsor  of 
the  World  Series  of  Golf,  while  Club  Corpora- 
tion of  America  joined  on  as  host  sponsor. 

NEC  Corporation  came  on  as  the  title 
sponsor  of  the  NEC  World  Series  of  Golf  in 
1984.  This  world  leader  in  high-technology 
has  made  an  ongoing  commitment  to  using 
the  medium  of  international  athletics  to  fos- 
ter communication,  goodwill  and 
understanding  among  international  con- 
tenders and  a  worldwide  viewing  audience. 
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The  NEC  World  Series  of  Golf  stands 
unique  in  the  PG.XTouras  the  only  event  that 
is  owned,  sanctioned  and  officiated  by  both 
the  PGA  Tour  (the  touring  professionals)  and 
PGA  of  America  (club  professionals  and  tour- 
ingpros).  It  isalsooneofthefewtournaments 
that  does  not  have  a  twx)-day  cut  policy;  the 
entire  field  plays  the  full  four  rounds. 

An 

International 

Arena 

That  first  World  Series  of 
Golf  in  1962  not  only  gave  wide 
early  exposure  to  foreign  golf- 
ers such  as  Gary  Player.  Bob 
Charles,  Peter  Thomson. 
Roberto  DeVicenzo  and  Tony 
Jacklin  —  but  the  tournament 
has  al.so  offered  opportunities 
for  relatively  unknown  inter- 
national players  to  win.  such 
as  Nick  Price,  in  198;5,  and 
Denis  Watson,  in  1984. 

Last  year.  South  African 
David  Frost  was  the  trium- 
phant international  champion 
when  he  beat  out  the  creme  de 
la  creme  of  professional  golf  at 
Firestone  (about  the  only 
missing  international  celebrity 
was  Spain's  Seve  Ballesteros). 
The  thrilling  final  round 
evolved  into  a  four-man  con- 
test   among     Frost,     Ben 

Crenshaw,  Payne  Stewart  and        

Greg  Norman,  with  Frost  fi- 
nally emerging  victoriousafter 
a  two-hole  playoff  with  Crenshaw. 

The  NEC  World  Series  of  Golf  has  further 
embraced  the  international  golf  community 
with  its  impressive  Opening  Ceremony  held 
on  Tuesday  of  tournament  week.  Each  con- 
tender is  led  to  the  first  tee  of  the  South 
Course,  where  both  the  executive  committees 
and  a  gallery  of  spectators  await,  then  formally 
introduced.  Welcoming  speeches  are  made  by 
heads  of  the  PGA  Tour,  the  PGA  of  America 
and  others.  Countries  that  have  a  qualifying 
event  champion  present  for  the  NEC  World 
Series  of  Golf  are  recognized. 
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At  last  year's  NEC  World  Series  of  Golf.  $17.5 
million  was  channeled  into  the  Akron  local 
economy  as  more  than  100.000  spectators 
converged  on  Firestone  Country  Club's 
challenging  Soutn  Course.  South  African  David 
Frost  (top.  right)  outlasted  Ben  Crenshaw  (inset, 
center)  in  a  tense  two-hole  playoff  after  both 
shot  276.  four  under  par.  Payne  Stewart  (right) 
was  in  the  fray  until  he  drove  into  a  tainvay 
bunker  at  18  --  needing  a  birdie  to  tie  -  and 
made  a  bogey,  placing  him  in  the  No.  3  slot. 


Ben  Wright  is  the  renowned  jourruilist  and  sports  commentator  for  CBS  sports. 


NEC,  Firestone,  Golf  and  Akron: 
A  Symbiotic  Relationship 

Since  the  Jaycees  first  approached  Firestone  Tire  &  Rubber  Company 
about  hosting  the  Rubber  City  Open  in  1954,  Firestone  Country  Club 
has  become  the  most  televised  golf  course  in  the  world  while  hosting 
over  50  tournaments  and  more  than  130  televised  golf  matches. 

When  NEC  Corporation  joined  the  PGA  Tour,  the  PGA  of  America 
and  the  Akron  Golf  Charities  as  title  sponsor  of  the  NEC  World  Series 
of  Golf,  it  was  making  more  than  a  commitment  to  showcasing  the 
world's  top  golf  professionals  at  Firestone. 

It  was  adhering  to  the  tenet  that  the 
success  of  a  tournament  is  also  measured 
greatly  by  its  generous  contributions  to 
major  charities,  which  in  turn  put  the 
money  to  use  in  numerous  projects  of 
value  to  the  community. 
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World  Series  of  Golf  Past  Winners 


JackNicklaus $50,000 

JackNicklaus $50,000 

TonyLema $50,000 

Gary  Player $50,000 

Gene  Littler $50,000 

JackNicklaus $50,000 

Gary  Player $50,000 

Orville  Moody $50,000 

JackNicklaus $50,000 

Charles  Coody $50,000 


1972- 
1973- 
1974- 
1975- 
1976- 
1977- 
1978- 
1979- 
1980- 
1981- 


■  Gary  Player $50,000 

■  Tom  Weiskopf $50,000 

■LeeTrevino $50,000 

■Tom  Watson $50,000 

■JackNicklaus $100,000 

■  Lanny  Wadkins  ..  $100,000 

■Gil  Morgan $100,000 

■LonHinkle $100,000 

■Tom  Watson $100,000 

-Bill  Rogers $100,000 


1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 


—  Craig  Stadler....  $100,000 
-Nick  Price $100,000 

—  Denis  Watson  ..  $126,000 

—  Roger  Maltbie  .,  $126,000 
-DanPohl $126,000 

—  Curtis Strange..  $144,000 

-MikeReid $162,000 

-David  Frost $180,000 


'  Sponsored  by  NEC 


NEC  WORLD  SERIES  OF  GOLF 


Making  the  Commitment  Worl( 


Tales  of  the  NEC 
World  Series  of  Golf 

The  excitement  of  pitting  world  champion 
against  world  champion  is  never  more  evi- 
dent than  in  reviewing  the  annals  of  the  NEC 
World  Series  of  Golf: 

•  In  the  ver>'  first  tournament  in  1962, 
the  three  best  golfers  in  the  world  —  Arnold 
F'almer.  Jack  Nicklaus  and  Gary  Player  — 
qualified.  All  three  broke  par  on  a  course  that 
seldom  allowed  it.  Nicklaus  won  the  event 
with  a  spectacular  five-under  par  66-69-135. 

He  won  it  again  in  1963  with  a  70-70-140, 
and  again  in  1967,  1970  and  1976.  His  in- 
credible record  as  a  profe.ssional  at  Firestone 
spans  ,'U)-plus  events  beginning  with  the 
American  Golf  Classic  in  1961. 

•  In  1964, "Champagne  Tony"  Lema  won 
by  five  strokes  (the  largest  margin  of  victory 
in  the  old  four-man  format)  over  a  field  that 
included  Bobby  Nichols,  who  later  became 
the  Firestone  Country  Club  pro.  He  treated 
all  the  pre.ss  to  champagne. 

•  The  1974  World  Series  of  Golf  made 
history  as  Gary  Player  and  I.ee  Trevino  dead- 
locked for  five  extra  holes  before  darkness 
postponed  the  playoff.  The  following  day, 
they  went  another  two  extra  holes  before 
Trevino  won  with  a  par  to  Player's  bogey. 

•  Tom  Watson  was  the  first  man  in  the 
history  of  golf  to  earn  over  $.500,000  in  a  year 
when  he  won  the  World  Series  of  Golf  in  1980. 


The  1962  contenders, 
at  a  press  conterence 
winner  Jack  Nicklaus. 
Arnold  Palmer,  and 
Gary  Player:  below, 
on  the  golt  course. 


NEC:  Global  Goodwill, 
Corporate  Ideals  Through  Golf 

NEC's  commitment  to  promoting  worldwide 
understanding  through  sports  came  to  fruition 
even  before  its  involvement  with  the  NEC  World 
Series  of  Golf  in  1984,  beginning  with 
sponsorship  of  the  international  women's  team 
tennis  Federation  Cup  in  1980  and  the 
international  team  tennis  Davis  Cup  in  1981. 

That  commitment  to  strengthening  the  bonds 
offriendshipand  mutual  understanding  through 
common  experiences  —  by  sponsoring  diverse 
cultural/charitable  endeavors  from  symphony 


orchestra  series  to  golf  tournaments  —  reflec 
the  corporate  ideals  and  philosophies  of  NEC 
top  management,  worldwide. 

"Is  any  tournament  on  the  PGA  Tour  equal 
challenging  as  the  NEC  World  Series  of  GoU 
Precisely  because  the  best  players  rise  I  k 
challenges,  the  world's  outstanding  golfei  o 
find  their  way  to  Akron  every  summer,"  say 
Tadahiro  Sekimoto,  President,  NEC  Corporatiof  \ 
"For  almost  three  decades,  the  best  of  the  be 
have  been  fascinating  fans  with  powerfiljo 
and  passionate  plays  on  Firestone's  famou 
South  Course. 

"Naturally,  NEC  is  more  than  proud  to  spons(  oi 


It 


I  Sponsors  Benefit  Charity 
"The  NEC  World  Series  of  Golf  has  made  a 
'  lasting  impact  on  the  Greater  Akron  commu- 
nity," says  Michael  J.  Connor,  president  of  Akron 
Golf  Charities,  Inc.,  the  volunteer  organization 
that  supports  the  annual  tournament.  "Much  of 
the  success  is  the  result  of  the  tremen- 
dous cooperation  we  receive  from  our 
title  sponsor,  NEC  Corporation:  our  cor- 
porate sponsor,  Bridgestone/Firestone, 
Inc.;  and  our  hosts,  Club  Corporation  of 
America  and  the  Firestone  Country 
Club." 

Their  combined  financial  support 
this  year  will  result  in  the  donation  of 
more  than  $450,000  to  the  needy  of  the 
Greater  Akron  area  by  giving  to  projects 
funded  by  Akron  Golf  Charities. 

The  four  principal  beneficiaries  in- 
clude the  Akron  Jaycee  Foundation,  the 
Children's  Hospital  Medical  Center  of 
Akron,  the  Beacon  Journal  Charity  Fund, 
and  the  Akron  Regional  Development 
Board  (the  economic  development  arm 
for  educational  funding  in  Akron). 

"For  one  week  each  year,  the  NEC 
World  Series  of  Golf  provides  great  en- 
tertainment for  the  thousands  of  fans 
who  see  the  tournament  in  person,  and 
the  millionsaround  the  world  who  watch 
on  television,"  says  Connor.  "But  the 
most  gratifying  result  to  Akron  Golf 
Charities  is  that  area  people  are  benefit- 
ing from  the  tournament  every  day  of 
the  year." 


The  Economic  Impact  on  Alcron 

Not  only  does  the  NEC  World  Series  of  Golf  raise 
substantial  funds  for  cfiarity.  but  it  also  has  a  tremendous 
impact  on  the  greater  Akron  community  and  Northeastern 
Ohio.  Lastyear.$17.5million  flowedinto  the  local  economy, 
with  more  than  100.000 spectators  converging  on  the  city. 

As  Paul  Livick.  Vice  President  of  the  Akron  Regional 
Development  Board,  points  out.  these  figures  do  not 
reflect  the  nearly  1 ,  000  dedicated  volunteers  who  buy  their 
own  uniforms,  tickets,  food  and  lodging— with  all  proceeds 
going  to  charity. 


Contributions  made  to  Children  s  Hospital  IVIedical 
Center  of  Akron  (which  is  celebrating  its  tOOIh 
anniversary)  help  the  more  than  160.000 patients 
seen  there  each  year. 
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s  prestigious  event.  And  we  are  always 
Ipreciative  of  PGA  of  America,  the  PGA  Tour, 
d  the  many  volunteers  who  make  the  series 
h  smoothly,"  he  adds. 

International  sports  do  more  than  bring 
If  erent  people  from  various  countries  together. 
I  cause  everyone  is  playing  by  the  same  rules 
d  for  the  same  goals,  important  experiences 
I!  shared  -  shared,  we  might  add,  by  the 
iilions  of  fans  who  follow  the  series  on  TV, 
jiio  and  in  the  newspapers, 
i'Sharing  important  experiences  and 
;Ormation  is  what  NEC  products  are  really  all 

}ut.  So  sponsoring  international  sports  events 


is  quite  congruous  with  our  goals  of  improving 
the  quality  of  life  for  everyone." 

As  a  world  leader  in  the  computer, 
communications  and  electronics  fields,  NEC 
Corporation  (with  U.S.  subsidiary  companies 
employing  some  8,000  people)  has  integrated 
on-site  application  of  its  state-of-the-art 
products,  utilizing  a  full  spectrum  of 
telecommunications,  computer  and  electronic 
equipment.  All  these  products —from  facsimile 
machines  for  the  international  press  corps  to 
the  cellular  phones  for  tournament  and 
'  emergency  staff  —  contribute  to  the  smooth 
operations  of  the  NEC  World  Series  of  Golf. 


f  990  Ambassador  of 
Golf:   Barbara  Nicklaus 

When  Barbara  Nicklaus—  wife  of  golf  champion 
Jack  Nicklaus  —  is  honored  on  Wednesday,  August 
22  as  the  1990  Ambassador  of  Golf,  she 
joinstheranksof  past  honoreesBing  Crosby, 
Bob  Hope,  Dinah  Shore,  Byron  Nelson, 
Gerald  Ford,  Ghi  Chi  Rodriguez,  Gene 
Sarazen,  Joe  Dey  and  Frank  Chirkinian. 

Barbara  Nicklaus  has  labored  tirelessly  in 
raising  millions  of  dollars  for  chanty  through 
her  personal  involvement  in  golf-related 
events.  She  has  worked  in  many  areas  of 
the  iVlemonal  Tournament  in  Columbus, 
Ohio,  benefiting  Children's  Hospital  of 
'  oiumbus  and  Dispatch  Chanties,  Inc.,  and 
has  helped  raise  an  estimated  half  million 
dollars  in  four  years  for  the  Fellowship  of 
Christian  Athletes  International  Pro-Am. 

She  IS  also  honorary  chairman  of  the 
American  Cancer  Society's  Babe  Zaharias 
Tournament  in  Columbus,  which  raised  close  to 
$200,000  each  of  the  last  two  years, 

"When  Jack  and  I  were  first  married,  I  thought 
that  if  we  were  ever  in  a  position  to  help  charities, 
expecially  those  devoted  to  helping  children,  we 
would  do  as  much  as  we  could,"  says  Barbara. 
"When  you  raise  a  family  and  see  how  precious 
children  are,  you  realize  that  they  are  the  future  of 
the  world.  I  find  so  much  enjoyment  in  working  with 
charities,  just  like  those  who  work  so  hard  here  to 
raise  money  for  Akron  chanties. 

"Some  ask  me  where  i  find  the  time.  No  matter 
how  trite  the  saying  might  be,  I  find  that  if  something 
is  important  to  you  like  the  charities  are  to 
me,  you  can  always  find  time  to  help. " 


NEC  WORLD  SERIES  OF  GOLF  \ 


Making  it  Bipr 
and  Belter 

Meeting  the  Event's 
Future  Needs 

With  the  increasing  popularity  of  the  NEC 
World  Series  of  Golf  land  the  $20  billion  golf 
industry  itself  enjoying  its  third  big  surge  of 
growth  since  before  the  Depression).  Firestone 
Country  Club's  owner,  Club  Corporation  of 
America,  the  largest  developer  and  operator 
of  private  clubs  in  the  world,  is  continuing  to 
improve  the  facilities  on  an  ongoing  basis  to 
better  host  this  annual  tournament. 

In  1986.  Club  Corporation  of  America  re- 
built the  greens  on  the  South  Course.  In 
1988,  the  practice  area  was  completely  reno- 
vated and  is  acknowledged  as  one  of  the  finest 
on  the  I'GA Tour.  In  1989,  they  refurbishedall 
the  bunkers  on  the  South  Course  in  prepa- 
ration for  this  year's  tournament. 

Also  last  year,  in  response  to  a  dramatic 
growth  in  Firestone  Country  Club  member- 
ship, they  took  unimproved  acreage  purchased 
by  Harvey  S.  Firestone  some  60  years  ago  and 
developed  Firestone's  new  West  Course,  ex- 
panding the  club  into  a  .54-hole  facility. 

Since  then,  gallery  mounding  was  in- 
creased for  better  viewing  by  a  larger  number 
of  spectators.  Hospitality  centers  have  been 
added.  Additional  guest  rooms  have  been 
completed  (with  more  rooms  to  be  added  next 
year),  and  the  men's  locker  area  has  been 
totally  renovated. 

Other  improvements  next  year  include 
the  renovation  and  expansion  of  the  grill, 
dining  room,  kitchens.  Champions  Room, 
entry  way  and  trophy  display  area. 


Club  Corporation  of  America:  Growing  with  Golf 

In  1957,  as  post-war  families  started  watching  golf  on  television  during  the  sport's 
second  growth  spurt  since  before  the  Depression,  Robert  H.  Dedman,  Sr.,  Club 
Corporation  of  America  (CCA)  founder,  Chairman  of  the  Board  and  Chief  Executive 
Officer,  was  turning  some  undeveloped  North  Dallas  land  into  a  country  club  named 
Brookhaven.  That  club  has  since  mushroomed  to  54  holes  of  golf,  41  tennis  courts, 
10  racquetball  courts,  five  pools  and  a  fitness  center,  and  was  the  beginning  of  Club 
Corporation  of  America's  phenomenal  growth  track.  CCA  now  serves  a  network  of 
over  400,000  members  in  more  than  200  Associate  Clubs  around  the  world. 

Firestone  Country  Club,  as  host  of  the  NEC  World  Series  of  Golf,  is  one  of  nine  tour 
events  on  ClubCorp  (the  $600  million  parent  company  and  one  of  America's  top  1 00 
private  companies)  courses,  which  include  such  familiar  names  as  Pinehurst, 
Inverrary  and  Barton  Creek,  host  of  the  Senior  Legends  in  Austin,  Texas. 

"The  growth  and  health  of  CCA  can  be  largely  attributed  to  one  of  our  basic 
operating  principles:  The  liAember  is  King',"  says  Bob  Johnson,  President  of 
CCA.  "Each  of  the  clubs  managed  by  CCA  is  unique,  and  our  goal  as 
managers  is  to  be  sensitive  to  a  club's  specific  nature  while  adding  genuine 
value  to  it  --  in  order  to  regularly  surprise  our  members  by  exceeding 
their  expectations." 


Negotiating 
The  Monster  and 
Other  Tough  Holes 

They  call  it,  appropriately,  The 
Monster.  It's  the  South  Course's 
ndomitable  par-5, 625-yard  1 6th 
hole,  and  it's  undeniably  the 
do-or-die  point  for  many  a 
champion  player. 

Few  have  conquered  The 

Monster,  but  1 979  World  Series 

of  Golf  champion  Lon  Hinkle 

pulled  it  off  that  year  in  one  of 

the  most  extraordinary  shots 

in  golfing  history  —  and 

certainly  the  most  outstanding 

shot  of  his  lifetime. 

Hinkle  found  himself  stuck 

in  jail  in  the  trees  as  he 

approached  the  1 6th  hole,  with 

sure  defeat  staring  Kim  in  the 

face.  Taking  a  mad  gamble  and 

his  6  iron,  Hinkle  deliberately  hit  the 

ball  hard  and  low,  skipping  the  ball 

across  the  water — not  once,  but  twice 

—  to  save  the  par  during  the  second 

round.  It  was  the  shot  that  ultimately  won 

him  the  tournament.  Hinkle  claimed  "any 

good  player  can  make  a  ball  skip  across  the 

water"  and  modestly  attributed  his  success 

to  "a  little  backspin." 

This  year,  players  in  the  Pro-Am  event  will 
have  an  opportunity  to  win  something  new  -  a 
$1 0,000  pnze  for  charity  to  the  one  who  makes 
an  eagle  on  The  Monster  -  providing  a  real 
incentive  to  tackle  this  thcky  hole  with  tenacity! 
Lest  anyone  think  the  rest  of  the  South 
Course  is  a  piece  of  cake,  it  should  be  noted 
that  in  a  list  compiled  by  the  PGA  Tour,  two  of 
the  ten  toughest  holes  are  at  Firestone  —  both 
par  fours.  The  fourth  hole  ranks  the  third  most 
difficult  and  the  ninth  is  the  ninth  toughest. 
Average  scores  on  these  holes  (shot  by  pros 
dunng  the  1 989  NEC  World  Series  of  Golf)  was 
4.452  at  the  fourth,  and  4.418  on  the  ninth. 


Section  produced  by 
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The  World 
As  We  See  It. 

On  the  eighth  day,  some 
say,  golf  was  created. 

And  it  was  good. 

But  those  faithful  to  the 
game  wanted  more  than 
eighteen  holes.  So  we 
created  ClubCorp  and  a 
whole  new  perspective 
on  the  world  of  golf  was 
bom. 

And  it  was  excellent. 


ClubCorp 


The  largest  development, 
management  and 
consulting  corporation 
for  country  clubs,  city 
clubs,  athletic  clubs, 
resorts  and  daily  fee  golf 
courses  in  the  world,  as 
we  know  it. 

3030  LBJ  Freeway 

Suite  700 

Dallas,  Texas  75234 

214/243-6191 
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Computers  and  Communications 


And  now  a  message  from  our  sponsor... 


At  NEC,  we  encourage  strokes  of  genius. 
That's  why  we're  proud  to  sponsor  the 
World  Series  of  Golf 

This  tournament  of  champions  reflects 
our  commitment  to  excellence.  You  can 
see  it  in  our  products.  In  our  people  and 


in  our  sponsorship  of  international 
sports  events  of  distinction. 

The  NEC  World  Series  of  Golf 
It's  a  celebration  of  the  best  on  the  links, 
brought  to  you  by  the  best  at  linking 
computers  and  communications. 
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Watch  live  television  coverage 

OF  THE  NEC  World  Series  of  Golf 

ON  USA  Network.  August  23  &  24  and 

CBS,  August  25  &  26. 
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The  Larger  Context 


By  Micliael  Novak 


The  left  gleefully  cites  Kevin  Phillips  as  a 
conservative  who  damns  Reaganism. 
Phillips  is  as  conservative  as  fesse  fack- 
son — and  his  facts  are  wrong. 

A  HANGING  JUDGE 


the  most  basic  political  questions 
pivoted,  a  dividing  line  deeper  than 
region,  race  or  sex."  And  that  "the 
distribution  of  American  wealth 
has  depended  significantly  on  who 
controlled  the  federal  government,  for 
what  policies,  and  in  behalf  of  which 
constituencies."  (His  italics.)  Phrases 
such  as  "Darwinism,"  "natural  se- 
lection," "the  survival  of  the  fit- 
test" and  "class  war"  occur  scores 
of  times  in  his  200  pages. 

Phillips  harks  back  to  the  days  of 
Richard  Nixon,  whom  he  honors  as 
a  "cloth-coat"  Republican,  but  is 
frantic  to  destroy  the  reputation  of 
the  Reagan  Administration.  He  was 
sad  in  1988  that  "few  orators  or 
demagogues  had  |yet]  begun  blam- 
ing the  rich."  He  sees  the  1990s  as 
tinder  waiting  to  explode. 

Phillips'  juiciest  quotes  come 
from  leftist  critics  of  Reaganomics 
throughout  the  1980s — Jim  High- 
tower,  Lester  Thurow,  Robert 
Kuttner,  etc.  Phillips  never  greets 
anti-Reagan  tirades  with  skepticism 
or  demands  an  objective  look  at  all 
the  relevant  numbers.  He  is  a  hang- 
ing judge. 

Phillips  constructs  three  argu- 
ments, supported  by  three  rickety 
tables  to  which  he  keeps  turning: 

/.  The  income  gap  dividing  the  top 
fifth  of  the  population  from  the  lowest 
fifth  is  greater  in  the  CS.  than  in  sei'en 
other  Western  indnstricdized  nations.  If 
you  check  the  real  source  of  these 
numbers  in  the  World  Bank  annual 
reports  (not  the  Los  Angeles  Times, 
which  Phillips  cites),  you  will  find  a 
printed  caution:  These  figures  are 
from  different  years  between  1978 
and  1980  (before  Reagan)  and  are 
derived  from  different  methods  of 
measurement.  If  they  were  not 
highly  unreliable,  they  would  indict 


Kevin  Phillips,  a  self-described  con- 
servative, has  delighted  the  "class 
warfare"  left  with  a  nasty  attack  on 
Reagan  in  a  new  book,  TIk  Politics  of 
Rich  and  Poor.  The  left  loves  conser- 
vatives who  hate. 

Phillips  wants  a  knightly  Demo- 
crat to  saddle  up  and  rescue  the  na- 
tion from  Republicans,  whose 
whole  raison  d'etre,  he  says,  is  to 
concentrate  wealth.  He  regrets  that 
the  best  Democrat  he  can  find  so  far 
is  Jesse  Jackson. 

Phillips  claims  to  abhor  plutocra- 
cy. He  also  .claims  to  be  a  populist. 
However,  he  seems  to  know  as  little 
about  populism  as  about  our  peo- 
ple's resistance  to  envy. 

Two  distinctive  characteristics  of 
populism  in  America,  according  to 
historian  Richard  Hofstadter,  are  its 
"paranoid  style"  and  its  passionate 
envy.  Phillips  imagines  that  the 
American  people  are  burning  with 
envy.  Believing  this,  populists  usu- 
ally lose.  Envy  doesn't  inspire. 

Phillips'  vision  of  American  his- 
tory is  that  the  "concentration  of 
wealth  was  the  fulcrum  on  which 


Philosopher,  journalist  and  ex-U.S  ambas- 
sador Michael  Novak  directs  social  and  po- 
litical studies  at  the  American  Enterprise 
Institute  in  Washington,  D.C.  His  hook  The 
Spirit  of  Democratic  Capitalism  has  been 
widely  translated  around  the  tvorld 


Nixon  and  Democrats. 

Worse  still,  Phillips  should  not 
compare  the  U.S.  with  small,  ethni- 
cally homogeneous  nations  such  as 
Sweden,  Denmark  and  the  Nether- 
lands but  with  continental  Europe 
as  a  whole,  from  Portugal,  Spain  and 
Greece  northward.  That  continen- 
tal spread  would  more  closely  ap- 
proximate U.S.  ethnic  and  geo- 
graphical diversity.  After  all,  in- 
equality in  Minnesota  is  about  the 
same  as  in  Sweden. 

2.  Ineqiuilit)'  betiveen  these  tivo  in- 
come quintiles  in  the  U.S.  is  growing. 
Here  Phillips  overlooks  two  abso- 
lutely crucial  points:  The  data  he 
uses  are  pretax  (not  affected  by  tax 
cuts),  and  they  exclude  all  noncash 
redistributions  designed  to  help  the 
poor.  Moreover,  he  fails  to  note  that 
the  characteristics  of  those  in  the 
bottom  quintile  have  been  changing 
since  1960.  Most  are  now  female 
householders,  either  elderly  or,  if 
young,  mostly  unemployed.  In  the 
top  fifth  most  householders  are 
highly  educated  and  earn  profes- 
sional salaries:  Increasingly,  their 
households  double  these  advantages 
by  having  two  (or  even  three)  in- 
comes. Such  demographic  changes 
are  deeper  than  politics. 

Moreover,  from  1981  to  1988  an 
upward  push  in  incomes  raised  cut- 
off points  in  each  quintile  (in  con- 
stant dollars).  True,  the  share  re- 
ceived by  the  bottom  fifth  went 
down,  but  its  cutoff  point  rose  from 
$14,209  to  $15,102. 

r  The  share  of  wealth  held  by  the 
wealthiest'  0.5%  of  househoUk  rose 
sharply  between  1965  and  I9HA.  Phil- 
lips here  overlooks  a  key  fact.  The 
Reagan  tax  cuts  didn't  take  effect 
until  after  the  cited  study.  Second, 
he  misreports  that  his  chart  stems 
from  "data  furnished  by  the  Federal 
Reserve  Board."  Actually,  the  pro- 
fessor from  Michigan  commis- 
sioned to  do  the  study  by  the  Joint 
Economic  Committee  merely  sam- 
pled Federal  Reserve  data.  After 
having  made  a  $1  trillion  error  in 
the  committee's  first  published  re- 
port, which  had  to  be  withdrawn 
("We  handle  billions  daily,"  said 
one  congressman,  "but  talking  tril- 
lions is  real  money"),  in  their  cor- 
rected version  the  authors  show  no 
significant  statistical  difference  be- 
tween the  two  major  studies,  1965 
(25.4%)  and  1983(26.9%). 

Kevin  Phillips  huffs  and  puffs, 
trying  to  spread  hate  of  the  rich.  He 
is  neither  a  convincing  hater  nor  a 
convincing  economic  Marxist.  ■ 
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In  the  wake  of  disaster,  predators  emerge. 

In  the  wake  of  the  junk  bond  debacle, 

the  bondmailers  are  multiplying  and  flourishing. 


PAY  UP. ..OR  ELSE 


By  Matthew  Schifrin 


You  don't  hear  much  about  greenmail  anymore, 
but  leave  it  to  Wall  Street's  fertile  minds  where 
there's  a  buck  to  be  made.  Now,  in  the  wake  of 
the  junk  bond  collapse,  there's  bondmail. 
Bondmail?  It's  a  by-product  of  the  now  great 
American  junk  bond  binge.  People  who  should  have 
known  better  bought  junk  bonds  either  not  understanding 
or  not  caring  to  know  that  there  was  no  specific  collateral 
behind  them.  Others  used  them  cynically  to  play  off  the 
interest  rate  spreads.  But  junk  bonds  were  merely  lous 
from  highly  leveraged  companies  whose  con- 
trolling interests  had  put  in  little  cash. 
A  dumb  deal  they  were  for  the  investor. 
Heads,  the  investors  got  a  few  points 
over  the  market  rate  of  interest  for  a 
few  years;  tails,  they  lost  much  or  even 
most  of  their  money.  The  risk/reward 
ratio  was  heavily  stacked  against  the 
bondholder.  But  junk  bonds  were  a  fairy 
tale  come  true  for  dealmakers  and  their 
Wall  Street  agents.  To  collect  huge  tees, 
the  firms  often  said  deals  were  sound  that 
they  knew  were  not. 

Meet  Stanford  N.  Phelps,  56,  owner  of  a 
thriving  investment  business  headquartered 
modestly  in  Greenwich,  Conn.  Phelps  is  rev 
eling  in  the  junk  bond  mess  like  a  pig  in  a 
mudhole.  He  has  brought  bondmail  to  a  fine 
art.  He  will  go  into  the  market,  buy  a  bunch  of 
the  distressed  bonds  and  then  tell  the  issuer:  Pay  up  or  I'll 
throw  you  into  bankruptcy,  and  you'll  lose  the  company.  It 
often  works.  The  folks  who  control  the  company  give 
Phelps — and  sometimes  all  the  bondholders — a  better 
break.  If  not,  Phelps  drags  the  company  into  a  long  and 
painful  bankruptcy.  Among  the  companies  that  have  felt 
his  wrath:  mgf  Oil  Corp.,  MCorp.,  sci  Television  Inc.  and 
AP  Industries  Inc. 

Recently  Phelps  filed  an  involuntary  bankruptcy  peti- 
tion against  Houston  homebuilder  General  Homes  Corp. 
($258  million  revenues).  The  company  hasn't  paid  interest 
on  its  $140  million  in  subordinated  debt  since  January 
1988,  so  last  February  Phelps  bought  a  $2  million  stake  for 


about  $200,000.  Later  he  informed  management  that  un- 
less he  got  two  seats  on  the  board  he  would  throw  the 
company  into  bankruptcy.  Management  balked,  so  Phelps 
is  pulling  the  plug. 

Stan  Phelps  isn't  the  only  bondmailer  around,  but  he  is 
becoming  one  of  the  most  visible.  People  like  him  will  not 
lack  for  opportunities  as  more  junk  bond  deals  collapse. 

Bondmail  is  not  new.  There  have  always  been  a  few 
savvy  and  secretive  players  who  specialized  in  buying 
defaulted  bonds  and  holding  out  until  a  settlement  is 
offered  that  includes  a  fancy  profit  for  the  bondmailer.  In 
the  1940s  and  1950s  millions  were  made  by  players  using 
such  tactics  on  the  bonds  of  bankrupt  rail- 
roads— threatening  to  hold  up  reorganization 
until  their  demands  were  met.  In  the  1970s 
bondmailers  made  huge  profits  when  they 
bought  up  the  heavily  discounted  bonds  of 
defaulted  real  estate  investment  trusts  and 
forced  their  bank  sponsors  to  pay  settle- 
ments of  par  and  better. 

In  those  days,  defaults  were  fairly  rare 
and  mostly  the  result  of  businesses  that 
went  bad.  But  in  the  mid-1980s  Michael 
Milken  opened  the  floodgates  that 
poured  forth  $300  billion  in  bonds  that 
started  life  as  low-quality  and  relatively 
unsecured  paper.  No  surprise,  defaults 
multiplied.  Perfectly  good  businesses 
simply  found  themselves  unable  to 
earn  enough  to  pay  the  interest  on  new, 
highly  leveraged  capital  structures.  After  Milken  and 
Drexel  Bumham  Lambert  were  forced  out  of  business  by 
the  federal  government,  there  was  no  one  to  keep  order  in 
the  junk  bond  market.  Junk  bond  prices  collapsed,  giving 
prospective  bondmailers  a  chance  to  buy  them  cheap  and 
demand  that  managements  pay  up  or  else.  These  were  no 
mere  passive  institutional  holders  who  could  be  pushed 
around.  They  were  and  are  tough  homhres  like  Phelps. 

According  to  the  Bond  Investors  Association,  in  the  first 
half  of  this  year  there  were  40  corporate  bond  defaults 
amounting  to  over  $11  billion,  and  over  the  next  IVi  years 
another  $30  billion  are  likely  to  default.  Phelps  and  his  ilk 
are  no  longer  alone  in  the  bondmail  business.  Smelling 
opportunity,  pension  funds  and  other  institutions  have  put 


74 


FORBES,  AUGUST  6,  1990 


more   than   $3   billion   into   so- 
called  vulture  funds. 

Some  are  buying  defaulted  or 
distressed  bonds  instead  of  equity 
to  seek  control  of  companies.  The 
new  raiders  include  George 
Soros,  who  bought  up  a  big  block 
of  bonds  in  Sharon  Steel — the 
company  milked  and  bankrupted 
by  the  notorious  Victor  Posner. 
Soros  is  seeking  control  of  some 
of  Sharon's  assets.  Steinhardt 
Partners  and  Mutual  Shares  have 
formed  Japonica  Partners,  which 
bought  up  a  majority  of  the  debt 
of  Allegheny  International  and  is 
seeking  to  wrest  control  from 
management.  Robert  Bass  and 
Equitable  Life's  investment  part- 
nership, Acadia  Partners,  and 
other  bondholders  recently  took 
control  of  an  ailing  aluminum 
LBO  called  Easco  Corp.  Even  rjr 
Nabisco 's  owners  are  feeling  the 
heat  from  creditors.  Kohlberg 
Kravis  Roberts  recently  was 
forced  to  put  nearly  $2  billion  in 
additional  equity  into  the  deal 
and  is  retiring  nearly  $7  billion  in 
outstanding  debt. 

One  of  the  more  colorful  char- 
acters in  the  bondmail  business, 
Stan  Phelps  is  also  one  of  the 
toughest  and  meanest.  His  usual 
tactic  is  to  seek  to  control  strate- 
gic blocks  of  bonds,  sometimes 
enough  to  prevent  a  manage- 
ment-led restructuring  from  be- 
ing carried  out.  Phelps  then  says: 
Change  the  terms  to  give  my 
bonds  a  better  deal  or  I'll  tie  you 
up  in  the  courts.  Indefinitely. 

With  so  many  junk-leveraged 
deals  going  bad,  the  bondholders 
are  taking  terrible  baths.  The 
folks  who  did  the  deal  usually 
come  back  to  them  and  say,  sorry, 
fellas,  we  can't  pay  what  we  promised,  but  how  about 
taking,  say,  25  cents  on  the  dollar  and  letting  us  get  on 
with  running  the  company.  Many  of  the  bondholders, 
feeling  helpless,  acquiesce.  Bondmailers  are  made  of 
sterner  stuff. 

It  seems  to  give  Stan  Phelps  great  pleasure  that  many  of 
the  bond  deals  he  is  involved  with  were  originally  the 
work  of  Michael  Milken.  Mention  Milken  and  Phelps 
starts  to  rant,  barely  containing  the  hatred  and  anger. 
Phelps  compares  Milken  and  the  whole  Drexel  Burnham 
crew  to  gangsters — and  worse.  "Mikie  is  personally  re- 
sponsible for  $50  billion  in  s&il  losses,"  exclaims  Phelps, 
raising  his  voice  like  an  evangelical  preacher.  The  attacks 
grow  more  personal  as  Phelps  proceeds  to  blame  Milken 
and  the  Drexel  crew  for  being  responsible  for  much  of 
what  ails  America. 

Yet  Stanford  Phelps  is  the  very  mirror  image  of  Michael 
Milken.  Milken  represented  the  new  Wall  Street,  self- 
made,  unhindered  by  old  ideas  and  old  loyalties.  Whereas 
Milken  was  a  Califomian  from  a  modest  family,  Phelps  is 
a  member  of  the  old  Eastern  Establishment. 

Bom  to  a  father  who  was  a  prominent  accovmtant  and  a 


Mclanie  tvc  Banxas 


Stanfuni  N  I 'helps 


"There  are  so  many  pretty 

^rls  oat  there.  I  dont 
know  which  one  to  kiss." 

mother  whose  family  owned  a  shoe  manufacturing  compa- 
ny in  Rochester,  N.Y.,  Phelps  was  educated  at  Exeter,  Yale 
and  Harvard  Business  School.  After  getting  his  M.B.A.  in 
1960,  Phelps  headed  for  Wall  Street,  which  at  the  time  was 
dominated  by  men  of  his  background  and  breeding.  Mil- 
ken was  also  the  son  of  an  accountant,  but  he  grew  up  in  a 
middle-class  neighborhood  in  the  San  Fernando  Valley  and 
was  educated  in  public  schools,  the  University  of  Califor- 
nia at  Berkeley  and  the  Wharton  School.  The  two  are 
roughly  a  generation  apart  in  age,  much  more  in  outlook. 

But  why  the  personal  animosity?  It  goes  back  to  their 
close  association  20  years  ago. 

In  September  1970  Phelps  was  hired  by  Philadelphia's 
old-school  Drexel  Harriman  Ripley,  the  forerunner  of 
Drexel  Burnham  Lambert.  Phelps'  job  was  to  build  up  the 
firm's  bond  department  in  New  York.  Phelps,  then  36,  had 
spent  years  in  the  bond  business,  first  at  Citibank,  later  at 
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a  small  but  distinguished  Wall  Street 
house,  F.S.  Smithers,  now  defunct. 

Phelps  moved  fast.  In  the  first  year, 
Phelps  says,  he  built  up  Drexel's  bond 
department  to  75  people  and  in- 
creased annual  revenues  from 
$500,000  to  $8.5  milUon.  Phelps'  ow^n 
compensation  was  6%  of  revenues, 
making  him  one  of  the  highest-paid 
partners  at  Drexel  at  the  time. 

Without  question,  a  good  part  of  the 
department's  success  came  from  trad- 
ing a  list  of  about  250  out-of-favor 
bond  issues,  known  as  "fallen  an- 
gels." These  bonds  were  not  junk 
when  they  were  issued  but  became  so 
when  the  firms  got  into  trouble — is- 
suers such  as  Avco,  ltv  and  twa. 
Phelps  claims  he  created  the  list  and 
allowed  his  salesmen  and  traders  to 
deal  in  them.  Snorts  Phelps,  "I  set  up  the  junk  bond 
department  at  Drexel,  not  Mike  Milken." 

Milken's  spokespeople  refuse  to  comment.  But  those 
who  were  there  confirm  that  Milken  started  as  a  research 
analyst  under  Phelps  and  that  the  two  worked  together. 

Phelps  recalls  he  first  met  Milken  on  a  trip  to  Philadel- 
phia shortly  after  Phelps  joined  Drexel.  Milken  was  then  a 
young  Wharton  student  working  on  a  special  project  in 
Drexel's  back  office.  "Milken  was  motivated  and  had  good 
work  habits,  so  I  hired  him  in  five  minutes,"  says  Phelps. 

Despite  the  success  of  Drexel's  bond  operation,  Phelps 
was  fired  in  mid- 1972.  The  situation  surrounding  his  dis- 
missal is  murky.  Phelps  claims  the  firing  had  mostly  to  do 
with  his  compensation,  which  was  resented  by  others  in 
the  firm,  and  also  believes  Milken  may  have  had  him 
pushed  out  so  he  could  take  over  the  department.  Whatev- 
er the  facts,  most  agree  Stan  Phelps  has  held  a  heavy 
grudge  against  Milken  for  two  decades,  and  that  many  of 
Phelps'  favorite  bondmail  targets  are  former  members  of 
Milken's  junk  bond  network. 

People  who  have  worked  with  Milken  and  Phelps  say 
both  are  brilliant  analysts  and  have  almost  identical  work 
habits — working  long  hours  and 
studying  reams  of  financial  docu- 
ments nightly  for  ideas.  Yet  Milken 
ruled  over  the  junk  bond  era,  and 
Phelps  is  waxing  rich  in  its  collapse. 
The  mirror  image  is  complete. 

After  Phelps  was  fired  from  Drexel, 
he  worked  at  six  other  Wall  Street 
firms,  and  he  admits  he  was  fired  from 
most.  Former  associates  blame  his 
sometimes  questionable  trading  prac- 
tices. Also,  his  abrasive  nature  and 
stubborn  positions  have  irritated  in- 
vestment banking  clients  of  the  firms 
he  worked  for.  So  in  1986  Phelps  start- 
ed his  own  brokerage  firm,  S.N. 
Phelps  &  Co.,  with  $1  million  in  capi- 
tal. Its  returns  have  been  spectacular; 
those  who  are  familiar  with  Phelps' 
investments  say  he  rarely  earns  less 
than  100%  on  any  deal.  As  Milken's 
fortunes  waned,  Phelps'  waxed. 

Mind  you,  Stan  Phelps  is  no  philan- 
thropist. Complains  Seymour  Licht,  a 
Scottsdale,  Ariz,  investor  who  was  in- 
volved in  many  Phelps  forays:  "Stan 
Phelps  always  winds  up  with  a  few 
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more  jimmies  on  his  ice  cream  cone 
than  the  rest  of  us." 

A  case  in  point  is  Phelps'  invest 
ment  in  sci,  a  Denver-based  owner  oi 
TV  stations  that  defaulted  last  Octo- 
ber aAi  recently  refinanced  its  debt 
By  mid-November  more  than  95%  of 
sci's  bondholders  were  in  favor  of  a 
management  plan  that  would  leave 
George  Gillette,  the  chairman  and 
50% -owner  of  sci,  in  control;  bond 
holders  were  to  sacrifice  up  to  75%  on 
their  investments.  Phelps,  who 
owned  $2.5  million  of  sci  bonds, 
wanted  a  better  deal — and  got  it.  He 
began  by  filing  an  involuntary  bank- 
ruptcy petition  against  sci. 

This  not  only  threatened  sci's  re- 
structuring plan  but  also  put  the  other 
bondholders  in  the  odd  position  of 
siding  with  management  to  fight  Phelps  in  a  lawsuit. 

But  Phelps  isn't  much  interested  in  popularity.  He  made 
two  unannounced  visits  to  the  Vail,  Colo,  offices  of  Georgle 
Gillette.  Phelps  shouted  at  Gillette's  secretaries,  demand- 
ing to  see  Gillette  immediately.  Told  Gillette  was  not  in, 
Phelps  insisted  that  he  be  shown  Gillette's  office,  just  to 
see  if  it  was  lavishly  furnished  or  not. 

Phelps'  bankruptcy  petition  was  dismissed  by  the 
court,  which  upheld  the  original  settlement  between 
the  majority  of  the  bondholders  and  management.  Ever  the 
bulldog,  Phelps  wouldn't  give  up.  He  refused  to  tender  his 
bonds.  Thus,  while  other  bondholders  meekly  accepted 
their  haircut,  Phelps  ended  by  getting  back  interest  as  well 
as  seeing  his  bonds  go  way  up  in  value.  He  had  paid  around 
20  cents  on  the  dollar  for  them.  The  bonds  are  now  worth 
about  75  cents  on  the  dollar,  plus  Phelps  got  an  additional 
25  cents  on  the  dollar  in  back  interest — a  profit  of  about 
400%  in  a  few  months.  Using  such  tactics,  Phelps  has 
amassed  a  personal  net  worth  of  over  $50  million — and  his 
junk  bond  party  is  just  getting  warmed  up. 

Phelps'  conquests  include  a  number  of  bank-sponsored 
REITS  of  the  1970s,  Itel  Corp.,  Commonwealth  Oil  Refin- 
ing Co.,  Inc.,  Campanelli  Industries, 
Inc.  and  NuCorp  Energy  Inc.  More 
recently  he  is  targeting  Hillsborough 
Holdings  Corp.  and  San  Antonio  Sav- 
ings Association.  Already  he  has 
forced  MCorp  and  ap  Industries  into 
bankruptcy  proceedings.  Phelps  says 
he  plans  to  do  the  same  with  several 
other  of  his  investments,  including 
General  Homes. 

In  the  case  of  MCorp  ($3.5  billion 
assets),  Phelps  acquired  his  bonds  in 
1989  at  around  30  cents  on  the  dollar. 
He  then  forced  it  into  bankruptcy. 
Today  MCorp  bonds  trade  at  about  69 
cents,  and  Phelps  expects  to  get  par 
plus  back  interest. 

Tangling  with  Stan  Phelps  is  not  a 
pleasant  experience.  Listen  to  Phillip 
Marcum,  former  president  of  mgf  Oil: 
"One  day  this  guy  Phelps  knocked  on 
our  door  and  said,  my  people  own 
100%  of  your  14.5%  bond  issue  and 
you  have  to  deal  with  me.  After  that  it 
was  a  four-year  nightmare." 

Phelps  bombarded  mgf  with  law- 
suits and  charges  of  fraud  and  kick- 
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backs.  A  year  after  Phelps  came  on  the 
scene,  mgf's  president  and  founder, 
R.O.  Major,  resigned  and  soon  after 
died  of  a  heart  attack,  possibly 
brought  on  by  the  company's  trou- 
bles. Needless  to  say,  mgf  was  a  Mil- 
ken/Drexel  deal. 

According  to  Marcum,  Phelps  actu- 
ally owned  only  7%  of  mgf's  bonds  at 
the  time,  but  his  attempt  to  "hijack" 
MGF  forced  the  company  into  Chapter 
11  in  1984.  This  time,  bondholders 
probably  suffered  from  Phelps'  atten- 
tions. Worth  15  to  20  cents  at  the 
time  of  the  bankruptcy,  mgf  bonds 
are  now  worth  less  than  a  penny. 
Phelps  lost  money  on  his  bonds,  but 
he  was  made  partially  whole  with  a 
$750,000  "consulting  fee"  paid  to  his 
firm  by  the  company  that  ultimately 
pulled  MGF  out  of  bankruptcy. 

During  the  mgf  restructuring, 
Drexel  offered  Phelps  31  cents  on  the 
dollar  for  his  bonds.  Phelps  stubborn- 
ly refused,  though  his  cost  was  around 
15  cents.  Grumbles  Phelps,  "Milken 
was  trying  to  get  me  out  of  the  way." 

W'  ith  Milken  awaiting  sentencing,  Phelps  has  switched 
his  attentions  to  Milken's  associates.  Recently  he  has 
targeted  former  Drexel  banker  Stephen  Weinroth,  now 
chief  executive  officer  of  bankrupt  Integrated  Resources 
Inc.  Integrated  and  Phelps  hold  significant  amounts  of  the 
bonds  of  AP  Industries,  a  $200  million  auto  parts  firm. 

Here's  the  story.  Integrated  owns  $21  million  of  ap's  $88 
million  in  outstanding  bonds.  Phelps,  who  owns  $16  mil- 
lion of  the  bonds,  wanted  to  buy  Integrated's  a?  bonds  so 
he  could  get  the  upper  hand  in  the  ap  restructuring.  But 
Weinroth  won't  sell  to  Phelps. 

This  is  only  the  latest  of  Phelps'  efforts  to  get  his  hands 
on  AP.  In  late  March  Phelps  forced  ap  into  bankruptcy 
liquidation  after  bondholders  overwhelmingly  rejected  a 
bondmail-type  plan  he  put  forth  that  would  have  made 
him  chairman  and  provided  liquidating  fees  to  his  firm. 

Right  now  the  battle  is  a  stalemate.  Phelps  says  he  is 
suing  Integrated's  directors  and  Weinroth  personally  for 
$550  million,  claiming  that  Weinroth  fraudulently  sold 
the  bonds  to  another  Drexel  client  instead  of  to  Phelps. 
Ever  the  street  fighter  despite  his  patrician  upbringing, 
Phelps  wrote  nasty  letters  to  Weinroth,  with  copies  to  the 
Securities  &  Exchange  Commission. 
One  letter  demands  Weinroth  dis- 
close information  on  the  six  Drexel 
partnerships  Weinroth  has  invested 
in,  saying  that  is  where  Weinroth's 
"criminal  liability  is  greatest."  Now 
Phelps  has  bought  a  few  Integrated 
bonds  and  is  threatening  to  become  a 
menace  in  Integrated's  bankruptcy 
proceedings  as  well. 

Weinroth,  who  has  not  been  impli- 
cated in  any  charges  against  Drexel  or 
Milken,  calls  Phelps'  actions  extor- 
tion, saying:  "Phelps  harangues  me 
and  my  secretary  so  much  that  it  is 
becoming  laughable." 

So  obsessed  is  Phelps  with  ap  that 
he  made  a  "business  proposal"  to  offi- 
cials at  Alvarez  &  Marsal,  the  bank-^ 
ruptcy  advisory  firm  that  is  working 


Stephen  Weinroth 
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that  it  is  becoming 

laughable,"  says  Weinroth. 
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on  both  the  ap  and  Integrated  restruc- 
turings. According  to  Alvarez  &.  Mar- 
sal  senior  partner  Brian  Marsal, 
Phelps  essentially  offered  to  drop  a 
lawsuit  he  had  filed  against  Marsal's 
firm  if  Marsal  could  persuade  Wein- 
roth to  sell  his  AP  bonds  to  Phelps. 
Marsal  says  he  refused. 

These  days  Phelps  is  expanding  his 
firm  as  more  and  more  of  Milken's 
junk  bond  deals  become  undone. 
Phelps  recently  hired  four  new  bro- 
kers— three  former  Drexel  employ- 
ees— to  his  I5-person  firm.  "There  are 
so  many  pretty  girls  out  there,  I  don't 
know  which  one  to  kiss,"  says  Phelps. 
He  positively  beams  at  the  thought  of 
future  defaults  in  the  junk  bond  world. 
One  deal  he  is  watching  hungrily  is 
RjR  Nabisco.  Even  though  kkr  is  refi- 
nancing, Phelps  says  it  is  not  enough. 
He  expects  the  company  to  run  into 
serious  trouble  in  1992. 

While  Phelps  is  quick  to  criticize 
Milken  and  his  former  associates  for 
milking  deals,  he  himself  always  gets 
a  pound  of  flesh,  and  sometimes  sev- 
eral pounds.  Already  as  a  result  of  his  investing,  his  firm 
controls  three  corporations,  "rescued"  from  bankruptcy. 
They  are  Irving,  Tex.-based  Commonwealth  Oil  Refining, 
Atlanta-based  Citizens  Properties  Inc.  and  Realmark  Inc., 
which  was  formerly  Campanelli  Industries.  In  each, 
Phelps  and  his  associates  get  salaries  of  as  much  as 
$150,000  to  $250,000  a  year  per  entity,  as  well  as  fees  for 
"consulting  services."  But  Phelps'  fees  are  pennies  com- 
pared with  the  billions  Drexel  and  Milken  took  down. 
Phelps'  three  companies  have  publicly  traded  stock 
outstanding,  but  he  effectively  has  them  in  captivity, 
controlling  most  of  the  shares.  None  of  them  pay  divi- 
dends. Instead,  Phelps  uses  their  retained  earnings  to  make 
other  bankruptcy  investments:  Realmark  used  to  own  ltv 
bonds;  Citizens  holds  the  bonds  of  First  Republic  Bank. 
Sound  familiar?  It's  rather  like  Milken,  who  often  persuad- 
ed clients  to  use  surplus  cash  from  takeover  deals  to  invest 
in  other  Drexel  deals. 

Phelps  believes  he  will  end  up  controlling  several  large 
corporations  that  have  failed  because  of  overleverage. 
How  large?  Note  his  interest  in  rjr.  Stan  Phelps  is  a  man 
obsessed,  not  only  with  making  money,  but  also  with 
getting  back  at  his  former  Drexel 
associates.  He  often  speaks  of  the 
latter  in  terms  that  are  offensive  to 
decent  people.  His  personal  vendet- 
tas are  of  little  interest  to  the  world, 
but  in  helping  redress  the  balance  in 
favor  of  the  world's  much  abused 
junk  bond  holders  and  against  the 
powerful  dealmakers,  he  is  rendering 
a  public  service.  The  junk  crowd 
took  on  and  defeated  the  old  busi- 
ness establishment,  and  Stan  Phelps 
sometimes  sees  himself  as  the 
avenger.  A  nice  guy?  No.  But  he  and 
people  like  him  are  doing  useful 
work  in  strengthening  the  hands  of 
hapless  junk  bond  holders  who 
might  otherwise  be  at  the  mercy  of 
managements  who  shortchanged 
them  from  the  begirming.  ■ 
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funk  bombs  are  junk  bonds  with  a  built-in  time  bomb. 
Some  are  already  exploding. 


TICK,  TICK,  TICK 


By  Jason  Zweig  and  David  Stiz 

How  DID  SO  MANY  Wall  Street 
firms  justify  their  clients'  issuing 
junk  bonds  in  amounts  and  at 
interest  rates  that  the  clients'  earnmgs 
could  not  cover?  We're  talkmg  here  not 
about  run-of-the-mill  junkers  but  of  that 
special  kind  of  junk  bond  that  either  paid 
no  cash  interest  or  paid  it  in  some  deferred  form. 

Isn't  that  close  to  fraud,  selling  bonds  when  you  knew 
you  weren't  earning  enough  profits  to  pay  the  interest?  No, 
because  all  the  facts  were  in  the  prospectuses  and  because 


Wall  Street  is  very  good  at  rationalizing 
whatever  fattens  its  pocketbook. 

Listen  to  Joseph  Bencivenga,  the  for- 
mer head  of  high-yield  research  at  Drexel 
Bumham  Lambert,  who  now  runs  junk 
research  at  Salomon  Brothers.  He  says 
that  the  aim  of  issuing  bonds  beyond  a 
company's  ability  to  service  them  was 
Amhd.rMic  "to  finance   companies   so   they   could 

grow  into  their  capital  structure."  Is  that  a  little  like 
borrowing  money  for  a  trip  to  the  racetrack  in  the  hope  of 
both  paying  the  creditor  and  making  the  debtor  rich?  It  is. 
There  are  three  main  kinds  of  these  "trigger"  bonds: 


Kaboom! 

With  the  junk  bond  craze  at  its  height  a  few  years  ago,     listed  here  will  likely  be  forced  to  come  up  with  a  load  of 
scores  of  companies  giddily  issued  "trigger"  bonds.  Be-     cash  to  meet  the  bonds'  sharply  higher  service  costs.  In 
fore  long,  these  bonds  could  detonate.  At  a  predeter-     some  cases,  cash  interest  payments  could  take  up  more 
mined  date  between  now  and  1996,  the  50  companies     than  100%  of  cash  flow.  Bondholders  beware. 

Company 

Trigger  event' 

Issue 
size^ 

l$mil) 

Trigger 

date 

yr/mo/date 

Current 
cash 
flow 

($mil)^  ' 

— Annual 

current, 

on  all 

debt< 

cash  interest  ($mil) — 
increase        total  as 
as  of         of  trigger 
trigger  date       date' 

Debt 

service 

coverage* 

% 

Acadia  Markets 

PIK:  13.06 

85.0 

94/8/15 

18.9 

17.0 

11.1 

28.1 

149 

Adams-Russell 

Split:  0/1 6 '74 

272.5 

92/12/30 

40.0 

39.0 

45.7 

84.7 

211 

Adelphia  Communications 

Split:  0/16'/2 

169.0 

92/9/15 

140.8 

129.0 

27.9 

156.9 

111 

Air  &  Water  Technologies 

Split:  7'/2/13% 

84.0 

91/4/15 

49.1 

31.3 

5.3 

36.6 

75 

Aico  Health 

PIK:  18'/2 

42.7 

94/10/31 

57.6 

55.7 

7.9 

63.6 

110 

American  Standard 

Split:  0/14'/4 

545.9 

93/6/30 

443.1 

219.9 

77.8 

297.7 

67 

Ann  Taylor 

Split:  0/14% 

167.9 

94/1/15 

73.4 

35.0 

24.1 

59.1 

80 

Burlington  Holdings 

Split:  0/16 

271.7 

93/10/1 

319.9 

160.0 

43.5 

260.8 

81 

Burlington  Holdings 

Split:  0/16 

358.0 

93/10/1 

319.9 

160.0 

57.3 

260.8 

81 

Cablevision  Systems 

Reset:  12'/4/14 

200.0 

91/5/15 

230.0 

185.0 

3.5 

188.5 

82 

78 
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There  are  payment-in-kind  bonds, 
which  pay  interest  in  the  form  of  more 
bonds  in  the  early  years  and  then — in  the 
sweet  bye-and-bye — switch  to  large  cash 
payments. 

There  are  split-coupon  bonds,  which 
generally  pay  little  or  no  interest  for  a 
few  years  and  then  promise — promise — 
to  pay  extremely  high  interest  in  the 
bond's  later  years. 

There  are  resets,  which  pay  relatively  low  interest  rates 
in  the  early  years  and  then  are  reset  on  a  predetermined 
date,  usually  to  a  substantially  higher  rate,  depending  on 
market  conditions. 

Did  it  make  sense  to  buy  bonds  issued  on  this  basis? 
Recalls  Wayne  Josephson,  a  high-yield  analyst  at  Fitch 
Investors  Service:  "The  herd  instinct  took  over  the  whole 
investment  banking  community  once  again,  and  everyone 


seemed  to  buy  the  same  line."  Those 
whom  the  gods  would  destroy  they  first 
make  mad. 

In  December  1988,  at  the  tail  end  of 
the  junk-issuing  frenzy,  the  average  yield 
on  junk  with  cash  coupons  was  around 
12.90%,  versus  14.85%  for  junk  with 
deferred  coupons — a  yield  spread  of  only 
190  basis  points.  As  of  last  month,  the 
yield  on  cash-paying  junk  had  crept  up  to 
15.25%,  but  deferred  paper  was  trading  at  a  vertiginous 
yield  of  19.10%. 

Forbes  has  identified  roughly  200  companies  that  issued 
trigger  bonds  in  the  late  1980s.  That's  some  $40  billion  of 
junk  debt.  In  1991  and  1993,  two  peak  years,  some  $10 
billion  worth  of  bonds  must  begin  paying  cash  interest  or 
be  reset  to  higher  rates. 
Warns  Josephson  of  Fitch  Investors  Service,  "Any  slow- 


Company 

Trigger  event' 

Issue 
size^ 

(Srnil) 

Trigger 

date 

yr/mo/date 

Current 
cash 
flow 

(Smil)''" 

— Annual  cash  interest  ($mil) — 
current,       increase       total  as 
on  all            as  of         of  trigger 
debt"      trigger  date       date^ 

Debt 

service 

coverage* 

% 

Calmar  Spraying  Systems 

Spilt:  0/14 

150.0 

92/2/15 

38.6 

15.0 

21.0 

36.0 

93 

Charter  Medical 

Split:  0/13 

240.0 

91/8/16 

281.6 

127.0 

31.2 

158.2 

56 

Charter  Medical 

PIK:  15.85 

243.3 

95/8/15 

281.6 

127.0 

38.6 

196.8 

70 

Cherokee  Group 

Reset:  9/ 17 1/2 

117.5 

92/5/1 

34.4 

17.5 

10.0 

27.5 

80 

Club  Car 

Split:  10/14'/i 

76.0 

92/4/1 

15.0 

9.0 

3.4 

12.4 

83 

Colt  Holdings 

Split:  0/14'/4 

920.0 

93/7/15 

320.5 

135.0 

135.7 

270.7 

85 

Cullum  Co 

Split:  0/16 

260.0 

93/12/1 

75.2 

30.4 

41.6 

72.0 

94 

Dr  Pepper/Seven-Up 

Spilt:  0/151/2 

541.2 

93/4/1 

199.1 

76.2 

83.9 

160.1 

80 

Duracell  Holdings 

Split:  0/13i/« 

670.0 

93/9/15 

287.0 

147.0 

87.9 

234.9 

82 

DuK  &  Phelps  Funding 

PIK:  15 

75.0 

92/3/1 

14  3 

5.0 

11.2 

16.3 

113 

Eckerd  Holdings 

Split;  0/13 

345.2 

91/5/1 

230.5 

115.7 

44.9 

160.6 

70 

Edgcomb  Metals 

Spilt:  9/15 

138.5 

94/8/15 

28.6 

19.8 

8.3 

28.1 

98 

Envirodyne  Industries 

Split:  0/14'/2 

250.0 

94/8/1 

106.8 

80.0 

36.3 

116.3 

108 

EPIC  Healthcare 

PIK:  11 

50.0 

95/9/30 

93.0 

50.0 

5,5 

55.5 

60 

Fort  Howard 

PIK:  14% 

446,5 

94/11/1 

458.0 

329.0 

182.1 

511.1 

112 

Fort  Howard 

Split:  0/141/8 

827.0 

94/11/1 

458.0 

329.0 

182.1 

511.1 

112 

Gaylord  Container 

Spilt:  O/I6I/2 

125.8 

92/5/1 

121.0 

65.0 

20.8 

85.8 

70 

Harcourt  Brace  )ovanovich 

PIK:  14% 

357.0 

92/9/15 

102.3 

247.5 

53.0 

353.3 

345 

Harcourt  Brace  Jovanovich 

Split:  0/14% 

358.0 

92/9/15 

102.3 

247.5 

52.8 

353.3 

345 

Healthtrust 

Split:  0/16'/2 

365.0 

91/12/1 

274.7 

123.3 

60.2 

196.3 

72 

Healthtrust 

Split;  0/11.6 

110.0 

91/12/1 

274.7 

123.3 

12.8 

196.3 

72 

Hospital  Corp  of  America 

Spilt:  0/15% 

444.0 

91/8/1 

903.0 

475.0 

69.9 

545.0 

60 

Joy  Technologies 

Reset:  13/ 15 1/2 

120.0 

91/11/15 

51.1 

50.4 

3 

53.4 

104 

JPS  Textile  Group 

Split:  0/18% 

1600 

92/6/1 

76.9 

69.2 

30 

99.2 

129 

Kroger 

Split:  0/15'/2 

1,375.3 

93/10/15 

895.8 

460.0 

213.1 

673.0 

75 

'For  splits  and  resets,  the  number  before  the  slash  is  the  current  interest  rate  On  splits,  the  number  after  the  shish  is  rate  after  trigger  date;  on  resets  the  number 
after  the  slash  is  the  maximum  possible  interest  rate.  Maximum  rate  is  used  in  all  subsequent  calculations.     -^Amount  currently  outstanding;  many  will  be  larger  by 
trigger  date,      'Earnings  before  tax,  interest,  dividends,  depreciation  and  amortization.      ''For  most  recent  12month  period  available       ^Projected,  by  adding 
increase  in  annual  interest  payments  after  trigger  date  to  current  annual  cash  interest  payments      ""Percent  of  cash  flow  needed  to  cover  projected  annual  interest 
after  u-igger  date.      ^Assuming  Viacom  reset  takes  place  at  IVA%.      NM:  Not  meaningful. 

Sources:  Donaldson,  Lu/kin  &Jenrene;  Fild)  Investors  Service;  IDD  Information  Sen-ices:  Indeptb  Data:  Salomon  Brothers;  Securities  Data  Corp 
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down  in  the  economy  could  com- 
pound the  effect  of  the  triggers.  It 
will  have  a  double-whammy  ef- 
fect on  the  marginal  companies 
that  are  just  making  it  now." 

Thanks  in  good  part  to  the  prof- 
it-seeking urges  of  the  bond- 
mailers,  the  bondholders  may  not 
rbe  as  helpless  as  some  man- 
agements seemed  to  expect 

(see  story,  p.  74).  Gregory  Smith,  president  of  Indepth 

Data,  an  Oklahoma  City-based  junk  bond  research 

firm,  helped  compile  the  table  accompanying  this  story. 

Says  Smith:  "This  is  both  a  watch  list  and  an  opportunity 


ist.  A  whole  new  breed  of  inves- 
tor will  find  opportunity  in  these 
failures.  It  won't  be  the  old 
junk  bond  players.  It  will  be 
people  who  think  differently, 
who  really  look  under  the 
hood  to  see  who  holds  the 
bonds  and  who  has  the  power  in 
the  capital  structure." 
RjR  Nabisco  reset  bonds  ex- 
ploded and  bondholders  screamed.  The  equity  owners, 
Kohlberg  Kravis  Roberts,  had  to  put  in  a  lot  of  additional 
capital,  providing  extra  protection.  The  bonds'  prices  re- 
covered smartly.  In  danger  there  is  opportunity.  ■ 


KaboomI 
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Trigger  event' 
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(Smil) 

Trigger 

date 

yr/mo/date 

Current 
cash 
flow 

ISmilp'" 

— Annual  cash  interes 
current,       increase 
on  all            as  of 
debt'      trigger  date 

t  ($mil)— 

total  as 

of  trigger 
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service 
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% 

Macy  Merger 

Spht:  0/16 

881.1 

93/7/15 

730.9 

589.8 

141.0 

739.9 

101 

Malrite  Communications 

Spht:  0/15'/4 

167.0 

94/2/15 

18.0 

12.0 

25.5 

37.5 

208 

Maryland  Cable 

Split:  0/15% 

162.4 

93/11/15 

15.7 

9.6 

25.0 

34.6 

220 

Morse  Shoe 

Split:  8'/4/16 

221.0 

91/3/15 

47.9 

32.7 

17.1 

49.8 

104 

MS/Essex  Holdings 

Split:  0/16 

342.0 

95/11/15 

110.7 

35.9 

54.7 

90.6 

82 

Musicland  Stores 

Split:  12/14^4 

53.5 

91/9/30 

85.1 

42.7 

1.5 

44.2 

52 

National  Gypsum 

Spht:  0/15'/2 

572.7 

91/7/1 

126.1 

77.5 

88.8 

166.3 

132 

Owens-Illinois 

Spht:  0/15 

400.0 

93/6/1 

719.5 

418.5 

60.0 

576.9 

80 

Owens-Illinois 

PIK:  14'/2 

678.6 

93/6/1 

719.5 

418.5 

98.4 

576.9 

80 

PA  Holdings 

Reset:  12%/ 15 

235.0 

90/8/15 

157.5 

121.0 

5.3 

126.3 

80 

PA  Holdings 

PIK:  13 '/4 

120.0 

93/8/15 

157.5 

121.0 

15.9 

142.2 

90 

Panhandle  Eastern 

Reset:  llVi/W/a 

300.0 

91/8/1 

694.4 

448.8 

7.5 

456.3 

66 

Playtex  Apparel 

Spht:  9/14 

182.0 

94/4/1 

79.3 

40.0 

9.1 

49.1 

62 

Reliance  Electric 

SpUt:  0/14 

393.0 

92/4/1 

231.0 

50.0 

55.0 

105.0 

45 

SSC  Holdings 

Reset:  12'/2/I5 

125.0 

91/7/15 

241.8 

132.5 

3.1 

135.6 

56 

Supermarkets  General 

Spht:  0/13'/8 

182.6 

92/10/5 

326.5 

180.0 

24.0 

204.0 

62 

Supermarkets  General 

PIK:  12y8 

320.0 

92/12/15 

326.5 

180.4 

40.4 

244.8 

75 

Tonka 

PIK:  17'/4 

120.1 

92/12/1 

153.0 

77.0 

20.7 

97.7 

64 

Triad  Systems 

Reset:  14/161/2 

80.0 

92/8/1 

29.1 

11.0 

2.0 

13.0 

45 

TW  Services 

Split:  0/17 

712.1 

94/II/1 

396.3 

174.5 

121.1 

295.6 

75 

TWA 

PIK:  12 

391.3 

90/9/30 

11.4 

366.2 

47.0 

413.2 

NM 

TWA 

PIK:  12 

250.7 

90/10/24 

11.4 

366.2 

30.1 

443.4 

NM 

USG 

PIK:  16 

337.7 

93/7/16 

416.0 

251.0 

54.0 

305.0 

73 

Viacom 

SpUt:  0/143/4 

399.5 

91/6/15 

341.9 

169.1 

58.9 

228.0 

67 

Viacom 

Reset:  1 1 '/2/no  maximum 

193.0 

91/7/15 

341.9 

169.1 

— 

228.0 

67' 

Viacom 

PIK:  151/2 

340.3 

93/6/30 

341.9 

169.1 

52.8 

280.8 

82 

'For  splits  and  reset-s,  the  number  before  the  slash  is  the  current  interest  rate.  On  splits,  the  number  after  the  slash  is  rate  after  trigger  date;  on  resets  the  number 
after  the  slash  is  the  maximum  possible  interest  rate.  Maximum  rate  is  used  in  all  subsequent  calculations.     ^Amount  currently  outstanding;  many  will  be  larger  by 
trigger  date,      'Earnings  before  tax,  interest,  dividends,  depreciation  and  amonization.      ''For  most  recent  12month  period  available.      '^Projected,  by  adding 
increxse  in  annual  interest  payments  after  u-igger  date  to  current  annual  cash  interest  payments.     "^Percent  of  cash  flow  needed  to  cover  projected  annual  interest 
after  trigger  date.      'Assuming  Viacom  reset  takes  place  at  \V/i%.      NM:  Not  meaningful. 

Sources:  Donaldson,  Lujkin  &Jenrette;  Fitch  Investors  Sen/ice:  IDD  Information  Services.  Indepth  Data:  Salomon  Brothers:  Securities  Data  Corp. 
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Tenneco: 

where  we  Ve 
going. 


•■(!; 


A 
company's 
long  range  plan 
should  have  specific 
financial  objectives.  These  are 
Tenneco's.  One:  earn  a  20  percent 
or  higher  return  on  shareholders'  equity. 
Two:  generate  cash  each  year  in  excess  of  our 
requirements  for  capital  in- 
vestment, working  capital  and 
dividends.   Three:  increase 
our  earnings  per  share  by  at 
least  15  percent  each  yean 
Can  we  do  it?  Just  watch. 
We're  a  diversified  indus- 
trial company  that  knows 
where  it's  going.   To  learn 
more,  call  1-800-345-9027. 


Tenneco  Gas  (pipelines)  •  J  I  Case  (farm  and  construction  equipment)  •  Newport  News  Shipbuilding  •  Tenneco  Automotive 
Packaging  Corporation  of  America*  Albright  &.  Wilson  (specialty  chemicals) /Tenneco  Minerals 


¥)uhavetDdri 


Without  doubt,  the  Honda  Accord 
is  a  great  automobile.The  experts  have 
said  that  for  years.  It  has  become  the 
benchmark  for  other  auto  makers.  Its 
record  is  tmly  impressive. 

Incredibly,  then,  this  year  we  have 
redesigned  the  Accord.  And  our  new 
car  will  set  new  standards. 

The  new  Honda  Accord  is  bigger 
and  better  than  ever  before.  There  is 
more  room  inside,  the  ride  is  more 
comfortable  and  the  car  is  much  more 
responsive  under  all  driving  conditions. 

And  there  is  its  unique  beauty. 

Flat  surfaces  and  contours  blend 
harmoniously  while  all  the  lines  flow 
smoothly.  The  front  of  the  car  rounds 
to  the  wind  and  stylish  new  headlights 
mount  flush  to  the  airflow.  While  the 
rear  is  high  and  designed  according  to 
automotive  aerodynamic  principle. 

\bu  11  see  a  substantial  increase  in 
glass  area  which  adds  to  your  comfort 
and  visibility.  You'll  find  comfortable 
space  inside  the  car  between  yourself 
and  other  passengers. 

Because  the  new  Honda  Accord 
has  a  longer  wheelbase  and  is  more 
solid,  we  redesigned  the  race -proven, 
4-wheel  double  wishbone  suspension 
system.  The  ride  and  handling  are 
immensely  improved.  There  is  a  new 


speed  sensitive,  variable-assist  powei 
steering.  It  progressively  adjusts  the 
amount  of  assistance  for  improved 
road  feel  for  the  driver.  It  does  this  at 
all  speeds. 

The  body  looks  almost  like  it  is 
sculptured  from  a  solid  mass  of  stee 
Designers  concentrated  on  reducing 
the  number  of  seams,  refining  fit  an 
finish  and  countless  other  details. 


A  new  method  of  body  building 
stiffens  the  car  to  further  improve  arf  f 
quiet  the  ride. 

Once  seated  in  the  Accord,  you  a 
greeted  by  a  bright,  airy  environmen 
that  immediately  puts  you  at  ease.  A  \ 
controls  and  instmments  are  logically 
placed.  Everything  falls  into  your  lin  iv 
of  sight  and  is  within  your  reach.  The  id 
whole  interior  seems  designed  arour  )r 
you.  It  fits.  You  fit.  i 


IT)  ©  1989  Amcncan  Homti  Mom  Ca,  Inc. 


;  it  to  believe  it 


:!,' 


The  front  seats  are  larger  and  offer 
nore  support.  Rear  seats  contour  for 
)etter  comfort,  lliey  are  made  from 
•ne  piece  of  moulded  foam. 

Door  panels  and  the  uistmment 
»anel  are  each  moulded  from  a  single 
♦iece  so  there  is  nothing  to  rattle.  The 
eadliner  is  built  to  absorb  noise  and  is 
xessed  for  the  windshield  visors  and 
assenger- assist  handles.  Everything 


jids  in  nice  and  flush  tor  a  more  hitcd 
i3i)pearance. 

A  new^  ventilation  system  that  is 
a  jietand  significantly  moie  efficient 
n  Insures  your  comfbrt.nie  controls  are 
;\,rge  and  easy  to  use. 
11\     Under  the  aggressive  looking  and 
j]i;W  sloping  hood  is  a  new  arid  larger 
tie  lel-injected  engine.  It  now  has  more 
uni)rsepower  and  torque  for  impiuved 

^rformance  in  the  ranges  you  most 


often  drive.  Such  as  getting  through 
city  traftic  and  on  the  highway. 

Imaginative  Honda  technology 
makes  the  new  engine  mn  smoothly 
and  quietly.  Balance  shafts  built  in 
the  engine  cancel  the  inertial  forces 
that  cause  other  engines  to  twist  and 
shake.  It  s  amazing. 

Other  refinements  additionally 
reduce  vibration  and  noise.  And  help 
to  increase  performance. 

The  durable  Honda  five-speed 
manual  transmission  has  also  been 
redesigned.  It  is  stronger  and  more 
rigid  to  match  the  increased  engine 
power  and  torque.  It's  also  smoother 
and  quieter. 

ilieies  a  new  Honda  four-speed 
automatic  transmission  available  that 
is  very  compact,  smooth  shifting  and 
efficient.  And  the  transmission  has  a 
di  iver  selectable  Sport  mode  with 
lockup  torque  converter. 

Everything  about  the  new  Accord 
is  designed  to  increase  the  quality  of 
driving.  It  is  a  car  attuned  to  the  driver. 
It  makes  you  more  pleasantly  aware 
of  the  enjoyment  of  driving. 

Ill  this  case,  driving  is  believing. 


H  0]V  DA. 


The  NewAccord 
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Marketing 


Edited  by  Joshua  Levine 


China's  family  planning  policies  have  cre- 
ated smaller  families  and  Asia  s  most  noto- 
rious brats.  HJ.  Heinz  is  quietly  cashing  in. 


Feeding  China's 
"little  emperors" 


By  Patrice  Duggan 


Iet's  see  now:  22  million  babies 
_  bom  in  China  each  year.  That's 
I  almost  six  times  the  number 
bom  every  year  in  the  U.S.  Sell  baby 
food  over  there  at  75  cents  for  a  box 
that  will  last  ten  days.  Promote  it 
heavily  on  television.  Pretty  soon 
you're  talking  a  potential  market  of 
. . .  billions! 

It's  hardly  a  new  idea.  Way  back 
during  the  1930s  Depression,  Sinolo- 
gist Carl  Crow  suggested  that  selling 
goods  to  China  was  the  solution  to 
U.S.   economic  woes.   Sell  but  one 


item  to  each  of  the  then  400  million 
Chinese,  and  the  U.S.  would  be 
wealthy  again.  Crow's  pie-in-the-sky 
theory  became  the  butt  of  marketing 
jokes  for  an  entire  generation. 

But  more  than  than  50  years  later 
China  has  over  a  billion  people,  and 
food  giant  H.J.  Heinz  Co.  is  putting 
Crow's  theory  to  the  test  again.  With 
little  fanfare  in  the  U.S.,  Heinz  has 
been  manufacturing  an  instant  rice 
cereal  for  babies  in  a  small  $10  mil- 
lion plant  in  Guangzhou  (formerly 
Canton),  the  capital  of  China's  south- 
em  Guangdong  Province. 

The  factory,  a  joint  venture  begun 


//./  Heinz  billboard  in  Guangzhou,  China 
Bringing  the  mess€ige  to  the  People's  Republic. 


four  years  ago  with  two  Chinese  part- 
ners, is  80%  owned  by  Heinz.  Earlier 
this  year,  speaking  to  an  audience  of 
local  Pittsburgh  businessmen,  Heinz 
Senior  Vice  President  Derek  Finlay 
echoed  Crow's  intoxicated  optimism: 
"Chinese  infants  . .  .  add  approxi- 
mately 22  million  to  their  numbers 
each  year.  This  is  equal  to  six  new 
Irelands  or  New  Zealands  every 
year — the  mind  boggles!" 

As  Congress  battles  over  China's 
most-favored-nation  status,  Heinz  is 
keeping  very  quiet  about  its  China 
operations.  But  Forbes  has  learned 
that  Heinz  has  already  become  profit- 
able in  a  country  where  many  compa- 
nies don't  expect  to  turn  a  profit  for 
more  than  a  decade.  The  $15  million 
in  China  sales  is  a  mere  blip  on  Heinz' 
$6  billion  in  revenues,  but  the  compa- 
ny is  already  making  the  same  15% 
margins  it  does  in  the  U.S.,  where  it 
has  a  14%  share  of  the  $925  million 
baby  food  market.  Operating  at  capac- 
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Happy  Heinz  consumers  beadhijj,  home 

A  market  eqntal  to  six  new  Irelands  or  New  Zealands  every  year. 


ity  in  its  China  operations,  the  com- 
pany has  already  begun  looking  for  a 
site  for  a  new  factory. 

Much  of  the  success  can  be  attribut- 
ed to  savvy  marketing,  heavily 
w^eighted  toward  spiffy  television 
commercials  produced  by  Interpublic 
in  Hong  Kong.  By  U.S.  standards,  the 
media  costs  are  virtually  zero:  For  in- 
stance, a  30-second  commercial  in  a 
province  like  Sichuan,  which  has  a 
population  of  105  million,  costs  about 
$200.  In  New  York,  by  contrast,  a  city 
of  8  million  people,  a  prime-time  30- 
second  commercial  will  cost  about 
$25,000. 

The  ads  picture  plump,  happy  Chi- 
nese babies  cuddled  by  pretty  moth- 
ers. A  quick  spiel  on  vitamins  and 
minerals  assures  viewers  of  the  high- 
est nutrition. 

Being  a  Western  product  doesn't 
hurt,  either.  Says  Mun  Yee  Chan,  for-' 
mer  vice  president  of  research  at 
Gruntal  &  Co.:  "There  is  a  mystique 


that  the  Western  product  is  more  nu- 
tritious, that  it  is  of  higher  quality." 
Every  box  of  Heinz  baby  food  carries 
its  message  in  both  Chinese  and  En- 
glish— the  English  to  impress  con- 
sumers with  the  product's  foreign- 
ness.  While  the  tv  commercials  are  m 
Chinese,  Ron  Cromie,  general  manag- 
er of  J.  Walter  Thompson  China,  says 
it's  clear  to  the  Chinese  audience,  just 
by  the  quality  of  the  production,  that 
the  ads  are  foreign. 

Heinz,  taking  a  leaf  from  its  U.S. 
book,  does  most  of  its  advertising  on 
television;  its  Chinese  competitors 
stick  primarily  to  newspapers  and 
billboards.  With  television  in  over 
95%  of  urban  Chinese  households — 
slightly  more  than  in  the  U.S. — that 
gives  Heinz  a  big  advantage. 

Heinz  also  has  demographics  going 
for  it.  Under  China's  policy  of  holding 
down  population  growth,  couples  that 
limit  themselves  to  one  child  get  sala- 
ry increases  and  housing  privileges. 


As  a  result,  the  fertility  rate  of  Chi- 
nese women  has  fallen  from  4.1%  in 
1974  to  2%  in  1989.  Since  the  policy 
is  more  difficult  to  enforce  in  rural 
areas,  fertility  rates  are  lowest  in  ur- 
ban areas. 

Thus  China's  cities  are  now  filled 
with  only  children  who  are  the  target 
of  all  the  love  and  attention  of  two 
parents.  So  doted  upon,  these  children 
have  come  to  be  known  in  Asia  as 
"little  emperors,"  demanding,  and  of- 
ten receiving,  much  more  than  Chi- 
nese children  of  previous  generations 
could  have  dreamed.  Certainly  the 
best  in  baby  food  is  none  too  good  for 
these  privileged  infants. 

In  this  case  best  means  foreign,  and 
while  75  cents  for  a  box  of  Heinz  rice 
cereal  is  expensive  to  a  worker  bring- 
ing home  $40  a  month,  who  could 
begrudge  it  for  little  emperors  and  em- 
presses? "With  the  one-child  policy, 
almost  all  of  the  disposable  income  of 
an  urban  family  will  go  to  the  one 
child,"  says  J.  Walter  Thompson's 
Cromie.  "Food  is  sacred  in  China," 
says  Ann  Scott  Tyson,  a  journalist  and 
mother  of  a  I4-month-old  son  living 
in  China.  "They're  having  only  one 
baby  and  they're  desperate  to  make 
sure  that  the  baby  is  getting  adequate 
nutrition." 

Then  there  is  the  convenience 
Heinz  offers  to  working  couples.  The 
Heinz  cereal  is  precooked  and  instant, 
appealing  to  the  70%  of  the  women 
who  work  and  who  receive  only  90 
days  of  maternity  leave.  The  less  ex- 
pensive Chinese  product  has  to  be 
cooked.  , 

This  year  Heinz  will  face  its  first 
foreign  competition  in  China.  Nestle, 
an  old  hand  at  selling  baby  food  and 
formula  worldwide,  just  opened  a  fac- 
tory near  Harbin,  capital  of  the  north- 
ern province  of  Heilongjiang  (former- 
ly Manchuria).  Ncstle's  60% -owned 
joint  venture  will  produce  formula 
and  instant  milk  powder  as  well  as 
cereals.  Nestle  is  planning  to  market 
its  cereals  on  television,  much  the 
way  Heinz  does. 

Both  Heinz  and  Nestle  were  wel- 
comed with  open  arms  by  the  Chinese 
government.  Unlike  some  other  joint 
ventures  producing  for  the  domestic 
market,  Heinz  and  Nestle  don't  have 
strict  export  requirements.  (Although 
Heinz  is  hoping,  at  some  point,  to 
export  tomato  paste.)  The  Chinese 
were  eager  to  bring  in  foreign  baby 
food  manufacturers,  hoping  to  up- 
grade infant  nutrition.  One  thing 
Heinz  promised  to  do  was  establish  a 
program  to  study  problems  of  malnu- 
trition in  Chinese  infants. 

Maybe  Carl  Crow  was  essentially 
right,  after  all.  ■ 
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^Software  for  mahogany  dealei 
doesn't  grow  on  treesf 


"I  sell  exotic  hardwoods,  so  I  need  software  that's  pretty  un- 
usual. I  spent  two  years  trying  to  find  the  right  thing,  without  any  luck. 

""I  was  about  to  give  up  and  hire  a  programnitT  when  I  called 
IBM.  hi  one  day,  they  ibund  what  Id  been  looking  tor. 

"\bu  know  what  amazes  me  most  about  that?  That  1  hadnt 
called  them  sooner." 

The  Solution.  Over  13,000  software  applications  (from  IBM 
and  others)  are  listed  in  the  data  base  at  IBM's  National  Solution 
Center.  Along  with  over  14,000  customer  references. 

So  not  only  can  we  find  software  for  all  types  of  IBM  systems, 
and  virtuallv  anv  kind  of  business,  we're  likely  to  find  you  another 
person  who's  already  using  it. 

R)  [)ut  I  BM's  Nationa  1  Solut  ion  Center  to       ZZZ  ZIZL.  Z=L  ZS«^ 
work  for  vou,  call  us  at  1  800  lBM-6676  ext.  975;       =    ==   E~E 


We'll  arrange  lor  an  IBM  mai'ketingrep  tocall  you. 


©  1990  IBM  Corporation 
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There  aren  V  many  glass  bottles  left  in  su- 
permarkets. If  Const afs  Charles  Casey  has 
his  way,  there  wont  he  any. 


Casey  at  the 
bottling  plant 


By  Rita  Koselka 


WHEN  WAS  the  last  time  you 
bought  soft  drinks,  peanut 
butter  or  ketchup  in  glass 
bottles:  Or  sliced  your  finger  on  a 
glass  shard  or  tin  can  lid  protruding 
unseen  from  the  trash  bag- 

Plastic  bottles  are  vanquishing 
glass  and  cans,  and  leading  the  charge 
is  Constar  International  hic.'s  Chair- 


man Charles  Casey.  Casey,  63,  has 
spent  40  years  in  the  packaging  busi- 
ness, first  on  the  glass  side  and  more 
recently  on  the  plastics  side.  The  lat- 
ter is  better.  "You  haven't  yet  seen 
even  the  tip  of  the  iceberg,"  says  Ca- 
sey of  opportunities  in  plastic  packag- 
ing. "Probably  the  only  thing  we'll 
leave  to  the  glass  industry  is  the  fine 
wine  bottle  market." 

Based  in  Chattanooga,  Tenn.,  Con- 


star  makes  over  3  billion  plastic  bot- 
tles a  year,  more  than  anyone  else  in 
the  U.S.  Customers  include  Coca- 
Cola,  Folger's  coffee,  Skippy  peanut 
butter.  Last  year  Constar  earned  $16 
million  on  sales  of  $542  million.  That 
3%  net  margin  is  quite  respectable  for 
the  commodity  packaging  industry. 
Earnings  are  up  from  $10  million  in 
1985  on  sales  of  $363  million. 

Casey  is  actually  on  his  second  ca- 
reer in  packaging.  He  had  retired  rich 
in  1985  after  selling  a  glass  company 
of  which  he  was  president  and  a  major 
shareholder.  Soon  after  selling  out,  he 
received  a  call  from  John  Pollock,  an 
old  friend  and  colleague  who  runs 
Dorsey  Corp.,  the  cargo  trailer  maker 
where  Casey  had  formerly  worked. 
Pollock  was  having  no  end  of  trouble 
with  Dorsey's  Sewell  Plastics  unit. 
Would  Casey  help  him  get  Sewell's 
runaway  operating  costs  in  line? 

Producing  plastic  bottles  is  a  com- 
modity business:  Let  costs  get  just  a 
little  out  of  line,  and  wave  your  cus- 
tomers good-bye.  After  taking 
stock,  Casey  teamed  up  with  a  young 
Sewell  vice  president  named  Robert 
Nickels.  Together  they  redesigned 
Sewell's  cost  accounting  system  to 
determine  the  exact  cost  of  each  prod- 


Constar  Internatiojuil  CbciiDiuni  (.'/xiiics  (.t/sc)' 

"You  haven't  yet  seen  even  the  tip  of  the  iceberg.' 


Ann  Staies/Saba 
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uct  at  each  step  of  the  manufacturing 
process.  This  gave  them  immediate 
feedback  on  production  problems  as 
they  arose,  and  enabled  them  to  quote 
prices  that  genuinely  covered  costs. 
They  also  slimmed  inventories  and 
introduced  computerized  production 
and  design  capabilities.  With  the  new 
design  tools  in  place,  the  company 
invited  customers  into  the  plant  to 
work  with  engineers  and  designers  to 
create  new  bottles  that  better  met 
their  needs. 

It's  a  lean  operation.  Constar  head- 
quarters consists  of  18  people.  This 
small  staff  oversees  3,700  employees 
in  29  plants,  including  5  in  Europe 
and  1  in  Canada.  The  work  force  is 
15%  smaller  than  what  it  was  three 
years  ago,  but  it  produces  40%  more 
bottles.  Among  other  things,  the  bot- 
tles are  30%  lighter  than  they  were  a 
decade  ago,  which  makes  them  cheap- 
er to  make. 

In  1987  Casey  was  named  chief  ex- 
ecutive of  Dorsey,  replacing  his  old 
friend  Pollock.  He  sold  all  of  Dorsey's 
assets,  with  the  exception  of  Sewell's 
plastic  bottle  business,  and  focused 
his  attention  on  expanding  it.  In  1988 
Casey  rechristened  the  company  Con- 
star  Intemational. 

Casey  has  neatly  circumvented 
what  could  be  one  of  Constar's  worst 
headaches — an  emotional  backlash 
from  environmentalist  consumers — 
by  hooking  up  with  Shrewsbury,  N.J.- 
based  Wellman  Corp.  Wellman  is  one 
of  the  country's  largest  waste  plastics 
recycling  companies.  Here  in  the 
U.S.,  Constar  purchases  a  large 
amount  of  the  used  polyethylene  bot- 
tles Wellman  collects;  about  25%  of 
Constar's  polyethylene  for  soda  bot- 
tles is  now  recycled  plastic,  and  the 
ratio  is  rising. 

In  Europe,  PepsiCo  and  Coca-Cola, 
two  of  Constar's  largest  customers, 
are  investing  heavily  in  anticipation 
of  1992.  Casey  wants  to  be  there,  too. 
Constar  and  Wellman  have,  within 
the  last  year,  bought  two  plants  in  the 
U.K.,  two  in  the  Netherlands  and  one 
in  France.  This  makes  Constar  the 
largest  producer  of  recyclable  polyeth- 
ylene terephthalate  (pet)  bottles  in 
Europe,  where  glass  bottles  are  still 
abundant  and  plastic's  growth  pros- 
pects are  especially  bright.  Casey  pre- 
dicts Constar's  European  sales  will 
climb  from  $120  million  now  to  $500 
million  by  the  end  of  the  decade. 

Constar  currently  accounts  for  35% 
of  the  U.S.  market  for  beverage  con- 
tainers. It's  also  making  inroads  into 
the  food  industry:  Lighter,  unbreak- 
able plastic  containers  flow  more  eas- . 
ily  down  production  lines  and  are 
more  appealing  to  customers.  New 


technologies  will  soon  allow  Constar 
and  others  to  bottle  hot  food  products 
like  spaghetti  sauce  without  warping 
the  plastic. 

With  things  running  smoothly,  Ca- 
sey is  thinking  about  retiring  again. 


He  figures  the  timing  is  right.  He  re- 
members working  in  the  glass  con- 
tainer business  when  the  business 
was  in  decline.  "But  this  time  I'll  be 
getting  off  before  it  comes  down,"  he 
says  of  plastics.  ■ 


While  others  have  found  doing  business  in 
Asia  to  he  daunting,  Chicago's  billionaire 
Pritzker  family  has  quietly  built  a  substan- 
tial and  successful  Far  Eastern  empire. 

What,  no  strategic 

planning 

department? 


By  Steve  Weiner 


Tl  HE  FEDERAL  GOVERNMENT  SayS 
U.S.  companies  are  not  permit- 
ted to  do  business  with  Viet- 
nam. Yet  smack  in  the  ko,,, 
middle  of  Ho  Chi  Mmh 
City  squats  the  Saigon 
Floating  Hotel,  the  best 
accommodations  in  town. 
It  has  201  air-conditioned 
rooms,  satellite  television 
reception,  telephones  that 
work  and  water  you  can 
drink  from  the  tap.  Its  op- 
erator is  Southern  Pacific 
Hotel  Corp.  of  Australia, 
which  is  owned  by  Hale 


Corp.  of  Hong  Kong. 

But  the  trail  leads  back  to  the  U.S.: 
Hale's  stock  is  controlled  by  foreign 
trusts  whose  main  beneficiary  is  the 
Pritzker  family  of  Chicago.  It  is  part  of 
a  vast  and  convoluted 
Pritzker  empire — over- 
seen mainly  by  lay,  68, 
and  his  brother  Robert, 
64 — which  includes  Hyatt 
hotels  and  resorts,  60 
Marmon  Group  manufac- 
turing companies,  and  a 
global  spread  of  invest- 
ments in  real  estate,  lum- 
ber, shipping  and  financial 
and  travel  services. 

How   do   the   Pritzkers 


I'.uil  .VUiidc-lh 


Jay  Pritzker  (top)  and  his  Ijrother  Robert 
"We  don't  believe  in  long-range  planning  .  .  .  things  never  work  out. 
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Parking  is  such  sweet  sorrow. 


^^:;  .«'S^ot-pound.oftorc,u.. 
To  c6,Splement  all  that  power  there  s  a 

Buckl«up-loBelheriv»:tailsaveliv«»- 


5-speed  manual  overdrive  tran^mis    on^ 
"speed-sensitive"  power  steering,  automa 
rfde  control  suspension  and  four-wheel  d, 
anti-lock  brakes. 

'"And  this  Thunderbird's  interior  is  as 
imoressive  as  its  sleek  exterior.  Articulatt 
'bXt  seats  with  power  lumbar  and  side 
bolster  supports  are  standard.  So  is  a 


4k 
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rformance  analog  instrument  cluster,  air 
atii«ditioning  and  power  windows.  There's 
JisiHi  an  available  compact  disc  player  and  a 

ie  speaker  JBL  sound  system. 
;    Ford  Thunderbird  SC.  Parking  is  such 
ed  jet  sorrow. 

I  st-built  American  cars. 

The  best-built  American  cars  are  built  by 


Ford.  This  is  based  on  an  average  of  consumer- 
reported  problems  in  a  series  of  surveys  of  all 
Ford  and  competitive  '81-'89  models  designed 
and  built  in  North  America.  At  Ford,  "Quality 
is  Job  1." 

Ford  Thunderbird  SC 


Have  you  driven  a  Ford... lately? 


Tfx  Saigoti  /'/oatiri^  Hotel  at  Hero  /'ark 

Telephones  that  tvork  and  water  you  can  drinkjrom  the  tap. 


elude  the  Vietnam  ban?  The  Treasury 
Department  says  it  isn't  sure,  and  no 
wonder,  given  the  onionhke  layers  of 
control.  But  Jay  says  the  answer  is 
simple:  "These  are  foreign  entities, 
and  we  don't  control  foreign  entities." 
That  will  come  as  a  great  surprise  to 
those  who  do  business  with  Hale  and 
Southern  Pacific,  and  find  the 
Pritzkers  clearly  in  the  driver's  seat. 

Peter  Hook,  Southern  Pacific's 
spokesman,  says  the  "floatel,"  as  the 
oil-rig-like  structure  is  known,  is 
owned  by  eie  International,  a  Japanese 
conglomerate  run  by  Harunori  Taka- 
hashi,  a  frequent  Pritzker  partner; 
others,  including  a  Vietnamese  gov- 
ernment agency,  are  development 
partners.  "It's  not  as  if  the  Pritzkers 
operate  directly  in  Vietnam,"  he  says. 

Yet  the  floatel  is  typical  of  the  flexi- 
bility and  ingenuity  the  Pritzker  clan 
has  used  in  quietly  building  a  great 
network  of  investments  in  Asia. 
Rather  than  jumping  in  boldly  and 
noisily,  they  have  used  an  extensive 
network  of  business  relationships  and 
local  managements.  "They  make  de- 
cisions faster  than  a  corporation," 
says  Adriaan  Zecha,  the  Indonesian 
hotel  and  publishing  magnate  and 
longtime  Pritzker  associate  who 
works  out  of  Hong  Kong.  "Doing  busi- 
ness here  depends  a  great  deal  on  your 
relationship  network.  Someone  says, 
'Here's  a  deal,'  and  you  say,  'Gosh, 
this  is  good  for  my  friend  Jay.'  " 

Zecha  befriended  the  Pritzkers 
years  ago  as  a  skiing  companion  at 
Courchevel,  France.  Two  years  ago, 


when  Zecha  was  offered  Southern  Pa- 
cific Hotel  Corp.,  he  did  indeed  turn 
to  his  old  buddy.  At  $435  million,  "It 
was  too  big  a  deal  for  me,"  recalls 
Zecha.  He  called  Jay  Pritzker,  who 
took  a  large  stake  and  eventually 
bought  all  of  Southern  Pacific  as  well 
as  its  parent,  now  called  Hale,  which 
until  this  year  was  publicly  held. 

Has  it  proven  a  good  investment? 
As  usual,  yes.  In  1988  Southern  Pacif- 
ic owned  most  of  the  38  hotels  it 
operated,  mostly  in  Australia  and 
New  Zealand.  But  the  Pritzkers  are 
hotel  managers  who  consider  owner- 
ship to  be  unnecessary  and  risky,  so 
they've  sold  many  of  the  hotels,  cov- 
ering much  of  the  original  cost  of  the 
acquisition  and  retaining  lucrative 
management  contracts. 

The  chain  has  expanded  rapidly  and 
now  operates  55  budget  and  business 
hotels  in  seven  countries  under  four 
names — Parkroyal,  Travelodge,  Tra- 
velCourt  and  Centra.  Another  1 1  ho- 
tels are  under  development,  and  the 
chain  is  preparing  to  leap  into  Eastern 
Europe.  Despite  a  soft  Australian  ho- 
tel market,  revenues  rose  15%  last 
year,  to  about  $271  million  in  U.S. 
currency;  operating  profits  rose  about 
10%,  to  about  $25  million. 

Hyatt  International,  the  Chicago- 
based  overseas  luxury  chain,  has 
grown  rapidly  in  the  region,  with  its 
51  lush  hotels  and  resorts,  the  first  of 
them  opened  in  Hong  Kong  in  1969. 
With  revenues  of  $653  million  last 
year,  Hyatt  International  is  already 
about  one-third  the  size  of  the  U.S. 


arm  of  Hyatt. 

As  important  for  the 
family  is  Getz  Corp.,  the 
San  Francisco-based  trad- 
ing company  that  last  year 
generated  $600  million  in 
sales  of  a  surprisingly 
broad  variety  of  automo- 
tive, industrial  and  food 
products,  from  farm  trac- 
tors in  Thailand  to  pow- 
dered milk  in  Taiwan,  in 
15  Asian  and  Pacific  mar- 
kets. Here  it  has  cultivat- 
ed loyalty  with  long-term 
local  relationships. 

So  in  1985,  when  heart- 
valve  maker  St.  Jude  Med- 
ical could  not  maintain 
adequate  supply,  Getz 
executives  nevertheless 
rode  out  the  hard  times., 
Today  Getz,  with  St.  Jude, 
claims  to  hold  55%  of 
the  Japanese  heart-valve 
market. 

"With  the  expanding 
economies  out  there,  Asia 
represents  a  big  opportu- 
nity, and  we've  tried  to  stay  open  to 
ideas,"  says  Jay  Pritzker.  But  none  of 
it  has  been  because  of  a  grand  strate- 
gy, says  Robert.  Accomplished  deal- 
makers,  the  Pritzkers  have  the  confi- 
dence to  move  quickly  and  without 
lengthy  consultation  when  a  deal 
smells  right. 

For  example,  the  brothers  acquired 
Getz  in  1 98 1  as  a  small  part  of  the 
$688  million  purchase  of  Trans  Union 
Corp.,  a  railroad  tank  car  and  financial 
services  concern.  Getz  was  then  a  fail- 
ing trading  operation  with  sloppy 
management.  The  brothers  energized 
it.  For  example,  they  built  the  Getz 
in-house  travel  desk  into  a  network  of 
seven  travel  agencies.  The  Pritzkers 
spun  off  17%  of  the  stock  of  Getz 
Bros.,  the  Japanese  division,  to  the 
public  there.  Now  trading  over  the 
counter  at  about  5,250  yen  (about  $36 
a  share),  its  market  capitalization  is 
about  $620  million— roughly  90%  of 
what  the  Pritzkers  paid  for  all  of 
Trans  Union.  Did  the  brothers  have  a 
plan  for  Getz  when  they  bought  Trans 
Union?  Not  at  all.  But  when  they  saw 
opportunities,  they  grasped  them. 

"We  don't  believe  in  long-range 
planning;  it's  too  complicated,  and 
things  never  work  out,"  says  Robert 
Pritzker.  "We  all  agreed  15  years  ago 
that  we'd  meet  every  Saturday  to  co- 
ordinate what  we  do.  We  met  that 
following  Saturday,  but  we  haven't 
done  it  since." 

The  moral  seems  to  be  that  if  you 
are  a  superb  tactician  you  don't  need 
to  worry  about  strategy.  ■ 
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MICHIGAN'S 
MACHINES  SURE 
HAVE  COME  A  LONG  WAY. 

When  you  think  of  Michigan,  one  of  the  first  things  you  think  of  is  automobiles.  But  what  about  the 
machines  behind  the  machines?  Well,  Michigan's  machine  tool  industry  is  just  as  technologically 
advanced  as  our  car  industry,  thank  you.  ■  William  Bournias,  President,  Machining  and  Assembly 
Systems,  Litton  industrial  Automation  in  Warren  said,  "The  Mecca'  of  the  machine  tool  industry 
is  based  in  Michigan"  It's  only  natural  This  is  where  the  big  industries  are:  plastics,  appliances 
and  food  processing,  as  well  as  automotive.  But  perhaps  the  most  important  fact  is  that  Michigan 
has  a  skilled  work  force  John  Hobey  President,  Olofsson  Corporation  in  Lansing  said,  "We  depend 
on  our  people  to  make  decisions  in  the  production  process.  Most  have  the  equivalent  knowledge 
of  high-level  university  engineering  graduates"  ■  With  that,  plus  a  lot  more  going  for  us,  the 
machine  tool  industry  in  Michigan  can  only  get  better  So  for  more  information,  call  (517)  373-849'5 
or  write  Larry  Meyer  Director  Michigan  Department  of  Commerce,  525  Ottawa,  Lansing,  Ml  48909 

OUR  MACHINE  TOOLS 
HAVE  COME  RIGHT 
ALONG  WITH  THEM. 

MICHIGAN 

The  future.  We're  makiiij;  more  of  it  here. 


1  I 


1 


Computers/ 
Communications 


Networks  are  raging  in  popularity,  but  they 
may  harbor  some  disappointments  for 
both  users  and  investors. 


Network  nettles 


By  David  Cfaarback 


Tl  HEY  THAT  WEAVE  nCtWOrks 
shall  be  confounded,"  said  the 
prophet  Isaiah  (Chapter  19, 
Verse  9).  He  was  not  talking  about 
computers,  but  in  an  eerily  prophetic 
way  he  could  have  been.  For  all  the 
wonders  that  networks  bring,  or  are 
supposed  to  bring,  to  office  productiv- 
ity, they  also  carry  a  significant  down- 
side: crashes,  incompatibilities  of 
hardware  and  software,  sometimes 
maddeningly  slow  file  servers  and, 
not  least,  installation  costs  that  can 
go  far  beyond  the  cost  of  the  electron- 
ics and  the  software.  "One  of  the  big- 
gest costs  in  general  is  the  labor," 
according  to  Wylie  Crawford,  former 
chairman  of  the  Local  Area  Network 
Dealers  Association  in  Chicago.  "Peo- 
ple think  they  are  just  buying  net- 
work cards  and  wires  and  ignore  the 
labor  needed,  for  example,  to  pull  ca- 


ble through  a  building." 

Notwithstanding  the  negatives, 
computer  users  in  the  U.S.  are  install- 
ing PC  networks  at  a  rate  of  180,000  a 
year,  says  Mary  Modahl,  director  of 
network  strategy  research  at  Forrester 
Research  of  Cambridge,  Mass.  Inves- 
tors are  very  hot  on  the  concept  (see 
table,  below).  Fibronics  International 
Inc.,  a  Hyannis,  Mass.  company  that 
creates  networks  of  networks  by  us- 
ing fiber-optic  links,  is  trading  at  36 
times  earnings.  SynOptics  Communi- 
cations, Inc.,  a  Mountain  View,  Calif, 
firm  that  says  it  can  deliver  nearly  the 
information  capacity  of  optical  fibers 
via  ordinary  copper  wire,  has  seen  its 
stock   quadruple   in    the   past   year. 

Several  practical  problems  confront 
a  corporate  pc  customer  contemplat- 
ing the  installation  of  a  network.  The 
first  is  the  decision  about  what  kind 
of  wiring  to  use. 

The  cheapest  wire  is  plain  copper 


Wire  houses 

Networking  is  a  hot  concept  on  Wall  Street.  With  the  exception  of 
moneylosing  CodenoU,  the  stocks  are  trading  near  their  highs. 

Recent            52-week Sales 

Company/business                                   price              high               low             ($mil) 

Latest 

12-nio 

EPS 

Cisco  Systems/Lntemetwork  links          29'/!              SOVi 

IVA                $28 

$0.82 

CodenoiS  Technology/fiber  networks       6'/2                8 

4                        8 

-0.50 

Fibronics  International/fiber  networks   12                  1278 

51/8                  49 

0.32 

Novell/network  software                         57                  58'/?. 

23%                 422 

1.83, 

SynOptics  Commun/copper  networks    56'/2              60'/2 

15'/2                   77 

1.39 

3Com/network  software,  hardware         18%               IPVi 

10                   417 

0.72 

Source:  Disclosure 

wire  of  the  sort  used  to  install  phones. 
Its  data-handling  capacity  is  10  mil- 
lion to  16  million  bits  per  second,  fine 
for  electronic  mail  but  slavf  for  files 
with  a  lot  of  graphics  in  them.  Cost: 
about  $500  per  station,  including  the 
electronic  circuit,  or  "network 
board,"  that  receives  and  decodes  the 
data  for  the  computer. 

Next  up  in  cost  is  coaxial  cable  of 
the  sort  used  for  cable  television.  Its 
capacity  is  about  the  same  as  that  of 
plain  copper,  but  it  is  better  insulated 
against  electrical  interference. 

Bottom  line:  A  garden- variety  local 
network,  using  copper  or  co-ax  and 
hooking  together  a  dozen  computers, 
might  cost  $15,000  to  $30,000  for  the 
labor,  cables,  file  server,  other  elec- 
tronic hardware,  and  software. 

And  then  there  is  optical  fiber, 
which  can  deliver  100  megabits  (100 
million  bits)  in  a  second,  about  ten 
times  as  much  as  ordinary  copper. 
Such  speed  is  mandatory  for  video- 
conferencing or  some  engineering 
tasks,  but  would  go  to  waste  in  a 
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John  Hale,  chief  executive  of  Fibronics  International 
NetwDorks  of  netuforka. 


typical  office  network.  A  lot  of  users 
select  fiber  for  high-traffic  trunk  lines 
connecting  different  floors  of  a  build- 
ing or  different  buildings  in  a  city; 
other  more  paranoid  customers  value 
the  fiber  because  it  is  extremely  diffi- 
cult to  tap.  One  of  Fibronics'  custom- 
ers was  a  company  using  coaxial  cable 
in  elevator  shafts  to  interconnect  its 
floors.  "When  they  ran  out  of  elevator 
space,  the  alternative  was  to  take  an 
elevator  out  of  service  altogether  or 
replace  384  coaxial  cables  with  one 
strand  of  fiber/'  says  John  Hale,  chief 
executive  of  Fibronics. 

But  fiber  is  expensive.  The  cost  of 
hooking  two  networks  via  a  fiber 
backbone  is  $21,000,  and  for  attach- 
ing a  computer  directly  to  a  fiber  net- 
work about  half  that,  according  to 
Forrester  Research's  Modahl.  If  you 
want  a  fiber  network,  it  may  pay  to 
wait.  Modahl  predicts  the  cost  of 
hooking  up  a  computer  will  fall  to 
$2,000  in  1994. 

The  next  issue  is  how  to  get  the 
wire  in  place — a  simple  matter  in  new 


construction  but  a  big  obstacle  in  an 
existing  building.  Under  the  circum- 
stances, says  David  Savage,  manager 
of  business  development  for  Frye 
Computer  Systems,  a  software  devel- 
oper and  network  installer  in  New 
York  City,  it  is  amazing  how  few  new 
buildings  have  built-in  fiber.  "I'm 
amazed  that  the  architect  would 
spend  so  much  on  Italian  marble  but 
barely  provide  room  to  move  your  el- 
bows in  the  wiring  closets,"  he  says. 

Building-to-building  links  aren't 
any  easier  if  added  as  an  afterthought. 
Some  of  Savage's  clients  have  half  se- 
riously considered  running  cable  in- 
side garden  hoses  from  building  to 
building  rather  than  face  the  cost  of 
digging  a  trench  with  the  necessary 
city  permits. 

Just  putting  ordinary  copper  wires 
within  a  building  can  cost  more  than 
all  the  rest  of  the  network  project. 
Union  cable  installers  in  Manhattan 
charge  $69  per  hour.  Adds  Savage, 
"They  [union  and  nonunion  install- 
ers] charge  for  pulling  multiple  cables. 


even  though  it  takes  no  more  labor  to 
pull  five  wires  through  a  conduit  than 
it  does  one." 

Proteon,  Inc.,  a  Westborough,  Mass. 
vendor  of  both  copper-  and  fiber-based 
networks,  mentions  the  fiber  installa- 
tions at  a  midwestem  manufacturer 
that  kept  crashing.  After  weeks  of 
analysis,  the  problem  was  traced  to 
the  installer,  an  electrician  accus- 
tomed to  working  with  copper  cables 
who,  out  of  habit,  smeared  the  ends  of 
the  fiber  with  grease. 

One  more  problem  has  been  a  lack 
of  industrywide  standards  for 
networking.  The  standard  for  Ether- 
net applied  over  telephone  wire,  a  fair- 
ly ubiquitous  scheme  for  connecting 
computers,  was  finalized  only  this 
year,  more  than  a  decade  after  the 
technology  was  invented  at  Xerox. 
Token  Ring,  a  networking  scheme  en- 
dorsed by  IBM  and  many  other  compa- 
nies, is  still  unstandardized.  A  lack  of 
standards  has  also  held  back  potential 
customers  of  fiber  networks.  Why 
spend  hundreds  of  thousands  putting 
in  a  network  that  might  not  be  usable 
with  a  future  generation  of  computers 
or  software?  The  rival  makers  of  fiber- 
optic networks  hashed  out  a  standard 
known  as  Fiber  Distributed  Data  In- 
terface only  this  year.  The  fiber  mar- 
ket should  get  a  healthy  boost  later 
this  year  when  Digital  Equipment 
Corp.  and  ibm  follow  through  with 
their  announced  intentions  to  support 
the  fiber  standard. 

For  now,  users  are  still  very  reluc- 
tant to  use  expensive  fiber  merely  to 
attach  a  personal  computer  to  a  net- 
work. That  reluctance  has  played  into 
the  hands  of  SynOptics,  the  firm  that 
says  it  can  ram  data  through  fairly 
ordinary  ibm  Type  1  copper  cable  at 
fiberlike  speeds,  provided  the  link  is 
no  more  than  100  yards  or  so.  SynOp- 
tics netted  $9.4  million  on  sales  of 
$77  million  last  year.  In  contrast, 
Codenoll  Technology,  a  Yonkers, 
N.Y.  firm  that  sells  the  electronic  gear 
to  attach  a  PC  to  a  piece  of  optical 
fiber,  is  struggling.  It  lost  $2.5  million 
last  year  on  sales  of  $8.5  million. 

Given  the  uncertainties  about  the 
future  and  the  rapidly  declining  costs 
of  fiber  optics,  however,  the  contin- 
ued dominance  of  SynOptics  in  the 
marketplace  is  anything  but  assured. 
Someday,  says  Frank  Dzubeck,  presi- 
dent of  the  Washington,  D.C.  net- 
work consulting  firm  Communica- 
tions Network  Architects,  such  na- 
scent applications  as  multimedia  and 
interactive  video  will  become  com- 
monplace, and  fiber  will  become  a 
standard.  In  the  meantime  network- 
ing is  a  perilous  world,  for  both  cus- 
tomer and  supplier.  ■ 
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Governor  Elbridge  Gerry  should  have  had 
a  Compaq  386  with  16  megs  of  memory. 
Then  he  could  really  have  taught  the  Feder- 
alists a  lesson  or  two. 

Silicon 
reapportionment 


By  Julie  Pitta 


REPUBLICANS  got  46%  of  the 
combined  vote  in  California's 
1988  congressional  elections, 
but  hold  only  40%  of  the  state's  45 
seats.  Why?  Because  of  Democratic 
gerrymandering.  Since  the  Democrats 
controlled  the  state  legislature  fol- 
lowing the  1980  census,  they  had  the 
upper  hand  in  the  reapportionment 
negotiations. 

The  Republicans  have  scant  chance 
of  taking  over  in  Sacramento  in  time 
to  control  reapportionment  foUow^ing 
this  year's  census.  So  they  are  fighting 
back  with  technology.  The  Republi- 
can National  Committee  has  fi- 
nanced development  of  some  fancy 
software  that  can  reapportion  a  state 


on  a  desktop. 

The  GOP  hopes  that  the  computer 
will  deliver  a  strategic  advantage  next 
year  during  the  political  battles  over 
district  lines.  California's  Republican 
Party  is  one  obvious  customer  of  the 
software,  but  the  program  could  also 
play  a  role  in  the  redistricting  of  both 
congressional  and  state  districts  in 
Texas,  Florida  and  Georgia.  Demo- 
crats control  both  state  legislative 
houses  in  29  states;  Republicans  con- 
trol 8.  They  split  control  in  the  re- 
maining 13.  "The  state  legislatures 
are  where  the  action  is,"  says  Benja- 
min Ginsberg,  chief  counsel  for  the 
Republican  National  Committee. 

Dividing  a  state  into  districts  of 
equal  population  is  mathematically 
simple;  there  are  an  infinite  number 
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Dare  ise  call  it  gerrymandering? 

Among  the  more  bizarre  congressional  districts  is 
the  comical  polygon  that  makes  up  California's 
32nd.  Republicans,  unhappy  with  legislative  bound- 
aries in  some  states,  have  developed  software  that 
allows  politicians  to  sketch  out  alternatives. 


R.  Mansfield/Forbes 
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of  patterns  that  fit  that  requirement. 
What's  difficult  is  creating  a  map  that, 
while  maintaining  population  equali- 
ty, optimizes  some  other  factor.  That 
other  factor  might  be  keeping  the  dis- 
tricts as  compact  and  cleanly  drav^m 
as  possible — or  it  might  be  something 
a  little  more  devious.  You  may  want 
your  software  to  maximize  your  par- 
ty's wins  in  an  election  while  still 
holding  up  under  a  legal  challenge. 
Today's  desktop  computers  aren't 
quite  up  to  the  task  of  designing  a 
reapportionment  from  scratch.  But 
they  can  alter  an  existing  map.  "It's 
an  easy  task  for  a  pc  to  draw  up  a 
summary  of  statistics  for  a  particular 
district,"  says  Stephen  Poizner,  presi- 
dent of  Strategic  Mapping  Inc.,  a  San 
Jose,  Calif,  designer  of  mapping  soft- 
ware for  personal  computers.  "Within 
minutes  you  can  determine  whether 
you  like  or  dislike  someone's  map." 

To  get  some  idea  of  the  challenge  of 
redistricting,  let's  go  back  to  one  of 
the  classics  of  the  genre.  Elbridge  Ger- 
ry, governor  of  Massachusetts  in 
1812,  didn't  like  the  Federalists.  So  he 
arranged  some  creative  boundary- 
drawing  that  concentrated  their  vot- 
ing power  in  a  few  districts.  One  of 
Gerry's  districts  was  squiggly  enough 
to  suggest  a  salamander — hence  the 
verb  "gerrymander."  How  much  can 
such  voter  shuffling  distort  the  re- 
sults? In  the  most  extreme  case,  a 
party  with  a  bit  more  than  a  fourth  of 
the  total  vote — and  with  control  of 
the  redistricting  process — could  theo- 
retically end  up  with  a  majority  of  the 
legislative  seats.  That  assumes  that 
the  control  party  has  absolutely  no 
shame  in  drawing  boundaries. 

Shift  forward  now  to  1981,  when 
California's  legislature  redraws  state 
and  congressional  districts  to  take  ac- 
count of  the  1980  census.  Some  of  the 
resulting  districts  are  rather  creative. 
The  42nd  district,  55%  Republican, 
cuts  through  two  counties  on  its 
southeast  comer,  sweeps  across  a 
patch  of  ocean  to  encompass  a  tiny 
island  off  the  California  coast  and  re- 
sumes a  convoluted  journey  up  the 
coast.  The  nearby  32nd,  56%  regis- 
tered Democrats,  is  25  miles  from  tip 
to  tip  but  only  four  blocks  wide  at  its 
thinnest  (see  map). 

The  Republicans  responded  with  a 
plan  to  "reform"  the  redistricting  pro- 
cess, which  they  put  on  the  ballot  this 
spring  as  Proposition  119.  The  propo- 
sition was  a  piece  of  work.  It  called  for 
districts  drawn  such  that  "no  less 
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If  you  can  stand  the  pain, 
look  at  your  company  through 
the  eyes  of  your  customers. 


We  would  like  to  express  our 
1  j  pride  and  gratitude  for  having 
'■won  the  Baldrige  Award.  We'd 
j '  also  like  to  share  with  you  some 
.  I  of  the  basic  principles  we 
1  j  discovered  in  our  quest  for 
^  [quality. 


1 .  You  have  to  look  at  your 
company  through  the  eyes 
of  your  customers— even  if 
it  hurts.  You  have  to  let 
them  define  quality  for  you. 

2.  You  have  to  have 
commitment  from  the  top 
down,  from  the  CEO  to  the 
mailroom. 

3.  You  have  to  establish 
benchmarks  that  really 
stretch  you.  Set  impossible 
goals.  Then  meet  them. 

4.  You  must  get  your  suppliers 
involved.  In  1983,  when  we 
began  our  Leadership 
Through  Quality  process, 
92%  of  parts  received  from 
suppliers  were  defect-free, 
a  fair  standard  for  the 
industry.  Today  we  have 
attained  99.97%  defect-free 
parts. 

)ur  government  has  made 
juality  a  national  imperative.  In 
987  Congress  created  the 
Malcolm  Baldrige  National 
)uality  Award.  One  financial 


Categories  covered 

in  the  application  for  the 

Malcolm  Baldrige 

Quality  Award. 

1.  Leadership.  How  has  senior  management 
contributed  to  the  quaUty  process? 

2.  Information  and  Analysis.  How  effective 
is  your  collecting  and  analyzing  information 
leading  to  quality? 

3.  Planning.  How  have  you  integrated  quality 
into  your  business  plans? 

4.  Human  Resource  Utilization.  What  have 
you  done  to  involve  all  employees?  How  have 
you  informed  them?  Motivated  them? 

5.  Quality  Assurances.  This  focuses  on  the 
process  put  in  place  for  sustaining  quality. 

6.  Quality  Assurance  Results.  The  one 

category  that  actually  looks  at  your  products 

and  services. 

7.  Customer  Satisfaction.  How  do  your 
customers  like  your  products?  How  do  you 
know  they  do? 


journalist  has  called  it  "a 
national  treasure."  Another 
writes,  "It  takes  plenty  of  work 
to  capture  the  new  national  Holy 
Grail  of  quality.  Happily, 
companies  that  lose  get  nearly  as 
much  benefit  as  the  victors'.' 
(Jeremy  Main,  Fortune,  April  23, 
1990) 

It  is  tough.  We  underwent  a 
grueling  scrutiny— some  400 
hours  of  analyses  and  on-site 
inspections  by  the  Baldrige 
examiners.  What  they're 
interested  in  is  the  process.  But 


if  you  apply  for  it,  you  can't 
lose.  It  will  expose  your 
strengths  and  weaknesses 
unsparingly.  And,  if  you're 
serious,  it  will  provide  a  focus 
that  will  send  a  shiver  of  energy 
through  the  spine  of  your 
company. 

Since  quality  became  the 
driving  force  of  our  company, 
our  copy  quality  has  set  the 
standard  in  the  industry,  and 
our  1090  copier  has  been  named 
the  best  in  the  world.  We  have 
stemmed  the  loss  of  market 
share  to  foreign  competition. 
We  have  increased  the 
satisfaction  of  our  customers. 
We  have  also  increased  our 
number  of  customers. 

Xerox  is  committed  to 
sustaining  the  quality  process 
we  have  entered  into.  Above  all, 
we  have  learned  that  in  the  race 
for  quality,  there  is  no  finish 
line. 

To  find  out  more  about  the 
Xerox  Quality  Process  and  the 
Malcolm  Baldrige  National 
Quality  Award,  please  write  to: 
Xerox  Corporation,  RO.  Box  24, 
Rochester,  NY  14692.  Or  call: 
1-800-TEAM-XRX,  JFK 
Ext.  327A.  /J[q^ 

XEROX  >^T^ 

The  Document  Company 


National 
^ualiry 
^ward 

1189 
Winner 


O  1990  XEROX  CORPORATION  XEROX* 


radem«rk>jf  XEROX  CORPORATION 


^>!- 


©  Digital  Equipment  Corporation  19'" 


It  now  are  trademarks  of  Digital  Equipmi 


.^.^M^. 


"Digital's 

solution  took  T^X^ 

Getaway\kcations 

where  we  wanted 

to  go  -  two  years 

ahead  of  the 
competition.' 


"Today's  customers  want  the  ease 
of  a  package  tour,  while  choosing 
their  own  dates,  destinations,  even 
accommodations.  We  needed  a 
system  to  handle  the  complexity  of 
servicing  those  choices,  in  real  time. 
Digital  found  the  perfect  third-party 
software,  custom-designed  a  system 
around  it,  then  turned  it  on  in  under 
three  months.  No  other  computer 
company  could  have  done  that. 

"With  Digital,  from  a  single  desk- 
top computer  we  book,  price  and 
confirm  an  entire  vacation  —  flight, 
hotel,  transfers,  information  that's 
from  different  sources — in  less  than 
six  minutes.  We  trust  this  system  so 
much,  we  guarantee  all  reservations 
and  all  prices.  So  far,  we've  managed 
60%  more  business  this  year  with 
just  5%  more  payroll. 

"What's  next?  Repeating  our 
success  globally,  wherever  we  set  up 
shop.  Digital's  given  us  two  years  of 
strategic  advantage.  That's  two  years 
we've  been  able  to  offer  our  custom- 
ers what  Digital  gives  us:  responsive- 
ness and  choice  the  competition  is 
hard-pressed  to  match." 

The  rewards  of  working  together. 

Digital  plans,  designs,  imple- 
ments, arid  fully  supports  systems 
specific  to  the  demands  of  your  com- 
pany, and  your  industry.  They  are 
solutions  that  work,  in  real  time,  in 
the  real  world. 

Today,  Digital's  custom-designed 
systems  give  you  an  elegantly  simple 
way  for  your  people  to  work  together 
more  productively,  more  creatively, 
more  efficiently,  more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  129  Parker 
Street,  Maynard,  MA  01754-2198. 
Or  call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  before.  Digital 

has 

it 

now 
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than  60%  of  the  population  [in  each 
district]  be  contained  in  a  polygon." 
The  drafters  made  a  mistake:  They 
meant  that  60%  be  contained  in  a 
convex  polygon — to  limit  how  many 
arms  and  legs  a  district  could  have. 
The  Democrats,  somev^^hat  more  as- 
tute in  their  marketing,  stayed  away 
from  geometry  lessons.  They  ran  tele- 
vision ads  announcing  that  a  vote  for 
the  proposition  was  an  invitation  to 
have  giant  corporations  despoil  the 
state's  virgin  forests  and  coat  the 
beaches  with  oil.  The  initiative  was 
overwhelmingly  defeated. 

Now,  Republican  hopes  are  riding 
on  the  redistricting  software,  on 
which  they  have  spent  $500,000  and 
nearly  two  years  of  effort.  The  soft- 
ware is  a  technological  marvel.  It  al- 
lows users  to  zoom  in  on  geographical 
areas  as  small  as  a  census  block — 
sections  of  several  hundred  people  in 
a  typical  urban  area.  Demographic  in- 
formation particular  to  specific  re- 
gions can  be  displayed  graphically, 
with  different  colors  representing 
data  like  ethnic  groups,  income  levels 
and  voting  patterns.  Three  windows 
can  be  opened  on  the  computer's 
screen  at  a  time,  allowing  a  user  to 
look  at  different  regions  concurrently 
or  to  simultaneously  analyze  one  re- 
gion in  five  different  ways.  The  pro- 
gram needs  a  huge  database  of  census 
information,  available  fairly  cheaply 
from  the  federal  government.  It  also 
needs  a  powerful  desktop  computer:  a 
machine  based  on  an  Intel  386  micro- 
processor running  at  33  megahertz, 
with  16  megabytes  of  memory,  in- 
cluding what's  on  a  graphics  board,  a 
high-resolution  color  monitor  and 
300  to  2,000  megabytes  of  hard  disk 
storage,  depending  on  the  state. 

The  Republicans  have  dubbed  their 
program  the  "Fairness  Project"  and 
are  giving  it  away  to  their  friends. 
Intended  recipients  include  not  only 
party  members,  but  also  organiza- 
tions like  the  American  Civil  Liber- 
ties Union  and  the  naacp  that  would 
seem  to  have  little  in  common  with 
the  Republican  agenda.  Evidently  the 
Republicans  hope  these  groups  will 
lobby  their  Democratic  legislators  for 
the  creation  of  minority-dense  voting 
districts.  If  minority  populations  are 
concentrated  in  a  few  districts,  they 
stand  the  best  chance  of  getting  a  few 
of  their  own  elected  to  Congress,  but 
would  leave  behind  other  districts 
presumably  more  hospitable  to  a  Re- 
publican candidate.  ■ 
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Worth  $1  billion  just  a  few  years  ago, 
ComputerLand  is  today  worth  only  a  frac- 
tion of  that.  Internal  bickering  did  it  in. 

A  script  worthy 
of  Hemingway 


By  Jonathan  littman 


IN  THE  COMPUTER  BUSINESS,  3  Con- 
sumer franchise  is  hard  won  and 
easily  lost.  Look  at  the  cautionary 
story  of  Pleasanton,  Calif.-based 
ComputerLand  Inc.,  once  the  premier 
computer  retailing  chain  in  the  U.S. 

ComputerLand  was  in  the  right 
place  at  the  dawn  of  the  personal  com- 
puter decade.  In  1981  it  became  the 
first  retailer  authorized  to  sell  the 
newly  introduced  ibm  pc  and  immedi- 
ately dominated  the  retail  market. 

Now  its  share  of  the  $37  billion 
personal  computer  reseller  market 
has  slipped  to  just  7%,  despite  sales  at 
its  730  franchised  stores  totaling  $2.6 


billion  in  fiscal  1989,  ended  last  Sep- 
tember. That  year  ComputerLand  lost 
$34  million  on  franchise  royalties  and 
other  revenues  of  $123  million.  Con- 
tributing to  the  loss  was  a  $30  million 
(pretax)  writedown  related  to  mis- 
management in  its  Hong  Kong  and 
Scandinavian  operations  and  outright 
fraud  in  Australia.  Several  plans  by 
ComputerLand's  owners  to  take  the 
chain  public  have  been  thwarted  by 
poor  market  conditions  and/or  Wall 
Street's  disaffection  for  the  compa- 
ny's spotty  financial  results. 

What  went  wrong?  Founder  Wil- 
liam Millard  got  into  a  bitter  eight- 
year  battle  with  outsiders  over  a  mi- 
nority equity  stake  in  the  business. 


William  Millard  in  better  days 
In  a  snit,  he  sold  out. 
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It  looks  like  this. 


^VIKT  can  do  the  same  for 

your  fax  machine's  performance^ 


AT&T  Enhanced  FAX  Service.  Even  the  most  elementary  fax  machine  can  do  some  very  grand  things. 
Because  now  it  can  be  hooked  up  to  AT&T  Enhanced  FAX,  which  can  empower  your  machine  with  all 
the  capabilities  available  through  AT&T's  Woridwide  Intelligent  Network. 

And  all  you  need  to  do  is  call  our  toll-free  number  and  follow  the  easy  voice  prompts,  which  orchestrate 
the  entire  process. 

You  can  store  and  retrieve  messages  from  your  own  fax  mailbox.  Automatically  redial  a  busy  number. 
And  send  the  same  document  to  up  to  1,000  destinations,  worldwide. 

And  since  it  frees  up  both  you  and  your  machine,  you  can  conduct  business  as  usual. 

One  last  note.  AT&T  Enhanced  FAX  is  part  of  an  extensive  portfolio  of  services  called  AT&T  Global  Messaging, 
which  will  always  be  evolving  and  never  become  outdated. 

So  call  1  800  248-EFAX  to  hear  more  about  AT&T  Enhanced  FAX  and  how  we  can  handle  all  your  fax  needs. 

It'll  be  music  to  your  ears. 


©1990  AT&T 


AT&T 

The  right  choice. 


John  Harding 


Johti  Martin  f center)  and  felluu'  lawsuit  inivstors 
Their  victory  has  been  hollow  so  far. 


The  case  went  to  trial  in  1985,  and  the 
neglected  franchisees  responded  with 
open  revolt  against  Millard's  auto- 
cratic management  of  the  chain.  De- 
feated in  court  and  forced  to  give  up 
day-to-day  control  of  ComputerLand, 
in  1987  Millard  took  off  in  a  snit  for 
Saipan,  capital  of  the  Northern  Mari- 
ana islands,  and  sold  his  remaining 
stake  in  the  company.  What's  left 
now?  A  business  with  some  interest- 
ing potential  but  worth  only  a  fraction 
of  the  $1  billion  or  so  it  was  worth  six 
years  ago,  at  its  peak. 

The  acrimonious  legal  battle  over 
the  ownership  of  a  large  block  of  the 
company's  stock  is  still  far  from  re- 
solved. ComputerLand's  legal  trou- 
bles started  in  1981  when  John  Mar- 
tin, a  small-time  computer  franchiser, 
sued  Millard,  claiming  that  a  note  he 
had  acquired  entitled  him  to  20%  of 
the  company.  To  finance  his  battle, 
Martin  sold  shares  in  his  suit  to  spec- 
ulators, who  included  his  sometime 
lavsryer,  Herbert  Haf if,  and  famed  deal- 
making  duo  William  Agee  and  Mary 
Cunningham.  In  1985  Martin  et  al. 
seemed  to  emerge  the  wiimers.  A  Cal- 
ifornia superior  court  jury  awarded 
them  the  disputed  20%  of  Computer- 
Land plus  $141  million  in  punitive 
damages.  Newspapers  at  the  time  es- 
timated the  take  at  $500  million,  con- 
cluding that  investors  like  Agee  and 
Cunningham,  who  together  paid 
$375,000  for  1%  of  the  suit,  stood  to 
rack  up  13  times  their  investment. 

Five  years  later  the  winners  have 
not  won  anything  they  can  buy  gro- 
ceries with.  The  cash  damages  were 
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traded  for  an  additional  8%  of  Com- 
puterLand stock,  and  the  entire  28% 
is  still  in  a  trust. 

Before  exiling  himself  to  his  Pacific 
tax  haven,  where  he  lives  behind  30- 
foot-high  walls,  Millard  sold  his  re- 
maining 52%  stake  in  ComputerLand 
for  roughly  $80  million.  The  buyers 
were  E.M.  Warburg,  Pincus  &.  Co.  and 
William  Tauscher,  a  management  ex- 
pert and  takeover  specialist. 

But  Tauscher,  40,  who  has  become 
ComputerLand's  chief  executive,  has 
his  hands  full.  The  PC  business  has 
become  murderously  competitive.  A 
shakeout  is  in  progress  among  retail- 
ers. Discounters  and  mail-order  sell- 
ers are  taking  big  bites.  While  sales 
have  grown  every  year,  Computer- 
Land lost  money  in  1  yS7  as  well  as  in 


1989.  Only  a  small  percentage  of 
ComputerLand's  business  is  still  re- 
tail. Bulk  sales  to  corporations,  the 
mainstay,  have  slowed — as  they  have 
for  other  computer  retailers  like  Busi- 
nessland — and  margins  continue  to 
narrow.  Concessions  to  the  angry 
franchisees  cut  the  franchise  and  ad- 
vertising fees  nearly  in  half,  from  8% 
of  sales  to  between  4%  and  5%. 

Tauscher  has  worked  wonders  in 
ComputerLand's  relationship  with  its 
franchisees.  International  operations 
are  back  in  the  black,  and  the  compa- 
ny generated  $12.2  million  in  pretax 
profit  for  the  first  half  of  fiscal  1990. 
The  company  says  its  retailers'  sales 
for  the  full  fiscal  year  could  top  $3 
billion. 

Tauscher  withdrew  a  plan  to  go 
public  two  years  ago  at  $16,  a  price 
that  would  have  valued  the  company 
at  around  $200  million.  Suitor  Martin 
testified  this  spring,  in  his  own  per- 
sonal bankruptcy  case  (liabilities, 
$1.7  billion),  that  Morgan  Stanley  was 
prepared  to  offer  his  remaining  7%  to 
8%  of  ComputerLand  stock  privately 
for  $17.60  to  $24  a  share.  This  deal 
has  reportedly  been  scuttled.  Martin's 
investor  group,  meanwhile,  claims  its 
28%  stake  is  worth  $18  to  $20  a  share. 
This  for  a  company  that  in  1988, 
Forbes  estimates,  earned  around  50 
cents  a  share. 

But  even  if  ComputerLand  went 
public  at  $20,  an  iffy  proposition, 
many  of  the  lawsuit  speculators 
would  get  less  return  on  their  money 
than  if  they  had  parked  it  in  an  inter- 
est-bearing checking  account.  Each 
1%  lawsuit  share  would  turn  into 
around  26,000  shares  of  Computer- 
Land common,  worth,  after  lawyer's 
fees  and  payments  to  Martin,  less 
than  $500,000.  And  having  beaten 
Millard  in  court,  the  speculators  are 
now  battling  each  other  over  who  has 
what  percentage  of  the  shares  award- 
ed by  the  court  five  years  ago. 

Harold  Nachtrieb,  an  attorney  who 
helped  Martin  defeat  Millard  five 
years  ago,  compares  ComputerLand's 
travails  to  the  movie  version  of  Hem- 
ingway's The  Old  Man  and  the  Sea:  A 
fisherman  captures  a  marlin  so  big  he 
can  only  tow  it  behind  his  tiny  boat 
on  the  way  back  to  port.  During  the 
journey  the  fish  is  eaten  by  sharks. 
Says  Nachtrieb:  "I  have  a  vision  of 
Spencer  Tracy  holding  one  end  of  the 
fishing  line,  and  on  the  other  end  is  a 
skeleton  of  what  was  once  the  great- 
est marlin  of  them  all." 

That  of  course  is  an  exaggeration. 
There's  still  plenty  of  meat  on  this 
fish,  but  not  nearly  as  much  as  there 
might  have  been  without  all  the 
squabbling.  ■ 
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If  you  think  it's  love  that  makes  the  world  go 
)und,  you  don't  know  about  all  the  hate  groups 
oringing  up  around  us. 

Hate  groups  like  the  Silent  Brotherhood, 
ie  Aryan  Nations,  the  Skinheads,  the  National 
ssociation  for  the  Advancement  of  White  People 
,iid,  of  course,  the  ever-hateful  Ku  Klux  Klan. 

The  groups  may  vary,  but  as  Penthouse  dis- 
Dvered,  their  thinking  is  the  same:  blacks  are 
jt  to  pollute  their  blood,  Catholics  are  vassals 
:'the  Pope  and  "satanic"  Jews  are  subverting 
le country's  banking  system,  the  government 
id  the  media. 

RDr  almost  a  dozen  years,  Penthouse  has 


been  investigating  these  groups.  Exposing  every- 
thing from  their  violent  creeds  to  their  swelling 
ranks.  We've  even  interviewed  many  of  their  lead- 
ers, including  David  Duke,  whose  recent  election 
to  the  Louisiana  Legislature  sent  a  shock  wave 
across  America. 

It's  this  kind  of  investigative  reporting  that 
has  earned  Penthouse  scores  of  journalistic 
awards.  And  enables  us  to  reach  over  16.1  million 
readers  per  issue.* 

Readers  who  love  knowledge:  Penthouse 
•  has  an  even  higher 
percentage  of  read- 
ers who  went  to 


PENTHOUSE 


college  than  Esquire  has.' 

Readers  who  love  success:  A  higher  percent- 
age of  our  readers  are  executives  than  Playboy's 
readers: 

And  readers  who  love  to  spend:  Last  year  the 
readers  of  Penthouse  bought  50  billion  dollars 
worth  of  consumer  goods. 

When  you  stop  to  consider  all  this,  is  it  any 
wonder  that  our  ad  pages  went  up  17.4%  in  the 
past  year? 

All  these  facts  should  compel  you  to  harbor  at 
least  one  prejudice. 

A  prejudice  towards 
Penthouse. 


HHERE  HOTHIHC  IS  HORE  HRKEDTHRN  THE  TRUTH. 


Computer  Ventures 


Commentary  by  Richard  A.  Shaffer 


INTEL 


When  everything  is  going  right,  the 
smart  investor  starts  worrying.  The 
worry  helps  put  him  or  her  in  a 
suitably  skeptical  frame  of  mind. 

These  days  few  companies  seem 
more  right  than  hitel.  As  the  sole 
supplier  of  the  computer  industry's 
most  important  single  part — the 
80386  microprocessor — Intel  enjoys 
profit  margins  far  greater  than  those 
of  its  competitors.  Intel  earns  about 
13  cents  on  every  dollar  of  sales. 
Advanced  Micro  Devices,  Motorola 
and  Texas  Instruments  earn  5  cents 
or  less,  and  National  Semiconduc- 
tor is  losing  money. 

Among  the  larger  semiconductor 
companies  that  sell  primarily  to 
outside  customers  (ibm  makes 
semiconductors  for  its  own  use), 
only  Intel  in  the  last  decade  has 
increased  its  share  of  market,  de- 
spite a  flood  of  imports.  During  the 
1980s  Motorola's  share  of  the  chip 
market  went  down  by  half,  and  the 
market  position  of  Texas  Instru- 
ments fell  by  two-thirds.  Intel 
raised  its  share  of  the  noncaptive,  or 
merchant,  chip  market  to  6.5%. 
The  price  of  Intel  shares  has  risen  by 
more  than  a  third  this  year.  Reve- 
nues have  been  increasing  at  twice 
the  industry  average,  and  if  personal 
computer  sales  rebound  next  year, 
as  most  people  expect,  Intel's  earn- 
ings could  surge. 

When  things  go  as  well  as  this, 
the  smart  investor  starts  to  worry. 
And  rightly  so  in  this  case.  The 
computer  industry  is  changing  in 
ways  that  dim  Intel's  prospects  over 
the  next  few  years. 

In  Intel's  view  of  the  future,  mi- 
croprocessors will  keep  growing 
pretty  much  as  we  know  them.  By 
the  year  2000  all  of  the  integrated 
circuits  that  today  fill  the  inside  of  a 
desktop  computer  (except  for  the 
memory  circuits)  will  fit  onto  a  sin- 
gle chip — and,  of  course,  it  will 
come  from  Intel. 

Again  in  Intel's  view,  the  chip, 
which  Intel  likes  to  call  the  Micro 
2000,  will  contain  millions  of  tran- 
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sistors.  Although  such  microproces- 
sors are  at  least  a  decade  away,  Intel 
talks  about  them  to  reassure  cus- 
tomers for  its  present  microproces- 
sors—the 80386  and  80486— that 
future  microprocessors  will  be 
available  to  extend  the  market  for 
systems  and  software  based  on  to- 
day's Intel  designs. 

I've  no  doubt  that  such  micro- 
processors can  be  built.  But  in  the 
interim  I  believe  a  new  definition 
will  emerge  for  the  term  "industry 
standard,"  which  will  undercut  the 
value  of  Intel's  position  as  the  only 
source  of  a  product  that  almost  ev- 
eryone wants. 

Initially,  the  most  important  soft- 
ware for  the  personal  computer  by- 
passed Microsoft's  ms-dos  operat- 
ing system  and  manipulated  the  dis- 
play screen,  disk  drives  and  other 
parts  of  hardware  on  its  own.  Con- 
sequently, compatibles  such  as  the 
Compaq  had  to  be  very  similar  to 
the  IBM  in  design,  which  became 
the  industry  standard.  Thus,  a  few 
years  ago,  anyone  who  wanted  to 
use  programs  that  were  written  for 
IBM's  desktop  computers  could  do 
so  only  on  ibms,  of  course,  or  on 
computers  built  around  the  Intel 
microprocessors  that  ibm  had  cho- 
sen. But  more  and  more  of  those 
programs — 1-2-3  from  Lotus  Devel- 
opment, for  example — are  being  re- 
written to  run  on  computers  that 
don't  use  Intel  microprocessors. 

In  addition,  to  minimize  the  cost 
of  learning  to  use  it,  the  latest  soft- 
ware is  being  designed  to  look  and 
operate  the  same  way  on  computers 
that,  in  electronic  terms,  are  very 
different. 

Gradually,  the  term  "industry 
standard"  will  refer  to  the  way  in 
which  a  computer  relates  to  the 
world  around  it,  not  to  the  parts 
from  which  it  is  made. 

Computers   will   become   much 


more  like  cars.  When  you  buy  a  car, 
do  you  ask  who  made  the  engine? 
No.  When  you  slide  behind  the 
wheel  of  an  unfamiliar  rented  car, 
do  you  have  to  search  for  the  turn 
signals?  No.  Well,  someday  soon 
you'll  be  able  to  act  the  same  way 
with  a  new  computer.  You  won't 
ask  who  made  the  microprocessor 
that  serves  as  its  engine.  You  won't 
reflect  on  the  operating  system,  or 
on  the  computer  equivalent  of  a 
dashboard,  the  user  interface.  You'll 
just  take  it  out  for  a  spin.  And  when 
that  day  arrives,  the  brand  of  micro- 
processor inside  a  computer  will  be 
much  less  important  than  it  is  now. 

The  principal  threats  to  Intel, 
however,  are  the  international  alli- 
ances of  far  bigger  companies.  Seven 
of  the  world's  largest  semiconduc- 
tor manufacturers  (Fujitsu,  Hitachi, 
NEC,  N.V.  Philips,  Samsung,  Sie- 
mens and  Texas  Instruments)  have 
affiliated  with  three  factions  of  the 
Reduced  Instruction  Set  Computing 
forces  in  an  attempt  to  take  market 
leadership  from  Intel.  A  number  of 
these  companies  once  had  rights  to 
make  Intel's  microprocessors.  Now 
that  Intel  has  decided  to  stop  licens- 
ing others  to  make  its  products, 
these  companies  are  fighting  back 
by  acquiring  the  rights  to  make  Rise 
microprocessors,  which  by  some 
measures  are  better  than  Intel's. 

Now,  I'm  not  predicting  the  fall  of 
Intel,  which  is  blessed  with  a  num- 
ber of  large  systems  customers 
whose  own  interests  are  served  by 
maintaining  Intel's  primacy.  Still, 
even  if  the  Rise  combinations  fall 
short  of  their  goals,  they  are  likely 
to  diminish  Intel's  influence  over 
desktop  computing  and,  thus,  its 
profitability. 

To  date,  the  desktop  computers 
built  around  these  Rise  micro- 
processors haven't  been  all  that 
much  faster  than  personal  comput- 
ers based  on  Intel's  microproces- 
sors. But  much  more  powerful  Rise 
computers  are  due  later  this  year. 

If  those  computers  run  the  popu- 
lar software,  and  run  it — from  the 
user's  point  of  view — the  same  way 
IBM  and  compatible  computers  do, 
who  will  care  what  brand  of  micro- 
processor is  under  the  hood?  ■ 
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Before  this  was  a  war  zone,  it  was  a 
jstling  city  where  people  worked,  raised 
milies  and  enjoyed  evenings  together  at 
iighborhood  cafes. 

In  a  recent  issue,  Penthouse  called  the 
)rooting  of  people  to  make  room  for  war 
nes"OTie  of  today's  international  mass 
agedies." 

The  regimes  in  El  Salvador,  Guatemala 
id  Nicaragua  forced  out  hundreds  of  thou- 
nds  of  rural  dwellers.  To  our  shame,  Amer- 
ans  removed  a  million  people  in  Indo- 
ina.  And,  for  14  years,  Beirut's  civil  war  has 
jsrupted  the  lives  of  its  entire  population. 

Over  our  history.  Penthouse  has  tried  to 
ake  sense  out  of  the  conflicts  of  our  times 

slle  Rifkin  Penthouse  Readers  per  Copy  study  ABC  Pub. 
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by  interviewing  the  leaders  involved  in  them: 
Ortega  on  Nicaragua;  Bishop  Tutu  on  South 
Africa;  Castro  on  Cuba;  Kissinger  on  Vietnam. 

We  were  first  to  expose  the  criminal 
neglect  of  the  Vietnam  veteran-who's  still 
remembered  in  a  monthly  Penthouse  column. 

And,  because  war  has  its  absurd  side 
too,  we  exposed  some  of  the  heroic-sized  rip- 
offs  at  the  Pentagon.  Like  its  multi-billion 
dollar  air  defense  weapon  that  could  only 
shoot  at  helicopters.  (And  not  too  well  either. 
In  a  test,  it  ignored  the  rotating  blades  it  was 
programmed  to  aim  at  and  zeroed  in  on  a 
nearby  bathroom 
exhaust  fan.) 

Penthouse 


PENTHOUSE 


probes  for  the  truth  on  all  kinds  of  wars  from 
the  political  wars  in  Washington  to  the  finan- 
cial wars  on  Wall  Street.  It's  no  wonder  we've 
won  so  many  cherished  victories: 

More  newsstand  sales  than  any  other 
men's  magazine,  with  16.1  million  people 
reading  every  issue.* 

Starch  ad  scores  higher  than  those  of 
Esquire,  Playboy  and  Time. 

When  you  stop  to  consider  all  this,  is 
it  any  wonder  that  our  ad  pages  went  up 
17.4%  in  the  past  year?^ 

You  fight  a  war  too-with  your  competi- 
tors in  the  marketplace. 
One  of  your  weapons 
should  be  Penthouse. 


WHERE  HOTHIHC  IS  MORE  HRKED  THRH  THE  TRUTH. 
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Edited  bv  Gary  Slutsker 


Little  drug  companies  are' looking  for  fair- 
ly big  discoveries — but  not  so  big  that  the 
giants  horn  in.  Alkermes  is  aiming  at  the 
blood-brain  barrier. 

Breaking 
thebarrilr 


By  David  Cfanrbiick 


ANY  DRUG  COMPANY  that  discov- 
ers better  treatments  for  Alz- 
b  heimer's  disease,  aids  or  a 
host  of  other  brain-related  disorders 
stands  to  profit  handsomely.  But 
some  of  the  rewards  may  go  to  a  little 
company  that  aims  to  do  no  more 
than  help  ferry  such  treatments  to 
where  they  are  needed — into  brain 
cells,  that  is.  This  small  Cambridge, 
Mass.  startup,  Alkermes,  aims  to 
breach  the  so-called  blood-brain  barri- 
er, a  biochemical  wall  that  stands  in 
the  way  of  almost  any  drug  aimed  at 
treating  a  malady  of  the  brain  cells. 
The  AIDS  virus,  for  example,  can  cross 
this  barrier  but  the  main  anti- 
AiDS  drug  can't. 

The  blood-brain  barrier  has  an 
important  biological  purpose.  It 
largely  insulates  the  brain  from 
chemical  changes  in  the  blood 
brought  about  by  eating,  stress, 
hormonal  surges  and  other  fluc- 
tuations that  could  spell  disas- 
ter if  they  were  allowed  to  affect 
one's  gray  matter.  But  it  also 
keeps  out  lifesaving  drugs. 
(Some  dangerous  drugs  cross  the 
barrier  readily — cocaine  and  al- 
cohol among  them.) 

For  a  good  part  of  this  century 
scientists  have  struggled  to  find 
a  way  to  deliver  therapeutic 
drugs  to  the  brain.  So  far,  the 
only  way  in  for  a  lot  of  chemi- 
cals is  through  either  massive 
dosages  or  injections  of  sugar 
solutions  into  the  carotid  artery 
to  open  chemical  holes  in  the 
barrier.  Now,  Alkermes  claims 
that  it  has  broken  through  the 
blood-brain  barrier  with  a  bio-     L. 


logical  Trojan  horse. 

Alkermes'  founder  and  chairman  is 
Michael  Wall,  61,  an  Mix-trained  elec- 
trical engmecr  and  biotechnology 
matchmaker  with  the  founding  of 
Centocor  to  his  credit.  After  taking  a 
course  in  neuroscience  at  the  Scripps 
Institute  in  La  JoUa,  Calif.,  he  decided 
that  the  1990s  would  be  the  decade  of 
the  brain  in  the  biotechnology  indus- 
try. He  rounded  up  $13  million  in 
venture  capital — $50,000  of  it  his 
own — and  opened  Alkermes  in  1987. 

The  trick  in  starting  a  biochemical 
company  like  this  is  to  find  a  special- 
ty narrow  enough  to  be  overlooked  by 
the  giant  drug  companies  yet  large 
enough  to  yield  a  good  return  if  your 


Into  the  breach 

Endothelial  cells  lining  the  tiny  blood  ves- 
sels of  the  brain  stand  guard  against  the 
entry  of  unfamiliar  chemicals,  including  vi- 
tal drugs.  To  fool  the  system,  scientists  at 
Alkermes  create  antibodies  that  trigger  a 
recoid^talLbY  receptors  on  the  guard  cells. 


TAROET  DRUG  RELEASED  IN  BRAIN 
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scientists  hit  pay  dirt.  Wall  scored 
with  Centocor  by  pushing  it  into 
monoclonal  antibody  test  kits  that 
help  detect  the  presence  of  cancer 
cells.  Now  Centocor  boasts  sales  of 
$28  million  and  a  market  capitaliza- 
tion of  $575  million. 

Wall's  second  speculation  is  an 
even  bigger  challenge.  With  30  em- 
ployees, 10  of  them  Ph.D.s,  Alkermes 
stays  afloat  on  the  equity  capital  plus 
$5  million  in  revenue  from  a  three- 
year  research  contract. 

The  large  drug  companies,  to  be 
sure,  have  not  overlooked  the  blood- 
brain  barrier.  But  they  have  been 
working  on  ways  to  deliver  specific 
drugs  to  the  brain,  not  on  a  generic 
carrier  that  could  move  any  desired 
drug.  Wall  claims  to  have  found  that 
generic  carrier,  something  he  can  li- 
cense to  a  lot  of  drug  firms. 

Alkermes'  scientists  found  a  model 
for  their  carrier  molecule  in  nature. 
One  of  the  ways  that  the  body  ferries 
natural  chemicals  such  as  insulin 
across  the  tightly  packed  endothelial 
cells  lining  the  blood  vessels  in  the 
brain  is  by  wrapping  the  chemical  in  a 
protective  packet  called  an  endosome. 
The  endosome  is  picky.  It  will  deal 
only  with  substances  that  it  recog- 
nizes. Once  it  detects  a  chemical  it 
deems  friendly,  it  binds  to  it,  making 
up  a  chemical  package  that  is  ferried 
across  the  cell  barrier  into  the  brain. 
There  the  package  opens,  releasing 
the  substance. 

Methotrexate,  an  anticancer  drug, 
is  not  acceptable  to  the  endosome. 
But  it  can  be  attached  to  sopiething 
that  is.  That  something,  Alkermes 
found  after  considerable  hunt- 
ing, is  an  antibody  molecule. 
Using  rats  and  some  genetic  en- 
gineering techniques,  Alkermes 
clones  antibodies  to  fragments 
of  the  body's  own  endothelial 
cells.  The  target  drug  is  stitched 
to  these  antibodies.  The  anti- 
body molecules  course  through 
the  blood,  latching  onto  the  en- 
dothelial cells.  Endosomes  are 
willing  to  accept  a  complex  con- 
sisting of  the  antibody,  the  at- 
tached drug  and  the  endothelial 
fragment.  The  whole  complex  is 
ferried  inside  the  brain  cell, 
where  the  drug  splits  off  and  the 
other  parts  are  either  digested  or 
recycled. 

Alkermes  tested  the  system 
on  rats  implanted  with  brain  tu- 
mor cells  and  then  treated  with 
a  cancer-fighting  drug.  The  rats 
treated  with  the  drug — but  not 
the  carrier  antibody — died  with- 
in 13  days.  Those  treated  with 
the  drug  and  the  antibody  lived 
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When  a  condemned  man  in  Florida  State 
'rison  has  a  date  with  "01'  Sparky,"  officials 
:horeograph  the  event  with  military  precision. 

At  dawn,  the  last  meal.  At  5:30,  shaved 
lead.  At  6:50  last  walk  and  so  on  until  elec- 
:rodes  and  power  lines,  straps  and  leather 
nask  are  in  place  for  the  throwing  of  the 
witch  at  7  o'clock  sharp. 

In  a  recent  exclusive  story.  Penthouse 
evealed  that  nobody  knows  exactly  how  much 
t  takes  to  kill  a  human  being  with  electricity, 
)ut  what's  used  is  always  sufficient:  an  auto- 
natic  cycle  from  2000  volts  and  5  amps  to 
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500  volts  and  15  amps  for  a  full  two  minutes. 

When  the  circuit  breakers  of  the  prison 
connect,  there's  no  fizzing,  buzzing  or  flashy 
finale  for  the  benefit  of  the  witnesses.  Just  a 
mechanical  clunk.  And  a  life  has  been  ended. 

Whether  you  think  the  death  penalty 
deters  crime  or  makes  killers  of  us  too. 
Penthouse  believes  it's  important  to  know 
the  harsh  truths  behind  it. 

In  fact,  that's  the  Penthouse  philosophy 
on  every  seri- 
ous issue,  from 
the  safety  of 


nuclear  power  to  surrogate  motherhood. 

Over  the  years,  stories  that  others  shy 
away  from  have  earned  Penthouse  major  jour- 
nalistic awards.  Not  to  mention  16.1  million 
readers  per  issue.* 

Also,  first  place  in  newsstand  sales  over 
all  other  men's  magazines.  Starch  ad  scores 
higher  than  those  of  Playboy,  Esquire,  Sports 
Illustrated,  Field  &  Stream  and  Time.  And 
a  17.4%  ad  page  increase  over  the  last  year. 

Those  are 
strong  signs 
of  life. 
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until  the  tests  were  ended,  at  day  25. 
If  the  system  works  in  rats,  it  might 
work  in  humans,  too.  Alkermes  aims 
to  do  toxicity  testing  on  the  carrier 
system  soon.  Chnical  testing  of  the 
drug/carrier  combinations  will  be  up 
to  the  drugmakers. 


Wall's  model  for  success  is  Alza 
Corp.,  a  drug  delivery  company  that 
racked  up  $93  million  in  revenue  last 
year  from  royalties,  contract  research 
and  sales  of  drug  pumps,  hivestors 
should  note  that  Alza  ran  up  cumula- 
tive losses  of  close  to  $100  million 


before  turning  profitable  in  1983. 

With  little  in  the  way  of  competi 
tion,  Alkermes  so  far  has  been  able  tc 
dodge  the  pharmaceutical  companies 
while  keeping  them  interested  in  its 
work.  But  it  probably  has  a  long  way 
to  go  before  delivering  a  profit.  ■ 


Insights 


Commentary  by  Peter  Huber 


IN  PRAISE  OF  THE  BIONIC  COW 


"The  cow  is  of  the  bovine  ilk,"  Og- 
den  Nash  once  observed,  "One  end 
is  moo,  the  other  milk."  But  Nash 
lived  in  simpler  times.  Today  the 
various  ends  of  cow  (there  are  more 
than  two)  are  much  in  controversy. 
Unfortunately,  some  self-styled 
greens  are  fighting  hoof  and  nail  to 
get  into  the  cow  act.  In  the  process 
they  are  hastening  environmental 
degradation  and  undermining  the 
public  health. 

Their  recent  fury  is  aimed  at  what 
goes  into  the  cow  to  enhance  its 
growth.  Anabolic  steroids,  a  form  of 
growth  hormone,  cause  cattle  raised 
for  beef  to  grow  faster  and  leaner. 
And  now  bovine  somatotropin 
(bst),  the  first  major  agricultural 
product  of  biotechnology,  promises 
to  boost  milk  production  by  25%. 
The  greens  have  launched  passion- 
ate campaigns  denouncing  both  of 
these  products  as  vile  poisons. 

Their  strident  and  scientifically 
baseless  objections  have  found  will- 
ing ears.  Last  year,  in  what  almost 
precipitated  a  transatlantic  trade 
war,  the  European  Community 
buckled  to  hysteria  raised  by  Ger- 
man greens  and  banned  all  beef 
raised  with  the  growth  hormones. 
The  European  Community  has  like- 
wise banned  dairy  products  pro- 
duced with  BST.  Earlier  this  year 
Wisconsin  and  Minnesota  bowed  to 
threats  of  orchestrated  consumer 
panic  and  imposed  similar  morato- 
riums. Terminally  trendy  Ben  &  Jer- 
ry's, maker  of  fat-laden  ice  cream, 
has  joined  the  act,  and  denounces 
EST  on  its  cartons. 

The  irony,  lost  on  the  likes  of  Ben 
and  Jerry,  is  that  both  the  steroids 
and  the  somatotropin  are  good  for 
public  health  and  environmental 
protection.  Good,  because  they  help 

Peter  Huber,  a  senior  fellow  of  the  Manhat- 
tan Institute,  is  the  author  of  Liability:  The 
Legal  Revolution  and  Its  Consequences. 


tune  up  today's  cow,  a  beast  that 
begins  as  a  dubious  performer  on 
both  counts.  The  problems,  stated 
simply,  are  flatulence  and  fat. 

Flatulent  livestock  is  a  major,  un- 
regulated polluter — causing  25%  of 
all  methane  emissions  attributable 
to  human  activities.  As  a  green- 
house gas,  methane  is  much  worse 
than  carbon  dioxide;  cows  are  thus 
big  contributors  to  whatever  global 
warming  problems  we  may  face. 
Moreover,  millions  of  acres  of  rain 
forests  are  cleared  for  cattle  grazing 
every  year,  and  cattle  contribute 
significantly  to  topsoil  erosion  and 
water  pollution  from  agricultural 
runoff. 

What  the  cow  emits  in  other 
ways,  sometimes  by  way  of  the 
milking  machine,  sometimes  by 
way  of  the  ultimate  sacrifice,  is  fat. 
As  one  dreary  study  after  the  next 
confirms,  we  should  all  be  consum- 
ing less  animal  fat,  whether  it  issues 
from  the  udder  or  the  flank. 

The  world  thus  urgently  needs  a 
more  efficient  cow.  One  that  spends 
less  time  ruminating  and  belching, 
one  that  produces  more  milk  for  the 
methane,  more  meat  for  the  marble. 
Why  the  chemical  companies  have 
not  thought  to  emphasize  the  point 
I  cannot  fathom,  but  this  is  precise- 
ly what  their  growth-enhancing 
products  provide. 

Bovine  anabolic  steroids  do  for 
cows  pretty  much  what  human 
equivalents  do  for  Olympic  sprint- 
ers: stimulate  faster,  leaner  growth. 
Thus,   eating  two  all-beef  patties 


ground  from  a  four-legged  Ben  John- 
son is  much  more  healthful  (though 
less  savory)  than  downing  a  quarter- 
pound  of  bovine  Mae  West.  The 
health  benefits  of  eating  so  much 
less  fat  far  outweigh  any  imaginable 
risks  that  hormone  residues  in  the 
meat  might  cause,  most  especially 
since  the  best  scientific  opinion 
holds  that  these  minuscule  residues 
are  harmless.  We  consume  much 
larger  quantities  of  natural  cow  hor- 
mones all  the  time,  but  hormones, 
happily,  are  species-specific.  For  hu- 
mans, cow  hormones  are  just  anoth- 
er form  of  digestible  protein. 

EST  doesn't  cut  the  fat  out  of 
milk,  but,  like  steroids,  it  can  make 
cows  more  efficient  at  converting 
grass  to  human  food.  In  other  words, 
you  can  produce  the  same  amount 
of  milk  with  20%  fewer  cows,  and 
an  almost  concomitant  reduction  in 
methane  emissions.  If  enviroguru 
Jeremy  Rifkin,  a  leader  of  the'anti- 
BST  campaign,  gorges  on  Ben  &.  Jer- 
ry's ice  cream,  he  not  only  clogs  his 
own  arteries — a  private  matter,  of 
course — but  also  helps  tie  up  as  cow 
pasture  the  land  that  might  other- 
wise revert  to  beautiful  woods.  For 
my  part,  I  want  to  be  able  to  buy 
lean  burgers,  and  I  favor  efficiency 
in  cows  as  much  as  in  cars. 

We  now  have  the  technology  at 
hand  to  run  Cadillac  cows  with 
Chevette  emissions.  We  will  soon 
have  similar  chemical  turbocharg- 
ers  for  pigs  and  other  livestock.  Why 
are  the  est  greens  falling  all  over 
themselves  to  outlaw  these  healthy, 
environment-friendly  products?  We 
are  really  dealing  with  a  reflexive 
hostility  to  anything  produced  by 
technology,  especially  if  produced 
for  profit. 

"One  end  is  moo,  the  other 
milk."  In  deciding  what  is  environ- 
mentally sound  and  what  is  not,  the 
greens  should  think  a  little  harder 
about  which  end  is  which.  ■ 
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SOHE  OF  THE  BKOESr  BUSTS 

tEHTHOUSE  UH(0UERS  RREHTTHE 

KIHDVOU  THINK  THEY  RRE. 


The  seizure  of  50  pounds  of  cocaine 
sad  to  be  considered  a  major  drug  bust. 

But  the  numbers  keep  growing: 

165  pounds  of  Southeast  Asia  heroin 
nuggled  in  by  members  of  a  growing 
lenace  known  as  the  Chinese  Cosa  Nostra. 

1350  pounds  of  cocaine  flown  in 
1  the  top  aide  to  the  drug-kingpin  of 
}lombia. 

In  a  Penthouse  interview,  Robert 
tutman  of  the  Drug  Enforcement  Ad- 
linistration  told  us:  "People  used  to  say, 
l/hy  don't  you  arrest  the  big  dope 


peddlers?'  Nobody  says  that  anymore." 
Penthouse  has  always  considered  the 
war  on  drugs  a  story  to  be  pursued  wherever 
it  leads.  It's  a  war  in  which  the  body  count 
includes  our  children. 

Throughout  the  years.  Penthouse  has 
exposed  all  kinds  of  battles  in  life.  From 
the  war  against  drugs  to  the  struggle 
against  AIDS.  From  the  skirmishes  in 
politics  to  the  friction  between  evan- 


It's  reporting  like  this  that  has  earned 
Penthouse  major  journalistic  awards.  And  an 
audience  of  16.1  million  readers  per  issue.* 

A  higher  percentage  of  them  went  to 
college  than  among  Esquire  readerslAnd 
we  have  more  well-paid  executives  than 
Playboy^  Our  audience  spends  far  above 
the  average  on  all  sorts  of  consumer  goods. 
Last  year,  50  billion  dollars  worth. 

That's  something  to  think  about  in 
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■gelists.  From  the 
Sandinistas  to 
Star  Wars. 
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competition. 
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Eldited  by  William  G.  Flanagan 


Czechoslovakia  s  Southern  Bohemia  is 
long  on  history  but  short  on  decent  accom- 
modations. Solution:  Make  day  trips  from. 
Germany  or  Austria. 

Day-tripping 
in  Bohemia 


By  Richard  C.  Monds 


RozMBERK,  Czechoslovakia. 
The  scene  is  right  out  of  the 
Middle  Ages:  A  ridge-top 
Gothic  castle  entwined  in  wild  roses 
commands  the  Vltava  river  and  the 
ocher  hamlet  below.  Inside  the  castle 
are  banisters  fashioned  with  mahoga- 
ny griffins,  rooms  crammed  with 
Meissen  china,  iron  masks  of  torture, 
hand-painted  Czech  crystal. 

Across  the  village's  cobblestone- 
paved  bridge,  in  the  shadow  of  a  dusty 
13th-century  church,  a  dozen  cracked 
and  faded  Renaissance  houses  squat 
on  the  river  bank.  They  are  over  a 
century  out-of-date:  They  lack  central 
heating  and  some  even  appear  to  lack 
nmning  water.  A  wispy-haired  wom- 
an pins  washing  on  a  line  strung  be- 


tween houses.  A  man  fishes  for  pike. 

Ah,  the  glories  of  socialist  develop- 
ment. Nothing  has  been  tarted  up  or 
torn  down— and  certainly  not  im- 
proved— in  nearly  50  years.  More  im- 
portant for  Western  tourists  interest- 
ed in  visiting  the  region,  acceptable 
hotels  are  virtually  nonexistent. 

Fortunately,  Rozmberk  and  other 
fascinating  medieval  towns  in  this 
comer  of  Czechoslovakia  are  only  a 
few  miles  from  the  Austrian  border,  a 
three-hour  drive  from  Munich,  or  two 
hours  from  Vienna.  Rental  cars  are  in 
ample  supply,  and  there  are  no  longer 
any  border  hassles.  Since  May,  even 
Americans  and  Canadians  can  travel 
to  Czechoslovakia  without  the  irritat- 
ing visas  and  mandatory  currency 
exchanges. 

Roads  are  surprisingly  well  main- 


tained. Traffic  is  light,  since  cars  are 
unaffordable  luxuries  for  most 
Czechs,  and  Western  tourists  in  the 
provinces  are  still  few  and  far  be- 
tween. The  country  is  also  ludicrous- 
ly cheap.  A  full  meal  in  Czechoslova- 
kia— a  cabbage  soup,  dumplings  and 
pork  roast,  excellent  beer  and  Turkish 
coffee — will  set  you  back  about  $1. 

The  Czechs  are  extremely  friendly 
and  are  on  a  pro-America  jag  that 
most  Americans  haven't  seen  since 
the  summer  of  1945.  Stars-and-stripes 
stickers  are  plastered  on  Skodas.  The 
Czechs  are  basking  peacefully  in  their 
first  summer  of  freedom  in  over  SO 
years.  The  optimism  is  palpable. 

Very  few  Czechs  speak  English,  but 
a  little  German  will  get  you  far.  A 
sense  of  humor  and  adventure  is  a 
must.  Fresh  vegetables  are  impossible 
to  find,  so  when  this  reporter  spotted 
"cold  peach  soup"  on  the  menu  at  a 
restaurant  in  Pisek,  he  eagerly  ordered 
it.  After  all,  peaches  were  in  season. 
But  the  "soup"  turned  out  to  be 
canned  peach  syrup,  thinned  with  tap 
water,  crowned  with  a  heavy  dollop  of 
cream  and  crumbled  chocolate  sugar 
wafers. 

There  are  other  culture  shocks. 
Western-style  ambling  through  muse- 
ums is  not  allowed:  Every  hour  a 
group  of  tourists  is  locked  in  a  muse- 
um and  ushered  through  the  rooms  by 
a  guard. 

Where  to  stay  across  the  border,  if 
you  want  to  explore  Southern  Bohe- 
mia for  a  few  days?  We  picked  the 
town  of  Freistadt  in  Upper  Austria  as 
our  base  from  which  to  make  forays. 
A  beautiful  Baroque  town  in  its  own 
right,  Freistadt  is  just  11  miles  from 
the  border  and  boasts  a  number  of  old 
inns  (double  rooms,  including  break- 
fast, are  imder  $50  a  night).  The 
Gasthof  Jaeger  (43-7942-2112),  off  the 
main  road  from  Linz,  will  do,  but  it  is 
poorly  run  by  a  sour  couple.  Far  loveli- 


The  toum  square  at  Ceske  Budejovice 

Thie  local  Btidwpciser  Btidvar  beer  is  world  famous. 


Gun  collection  at  Orlik  Castle  dates  back  300  years 
Includes  gifts  from  Czar  Alexander  and  Mettemich. 
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The  toum  and  castle  ofjindrichuv  Hradec  in  Soutbent  Bohemia 
Inside  th/e  walia,  scenes  from  the  Middle  Ages. 


er  is  the  Gasthof  Deim  (43-7942- 
22580),  with  a  beer  garden,  friendly 
service,  and  swallows  nesting  in  its 
cool  stone  passages. 

Armed  with  Czechoslovakia's  offi- 
cial tourist  pamphlet  on  Southern  Bo- 
hemia, a  map  and  a  guidebook,  we 
explored  the  province.  The  pam- 
phlet— available  at  any  official  Czech 
travel  bureau  around  the  world — is 
useful  as  an  indicator  but  is  full  of 
socialist  cant.  It  spends  paragraphs  on 
hydroelectric  dams,  for  example,  but 
hardly  mentions  the  fairytale  Orlik 
Castle,  one  of  the  most  interesting 
sights  in  the  entire  region. 

Orlik  Castle  is  situated  at  the  top  of 
Southern  Bohemia,  a  1 '/2-hour  drive 
from  Freistadt.  Despite  its  historic 
significance  it  is  a  bit  hard  to  find,  so 
get  directions.  Many  places  of  touris- 
tic interest  are  poorly  signposted. 

Orlik  Castle,  which  dates  from  the 
early  19th  century,  rises  like  a  stone 
sphinx  from  a  lake.  Within  is  housed 
an  extraordinary  gim  collection, 
which  dates  back  to  the  1 7th  century. 
It  was  assembled  by  the  previous 
owners,  the  Schwarzenbergs.  Includ- 
ed among  the  300-odd  hunting  rifles 
are  guns  worked  with  gold  and  silver, 
which  were  gifts  to  the  family  from 
Czar  Alexander  and  the  Austrian 
statesman  Mettemich.  The  most  re- 
cent guns  date  from  1946 — when  the' 
family  fled  the  communist  regime. 

About  25  miles  east  of  Orlik  is  Ta- 


bor, a  fortified  late-Gothic  town  with 
a  history  of  fierce  independence.  In 
the  early  15th  century  Jan  Hus,  the 
reformer  from  Prague,  was  burned  at 
the  stake  for  stirring  up  Czech  nation- 
alism against  the  Germans  and  the 
Church  of  Rome.  But  a  group  of  farm- 
ers— known  as  the  Taboritcs — contin- 
ued to  wage  his  anti-Catholic,  anti- 
German  war,  imtil  an  uneasy  peace 
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was  negotiated  in  1436. 

Near  Tabor's  town  wall  Gypsies 
now  live  in  decrepit  medieval  homes, 
scavenging  for  firewood  that  is 
stacked  on  wooden  porches  that  ap- 
pear several  hundred  years  old.  Cob- 
blestone passages,  smelling  of  bouil- 
lon and  bad  plumbing,  lead  to  an  airy 
town  square  with  Renaissance  and 
Baroque  houses  in  faded  pinks,  blues 
and  bottle  greens.  A  labyrinth  of  se- 
cret passages  under  the  town  were 
used  as  escape  routes  from  the  Catho- 
lic armies. 


Pisek,  27  miles  to  the  west,  is  a  very 
old  town  that  boasts  the  oldest  (1278) 
stone  bridge  in  Czechoslovakia.  But  if 
time  is  short,  skip  it.  The  bridge,  still 
very  much  in  use,  is  decidedly  ho- 
hum.  Baroque  houses  in  Pisek  are 
overshadowed  by  bunker-like  social- 
ist architecture. 

Jindnchuv  Hradec,  28  miles  south 
of  Tabor,'  is  quite  a  large  city,  encir- 
cled by  huge  concrete  Brezhnev  apart- 
ment blocks  and  ponds  that  smell  like 
toxic  waste  dumps.  But  inside  the  old 
walls  another  world  awaits.  A  13th- 
century  cloister  now  houses  the  hos- 
pital. Some  town  houses  are  decorat- 
ed with  black-and-white  sketches, 
granite  cartoons  from  the  Middle 
Ages.  Weeds  grow  in  tufts  from  the 
drainpipes. 

Trebon,  15  miles  south  again,  is  a 
curiosity.  It  is  a  village  with  castle, 
but  its  main  attraction  is  the  network 
of  270  carp  ponds  that  surround  the 
town.  In  the  fall  the  ponds,  built  in 
the  1 6th  century  and  connected  by 
canals,  are  drained  for  "Saint  Peter's 
harvest."  If  you  have  the  stomach,  go 
to  the  only  restaurant  in  the  town 
square,  where  for  80  cents  you  can  try 
the  carp  "Treboner-style."  (Neither 
the  heavy  salting  nor  the  sauteed  pep- 
pers can  disguise  the  bony,  oily  meat 
that  tastes  like  an  old  seagull's  foot.) 

Close  by  and  just  30  miles  from  the 
Freistadt  border  is  Zumberk.  Past 
goose  farms,   scampering  hares  and 
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abandoned  porcelain  factories  is  this 
home  of  yeoman  families  since  the 
13th  century.  Part  museum,  part  ac- 
tive town,  the  tiny  enclave  features 
painted  furniture — early- 19th-centu- 
ry pieces  belonging  to  bakers  and  cob- 
blers that  are  superb  examples  of  the 
country's  unique  naive  art. 

The  provincial  capital  of  Ceske  Bu- 
dejovice  is  not  to  be  missed,  and  it's 
just  30  miles  north  of  the  Austrian 
border.  The  old  trading  city  w^ithin 
the  moat  and  walls  is  alive  with  the 
surprisingly  light  colors  of  Renais- 
sance and  Baroque  Czechoslovakia. 
The  town  square  is  ringed  with  pink 
and  pastel  facades.  Take  a  simple 
meal  of  beer  and  goulash  at  Masne 
Kramy,  a  16th-century  butcher  shop 
now  operating  as  a  restaurant.  The 
frothy  Budweiser  Budvar — acclaimed 
by  connoisseurs  the  world  over — 
costs  17  cents  a  half-liter. 

Cesky  Krumlov,  a  20-minute  drive 
from  the  border,  is  a  high  point  in  the 
Bohemian  experience.  Singled  out  by 
UNESCO  as  one  of  Europe's  great  his- 
torical and  architectural  treasures, 
the  town  is  wrapped  around  the  Vlta- 
va river  and  dominated  by  a  spooky 
castle  in  which  Bela  Lugosi  might 
have  felt  at  home.  But  it  is  a  town 
sadly  in  need  of  restoration.  Its  cob- 
blestone passages  and  medieval 
houses  with  crooked  chimneys  are 
unpainted  and  crumbling. 

You  pause  as  you  watch  an  old, 
toothless  man  shoveling  cheap  brown 
coal  down  a  chute,  and  wonder  what 
his  and  other  Czechs'  lives  might 
have  been  like  if  socialism  hadn't 
been  forced  upon  them. 


Stone  bridge  at  Pisek,  built  in  1278 
StUl  in  wise  Jot  a  new  generation.. 


Collectors 


Artists  who  recorded  the  early  American  West 
have  been  largely  ignored,  giving  Jack  Warner 
the  chance  to  create  a  remarkable  collection. 


A  gallery 
of  Indians 


By  Christie  Brawn 


Heimo  Aga/0>ntatl 


[ENTioN  WESTERN  ART,  and  the 
names  Frederic  Remington  and 
Charles  Russell  spring  to  mind.  But  to 
the  true  connoisseur  of  early  Ameri- 
can art,  they  were  Johnny-come-late- 
lies,  painting  as  they  did  after  1880. 
By  then  the  camera  was  in  common 
use  and  much  of  the  wilderness  had 
been  tamed.  Cowboys,  not  roaming 
tribes,  ruled  the  plains. 

For  a  handful  of  western  art  collec- 
tors such  as  Jack  Wamer,  the  works 
by  earlier  American  artists  are  much 
more  to  be  prized.  These  adventurous 
painters  took  to  the  trails  with  char- 
coals, oils  and  easels,  often  to  record 
what  no  white  man  had  ever  seen 
before. 

Warner,  73,  chairman  and  majority 
owner  of  family-held  Gulf  States  Pa- 
per Corp.,  in  Tuscaloosa,  Ala.,  has 
long  been  a  collector  of  19th-century 
American  art.  Indeed,  the  Gulf  States 
collection  he  put  together  over  the 
past  20  years  includes  over  500  works, 
worth  an  estimated  $80  million.  The 
corporate  collection  is  considered  one 
of  the  best  in  the  country  and  includes 
both  western  and  nonwestem  works 
by  Rembrandt  Peale,  Winslow 
Homer,  Mary  Cassatt  and  John  Singer 
Sargent,  as  well  as  Remington  and 
Russell.  Most  of  the  collection  is  on 
display  at  the  company's  extraordi- 
nary, Japanese-inspired  headquarters 
in  Tuscaloosa. 

But  you'll  have  to  visit  Warner's 
office  to  see  who  his  favorite  Ameri- 
can painters  are — early- 19th-century 
artists  Charles  Bird  King,  Alfred  Jacob 
Miller,  George  Catlin  and  Karl 
Bodmer. 

From  his  desk  Wamer  confronts  the 
solemn  stares  of  "Black  Hawk,"  chief 
of  the  Sauk  tribe;  "Pushmataha," 
chief  of  the  Choctaw,-  and  "Petale- 
sharro,"  chief  of  the  Pawnee — all  of 
whom  sat  to  be  painted  by  Charles 
Bird  King  between  1821  and  1842. 


'I'n)gress"  b)'  Asher  Durand,  1853 
The  Hudson  River  as  it  once  was. 
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There  is  also  "Buffalo  Hunt,"  paint- 
ed by  Karl  Bodmer  during  a  trip  up  the 
Missouri  River  in  1833,  and  "Battle 
Between  the  Sioux,  Sauk  and  Fox," 
which  George  Catlin  witnessed  and 
painted  in  1846. 

These  artists  knew  they  were  cap- 
turing on  canvas  a  rapidly  disappear- 
ing way  of  life,  and  they  went  about 
painting  with  a  frenzy — despite  little 
commercial  market  for  such  works  at 
the  time. 

In  fact,  for  a  while,  the  U.S.  govern- 
ment was  the  only  buyer.  In  1825  the 
Superintendent  of  Indian  Affairs, 
Thomas  McKenney,  commissioned 
King  to  paint  the  portraits  of  more 
than  a  hundred  Indian  chiefs  who 
were  being  invited  to  Washington  for 
peace  talks.  The  chiefs  were  wined, 
dined  and  painted,  and  then  sent  on 
their  way  back  home,  sometimes 
decked  out  in  the  uniforms  of  army 
generals  and  wearing  silver  peace 
medals. 

The  peace  didn't  last,  but  the  War 
Department's  Gallery  of  Indians  did — 
at  least  for  a  while.  But  all  the  original 
paintings,  hung  in  the  Smithsonian, 
were  destroyed  by  fire  in  1865. 

Fortunately,  King  had  painted  other 
versions  of  some,  which  he  kept  for 
himself  or  gave  to  the  chiefs.  About 
60  of  those  portraits  are  known  to 
have  survived. 

The  most  adventurous  and  prolific 
of  the  "Indian  recorders,"  as  these 


FORBES,  AUGUST  6,  1990 


Ilii.lws  In  MikcCin 


Jack  Warner  in  his  office,  with  chiefs  "lilack  Hawk"  (center)  and  "I'ushmalaha, "  hy^  Charles  Bird  King 
Early- 19th-centwuy  portraits  of  the  leaders  of  doomed  tribes. 


painters  were  known,  was  Philadel- 
phia-bom George  Catlin  (1796-1872). 
He  traveled  from  Alaska  to  Tierra  del 
Fuego  painting  the  native  scenes  and 
peoples. 

In  1826  Catlin,  fascinated  by  the 
Indian  chieftains  who  were  traveling 
to  Washington  and  being  painted  by 
King,  went  off  to  record  them  in  their 
native  lands.  Armed  with  letters  of 
introduction  from  Superintendent 
McKenney,  he  took  off  for  far-flung 
forts  along  the  Missouri  River.  After 
eight  years  he  returned  with  more 
than  500  paintings  of  48  different 
tribes.  Typical  scenes  were  buffalo 
hunts,  tribal  wars  and  ceremonial 
dances. 

Catlin  had  hoped  the  government 
would  buy  his  works,  but  when  it 
refused,  he  headed  for  London  in  1 840 
and  set  up  Catlin 's  Indian  Gallery  on 
Piccadilly,  complete  with  a  Crow  te- 
pee. His  nephew,  in  full  Indian  dress, 
drummed  up  business  by  doing  war 
dances. 

Catlin  also  exhibited  at  the  Louvre 
in  Paris.  He  managed  to  sell  enough 
paintings  in  Europe  to  travel  and  paint 
thoughout  the  American  West  and 
South  America. 

Then  there  was  Karl  Bodmer.  A 
Swiss  artist,  he  was  hired  by  Germa- 
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ny's  Prince  Alexander  Maximilian  to 
join  his  expedition  to  the  wilds  of 
America  in  1832.  Inspired  by  stories 
about  Daniel  Boone,  Maximilian  tra- 
versed Pennsylvania  and  sailed  down 
the  Mississippi  and  up  the  Missouri 
rivers  over  a  two-year  period. 

Bodmer  made  detailed  paintings  of 
the  Dakota,  Omaha,  Crow  and  Man- 
dan  tribes.  Holed  up  in  Fort  McKenzie 
(in  what  is  now  central  Montana),  the 
expedition  even  witnessed  a  week- 
long  bloody  battle  between  the  Black- 
foot  and  Assiniboin  tribes.  Bodmer 
painted  while  Maximilian  joined  in 
on  the  side  of  the  Blackfoot  tribe.  (The 
Blackfoot  won;  some  of  the  tribesmen 
attributed  their  survival  to  the  magi- 
cal strength  of  Bodmer's  paintings.) 

Besides  the  Indian  recorders,  there 
were  other  early- 19th-century  paint- 
ers of  American  subjects  whose  work 
Warner  has.  The  Gulf  States  collec- 
tion includes  27  works  by  the  so- 
called  Hudson  River  School  artists  Al- 
fred Bierstadt,  Frederick  Church, 
Thomas  Cole,  Asher  Durand  and  oth- 
ers. Like  the  western  artists,  they  also 
painted  on  location.  But  instead  of 
natives  and  their  lifestyles,  they  re- 
corded the  vanishing  wilderness. 

Take  one  painting  from  the  Gulf 
States  collection,  "The  Falls  of  Kaa- 


terskil,"  done  by  Thomas  Cole  in 
1826.  The  scene  depicts  a  landscape 
somewhere  in  New  York's  then-re- 
mote Catskill  Mountains.  If  you  look 
hard,  you  can  see  a  lone,  symbolic 
Indian  smack  m  the  middle  of  the 
canvas. 

How  has  the  marketplace  valued 
these  early  American  artists?  Not 
consistently.  The  Indian  recorders 
have  always  been  priced  fairly  low — 
which  was  fine  for  Warner.  In  1970, 
for  example,  he  went  on  a  Charles 
Bird  King  binge  and  bought  18  of  his 
works,  paying  no  more  than  $20,000 
apiece.  The  top  price  ever  paid  for  a 
King  is  $385,000,  at  Sotheby's  in  May. 

Works  by  the  Hudson  River  artists, 
however,  neglected  for  years,  have 
come  into  favor  in  the  last  decade. 
Paintings  by  Bierstadt,  Cole  and 
Church  now  regularly  fetch  over  $1 
million. 

And  what  of  the  Remingtons  and 
Russells?  Their  bronco-busting  paint- 
ings and  sculptures  dropped  steeply 
after  1982,  when  Texas  oil  money 
went  out  of  the  art  market.  But  they 
have  recently  made  a  comeback.  A 
Remington  painting  sold  for  $4.7  mil- 
lion last  year  at  Sotheby's — a  record 
for  the  artist. 
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Faces 

Behind  the  Figures 


Edited  by  Jason  Zweig 


Epilogue? 


After  launching  the  wildly  success- 
ibil  Epilady  hair  removal  device  in 
the  U.S.  in  1987,  the  sisters  Krok  may 
not  be  facing  so  bright  a  future. 

Sharon,  Arlene,  Bemice  and  Loren 
Krok,  vs^ho  range  in  age  from  25  to  32 
and  were  bom  in  South  Africa,  bril- 
liantly marketed  Epilady,  a  hand-held 
gizmo  with  a  rotating  coil  that  re- 
moves hair  from  legs  by  yanking  it 
out  by  the  root.  Then,  in  a  frenzy  of 
line  extension,  Epi  Products  came  out 
with  EpiSauna,  EpiPed  and  a  host  of 
other  Epi  items  that  promise  to  do 
everything  from  pampering  tired  feet 
to  hydrating  dry  skin  to  reducing  the 
dreaded  appearance  of  cellulite.  By 
last  year  annual  sales  at  privately  held 
Epi  Products  usa.  Inc.  were  believed 
to  be  about  $200  million. 

One  of  the  latest  Epi  products,  a 


tooth  whitener  called  EpiSmile,  got 
off  to  a  fast  start  but  is  already  causing 
the  company  problems.  Priced  at  $12 
for  a  4-ounce  pump  (versus  about  $2 
for  a  comparable-size  pump  of  Crest), 
EpiSmile  is  sold  at  better  department 
stores  alongside  the  $89  (retail)  Epi- 
lady. The  company  has  drawn  criti- 
cism for  adorning  each  elegant  white 
tube  with  a  seal  of  approval  from 
something  called  the  American  Soci- 
ety for  Dental  Aesthetics,  an  outfit 
created  by  New  York  dentist  Irwin 
Smigel — who  also  happens  to  be  the 
fellow  who  formulated  EpiSmile.  The 
American  Dental  Association  is  less 
enthusiastic.  In  a  statement,  the  ada 
says  studies  show  EpiSmile  contains 
chemical  ingredients  that  may  tem- 
porarily damage  soft  oral  tissues,  cor- 
rode the  pulp  of  teeth  and  exacerbate 


Sharon,  Arlene,  Loren  and  Bemice  Krok 
EpiSmile  is  drawoing frowns. 


the  effect  of  any  existing  carcinogens 
in  the  mouth.  The  Kroks  insist  Epi-i 
Smile  is  safe,  and  they  say  the  asda 
seal  has  been  dropped. 

Meanwhile,  few  of  Epi  Products' | 
other  line  extensions  have  really 
caught  on,  and  sales  of  the  original 
Epilady  hair  removal  device  are  slip- 
ping. Late  last  year  the  New  York 
State  Attorney  General  forced  Epi 
Products  to  stop  making  claims  that 
Epilady  is  painless  to  use  and  to  carry 
a  warning  that  it  may  cause  ingrown 
hairs,  which  can  lead  to  infection. 
Stores  have  returned  more  and  more 
Epilady  devices  unsold.  In  March  the 
KJok  sisters  laid  off  a  third  of  their 
corporate  staff.  On  another  front,  a 
former  business  partner,  Patricia 
Jones,  is  suing  Epi  to  get  a  20%  stake 
in  the  company.  Epi  denies  any 
wrongdoing,  including  the  allegation 
that  its  parent  company,  Epy  Interna- 
tional A.G.  of  Liechtenstein,  is  with- 
drawing millions  of  dollars  in  "royal- 
ties" from  Epi  to  duck  U.S.  taxes. 

Ouch! — Carolyn  Torcellini  Geer 
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The  adventures  of 
Ciqitain  Kirk 

In  a  summer  of  strong  box  office 
performance.  Kirk  Kerkorian's 
mgm/ua  does  not  have  a  single  movie 
among  the  45  top-grossing  films.  In 
fact,  the  biggest  thriller  on  mgm/ua's 
schedule  this  year  is  likely  to  be  a 
civil  trial  forcing  Kerkorian  to  defend 
himself  against  claims  that  he  took 
unfair  advantage  of  minority  share- 
holders back  in  1985  and  1986. 

Expected  to  begin  this  month,  the 
trial  should  draw  a  parade  of  celebrity 
participants,  including  plaintiff  Bella 
Abzug,  the  former  New  York  con- 
gresswoman,  who  is  suing  on  behalf 
of  her  late  husband's  estate.  Featured 
among  the  defendants:  such  past  or 
present  mgm/ua  directors  as  Dinah 
Shore,  Art  Linkletter  and  former  Sec- 
retary of  State  Alexander  M.  Haig  Jr. 

The  dispute  dates  to  1985,  when 
Ted  Turner  agreed  to  buy  mgm/ua 
Entertainment  Co.  for  $29  a  share  and 
concurrently  to  resell  the  United  Art- 
ists unit  to  Kerkorian's  Tracinda 
Corp.  for  $9  a  share.  Kerkorian  gave 
former  mgm/ua  shareholders  the 
chance  to  buy  a  piece  of  United  Art- 
ists at  the  time,  but  few  did. 

According  to  the  Abzug  lawsuit 
(consolidated  with  another  class  ac- 
tion for  the  trial),  Kerkorian  con- 
cealed ua's  true  value  and  discour- 
aged minority  shareholders  from  par- 
ticipating in  the  stock  offering,  while 
he  increased  his  own  stake  from 
50.1%   to  nearly  80%    at  a  bargain 
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James  SmealKon  GalcIIa 


MGM/UA  's  Kirk  Kerkorian 

Not  a  hit  in  sight,  except  his  trial. 


price.  The  mgm/ua  directors  alleged- 
ly failed  to  fulfill  their  fiduciary  du- 
ties to  shareholders  by  rubberstamp- 
ing  Kerkorian's  plan.  The  plaintiffs' 
lawyers  are  seeking  up  to  $220  mil- 
lion in  compensatory  damages  be- 
cause they  claim  ua  stock  was  worth 
$17  to  $20  a  share — not  $9  a  share — 
when  Kerkorian  added  17  million 
shares  to  his  holdings  in  1986.  (Later 
that  year  ua  repurchased  the  mgm 
name  and  became  the  mgm/ua  entity 
controlled  by  Kerkorian  today.) 

Kerkorian's  lawyers  say  the  law- 
suits amount  to  "Monday-morning 
quarterbacking."  They  insist  the  ua 
offering  was  part  of  the  overall  trans- 
action with  Turner,  which  was  hand- 
somely priced. 

Whatever  happens  in  court,  Kerkor- 
ian, now  73,  has  other  disappoint- 
ments. Last  year  he  agreed  to  sell 
mgm/ua  to  Australia's  Qintex  Group, 
but  Qintex  went  into  receivership. 
His  latest  buyer,  Pathe  Communica- 
tions Corp.,  missed  its  June  deadline 
to  acquire  mgm/ua  for  $  1 .2  billion.  By 
agreeing  to  pay  another  $91.5  million, 
Pathe  has  a  new  tender  offer  that  runs 
until  October,  but  a  lot  of  people  will 
be  surprised  if  Pathe  can  close  the 
deal. — Kathryn  Harris 


Kelly's  green 

Already  a  wealthy  man,  Chicago's 
■Donald  P.  Kelly  is  likely  to  make 
approximately  $30  million  more  be- 
fore long.  That's  the  profit  he  is  ex- 
pected to  make,  before  taxes,  by  sell- 
ing his  3%  stake  in  Beatrice  Co.  to 
ConAgra,    Inc.,    the    company    that 


FORBES,  AUGUST  6,  1990 


agreed  in  June  to  buy  Beatrice  for  $1 .3 
billion. 

Where  is  he  going  to  invest  the  pro- 
ceeds? Keep  an  eye  on  Envirodyne  In- 
dustries, the  Oak  Brook,  111. -based 
maker  of  drinking  straws,  sausage 
casings  and  baby-wipe  packages  that 
Kelly  bought  in  a  leveraged  buyout 
with  Salomon  Brothers  a  year  ago  for 
$800  million. 

Laden  with  more  than  $700  million 
in  long-term  debt,  Envirodyne  could 
use  some  quick  cash.  That  means  Kel- 
ly may  be  able  to  increase  his  current 
4%  equity  stake  in  Envirodyne  on 
the  cheap. 

Not  only  does  Kelly  own  some  cur- 
rent 4%  of  Envirodyne's  equity,  but 
his  limited  partnership  has  bought 
$12  million  (face  amount)  of  Enviro- 
dyne junk,  probably  buying  much  of  it 
at  about  80  cents  on  the  dollar. 


The  bonds'  bulls  argue  that  if  Kelly 
injects  more  equity  money  into  Envir- 
odyne, the  company  could  use  the 
proceeds  to  buy  back  some  of  its  debt, 
thereby  increasing  the  value  of  the 
junk  left  outstanding. 

Thus  Kelly  would  be  helping  him- 
self by  helping  himself  to  more  Envir- 
odyne shares. 

It  was  Kelly,  of  course,  who  led  a 
$6.2  billion  hostile  leveraged  buyout 
of  Beatrice  back  in  1986.  Selling  off 
Beatrice's  pieces — including  Interna- 
tional Playtex,  Tropicana  and  Avis — 
Kelly  made  a  handsome  profit  for 
himself  and  others  and  helped  create 
the  brand-name  takeover  frenzy  that 
swept  Wall  Street  in  the  latter  half  of 
the  1980s. 

Watch  for  Kelly  now  to  pioneer  the 
drive  to  re-equitize. 


'  W'l 


Envirodyne  Chairman  Donald  F.  Kelly 
Ready  to  buck  up  his  bonds? 
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Did  you  know  that  28,00( 
Vision  subscriber 
own  a  sports  car' 


With  its  200,000  subscribers,  Vision 

is  the  most  powerful  medium  for  communicating 

with  Latin  America's  ehte. 


You  have  to  have  it. 

Source:  INHA  -  Vision  Headers'.  Proliie.  December.  1989. 


Note 


The  Forbes  Wall  Street  Review 


By  Eric  S.  Hardy 


{ 


"Stock  prices  should  go  higher  not 
because  earnings  are  great  but  be- 
cause the  market  thrives  on  lower 
interest  rates,"  says  John  D.  Connol- 
ly, chief  investment  strategist  at 
Dean  Witter.  Connolly  believes  inter- 
est rates  will  be  lowered  by  a  higher 
U.S.  savings  rate  and  reduced  credit 
demand.  As  a  result,  he  expects  the 
yield  of  the  s&p  500,  currently  at 
3.4%,  to  soon  decline  to  around  3%, 
putting  the  Dow  at  about  3300. 

Although  the  housing  market  is 
showing  no  signs  of  recovery,  Robert 
Curran,  who  follows  the  industry  for 
Merrill  Lynch,  is  recommending 
some  stocks  that  are  peripherally  in- 
volved in  the  housing  business.  He 
likes  Lowe's  (a  retailer  that  sells 
home-building  supplies)  and  ppg  In- 
dustries, which  makes  glass  for  both 
the  automotive  and  housing  markets. 

Utility  and  natural  gas  stocks  are 
often  bought  by  risk-averse  investors 
seeking  nice  yields  and  relatively 
steady  prices.  Nevertheless,  two  of 
the  most  volatile  stocks  during  the 
past  two  weeks  were  in  these  indus- 
tries. Contel  (a  telephone  utility)  shot 
up  39%  when  it  agreed  to  merge  with 
GTE.  Natural  gas  distributor  Panhan- 
dle Eastern  dropped  23%  because  of 
speculation  that  it  would  "review"  its 
dividend  policy  at  the  board  meeting 
scheduled  for  late  July.  The  stock  cur- 
rently has  a  double-digit  yield,  but 
there's  a  good  chance  the  $2  annual 
payout  will  be  reduced. 
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The  Best  Performing  Stocks 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)^ 

Rel  vol^ 

Contel 

35W 

39% 

21 

7,770 

2.5 

General  Instrument 

46'/8 

29 

15 

9,128 

6.7 

TJX  Cos 

161/1 

25 

NM 

2,602 

0.8 

McDonnell  Douglas 

43H 

22 

33 

2,372 

2.2 

Acuson 

46'/4 

20 

27 

765 

1.3 

The  Worst  Performing  Stocks 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)^ 

Rel  vol' 

Computer  Assoc  IntI 

10'/4 

-34% 

12 

5,815 

1.1 

Panhandle  Eastern 

18'4 

-23 

21 

9,874 

2.4 

Mentor  Graphics 

17 

-23 

14 

11,571 

2.2 

TCBY  Enterprises 

14H 

-23 

13' 

5,248 

1.8 

Signet  Banking 

18^4 

19 

4 

1,224 

3.0 

Closeup  on  the  Market 

Index  or  investment 

Price 

2-week  change 

Index  or  investment 

Price  or  rate 

2-week  change 

Wilshire  index 

6,000  stocl(s,  capitalization  weighted 

3,488.21 

2.1% 

Europe,  Australia,  New  Zealand  and  Far  East* 

(EAft)  a  dollar  denominated  capitalization  weighted  index 

930.40 

2.3% 

Wilshire  index 

6,000  stocks,  equal  weighted 

22.02 

1.0 

Institutional^ 

Approximately  200  stocks  with  high  institutional  ownership 

119.59 

17 

Dow  Jones  industrials 

30  stocks,  divisor-adjusted  price  average 

2,969.80 

3.2 

Individual^ 

Approximately  200  stocks  with  low  institutional  ownership 

106.19 

0.5 

S&P500 

Capitalization  weighted  cross  section,  major  stocks 

365.44 

2.2 

Russell  2000  index 

2000  stocks  with  small  market  values,  capitalization  weighted 

169.43 

0.6 

NYSE 

Capitalization  weighted,  all  listed  common  stocks 

199.32 

2.1 

Gold    (composite  quote  of  6  maior  dealers) 

$358.30 

1.0 

Yen^  (per  $U.S.) 

147.50 

-3.7 

Amex 

Capitalization  weighted  total  return:  stocks,  warrants 

362.23 

1.0 

Commodity  index^  (CRB  futures  index,  1967  =  100) 

233.55 

-1.0 

Nasdaq 

Capitalization  weighted,  all  issues  except  warrants 

467.17 

1.5 

Oil^  (W  Texas  Intermediate) 

$18.45 

7.6 

T  billS^  (90  days) 

7.65% 

-8  basis  points' 

Amex  international  market  index 

Capitalization  weighted.  50  largest  ADRs 

330.39 

3.5 

Broker  loan  rate^ 

9.25% 

unclianged 

Note:  All  data  for  periods  ending  7/12/90.  WUshiie  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity 
since  index  was  created.  Stocks  listed  above  have  market  capitalizations  of  $500  million  or  more.  Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
Average  daily  volume  over  a  2-week  period.  Average  daify  volume  over  the  last  2  weeks,  divided  by  the  average  daily  volume  over  the  preceding  3  months.  ''Morgan  Stanley 
Capital  International  Perspective.  'For  period  ending  7/13/90.  A.  Arbel,  Cornell  University,  using  Ford  Database  from  Ford  Investor  Services.  'Knight-Ridder  Financial 
Information     A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  NM:  Not  meaningful. 
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f  Issues  Re^ 

^^iew 

By 

Robert  Balancia 

r 

Il 

The  biggest'                                                                                                                                              | 

Company/business 

Exchange 

Offer 
date 

Offer             Recent 
price              price 

Offering 
($mil) 

Lead 
undenwriter 

Performance  to  date      ■ 
absolute     rel  to  mkt^    H 

Transatlantic  Holdings/fire,  marine  ins 

N 

6/15/90 

27                27  3/4 

$157 

Goldman  Sachs 

3% 

104%       H 

Safeway/supermarkets 

N 

4/25/90 

11  '/4                         14% 

90 

Goldman  Sachs 

27 

119           llj 

Fingerhut/mail  order  catalog 

N 

4/25/90 

16'/2              21% 

83 

Smith  Barney 

32 

122 

Pool  Energy  Svcs/oilfield  svcs 

0 

4/17/90 

10'/4              12% 

82 

Shearson  Lehman 

21 

113 

RMI  Titanium/titanium  prods 

N 

4/12/90 

12'/2                     11  '/4 

75 

First  Boston 

-10 

84 

Chiles  Offshore/oilfield  svcs 

A 

5/24/90 

14'/2                  11% 

73 

Bear  Stearns 

-21 

79 

Mid-Am  Waste  Sys/waste  mgmt  svcs 

0 

5/18/90 

24                 38  % 

72 

Alex  Brown  &  Sons 

61 

159 

Horsehead  Res  Develop/metals 

0 

6/29/90 

14'/2              18 

47 

Kidder  Peabody 

24 

124 

Granite  Construction/construction 

0 

4/20/90 

17                 23% 

43 

Smith  Barney 

40 

131 

Mr  Coffee/mfr  coffeemakers 

0 

5/31/90 

10                  14% 

40 

Alex  Brown  &  Sons 

47 

148 

Performance  Update 


The  best* 


Company/business 


Offer 
price 


Offering  Lead 

($mil)        underwriter 


Performance  to  date 
absolute       rel  to  mM^ 


Sanifill/waste  mgmt  svcs 


9'/2 


$19 


Alex  Brown  &  Sons 


113% 


199% 


Sullivan  Dental  Prods/dental  prods     10 


10 


Dain  Bosworth 


178 


Fleer/confection  goods 


15 


26 


Smith  Barney 


70 


172 


Mid-Am  Waste/waste  mgmt  svcs        24 


72 


Alex  Brown  &  Sons 


61 


159 


RasterOps/imaging  prods 


12 


22 


Robertson  Stephens 


58 


152 


The  worst' 


Company/business 


Offer 
price 


Offering 
($mil) 


Lead 
underwriter 


Performance  to  date 
absolute       rel  to  mkt^ 


Gensia  Pharm/pharmaceuticals 


11 


$31 


Alex  Brown  &  Sons 


-25% 


77% 


Immune  Response/med  research 


15 


Dillon  Read 


-23 


72 


In  the  past  12  months,  underwriters  of 
new  issues  raised  more  money,  $472 
milhon,  for  oil  and  gas  explorers  than 
for  any  other  industry.  Although  it  is 
a  far  cry  from  the  frenzied  underwrit- 
ing of  energy  stocks  during  the  late 
1970s  and  early  1980s,  it  does  signal  a 
renewed  interest  in  this  sector.  Dur- 
ing the  past  quarter  two  of  the  largest 
new  issues  were  oilfield  service  firms. 
The  largest  is  Pool  Energy  Services  of 
Houston,  an  $82  million  deal  under- 
written by  Shearson  Lehman. 

Waste  disposal  is  another  hot  area. 
Two  stocks  in  this  sector,  Mid-Amer- 
ican Waste  Systems  and  Sanifill,  were 
among  the  best-performing  new  is- 
sues of  the  past  quarter.  Both  were 
underwritten  by  Alex.  Brown  &.  Sons. 

Safeway  Stores  was  the  second-larg- 
est IPO  during  the  quarter.  It  had  been 
taken  private  by  Kohlberg  Kravis  Rob- 
erts in  1986.  At  the  time  of  its  lbo 
Safeway  had  revenues  of  $20.3  billion 
and  2,284  stores.  Safeway  sold  assets 
to  pay  for  its  buyout.  It  now  has  1,117 
stores  and  revenues  of  $14.3  billion. 

Newark  N.J. -based  Securities  Data 
Co.,  the  firm  that  provided  the  infor- 
mation in  the  accompanying  tables, 
reports  that  the  amount  of  money 
raised  in  the  second  quarter  (exclud- 
ing small  offerings;  see  footnote)  in- 
creased from  $1  billion  in  1989  to  $1.6 
billion  in  1990. 


Notes:  Initial  public  offenr^s  of  common  equities  with  offer  date  of  4/1/90  to  6/30/90,  offering  price  of  $2.50  or  more  and  offering  value  of  $5  million  or  more.  Closed-end  funds, 
limited  partnerships,  and  ADS  (American  Depositary  Shares)  of  corporations  already  traded  in  foreign  countries  are  excluded,  as  are  reits  and  spinoffs.  'Last  quarter.  The  ending 
value  of  $100  invested  in  the  stock,  divided  by  the  ending  value  of  $1  invested  in  the  market  ^Latest  12  months.  Source:  Securities  Data  Co. 


Curragh  Resources/mining 


10 


25 


Morgan  Stanley 


-23 


78 


Chiles  Offshore/oilfield  svcs 


14'/2 


73 


Bear  Stearns 


-22 


79 


Wahico  Environ  Sys/filter  prods 


13 


23 


Prudential  Bache 


-12 


82 


The  most  active  investment  bankers^ 

Industries  going 

public'' 

Underwriter 

Total 
offerings 

Total 
raised 
($mil) 

Industry 

Total 
offerings 

Total 
raised 
($mll) 

Goldman  Sachs 

13 

$1,237 

Oil  &  gas  exploration 

5 

$472 

Alex  Brown  &  Sons 

23 

580 

Magazine  publishing 

1 

420 

First  Boston 

6 

509 

Typewriters 

1 

252 

Lehman  Brothers 

6 

444 

Computer  systems 

7 

224 

Morgan  Stanley 

8 

362 

Audio  records 

1 

224 
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DisocMer  how  Merrill  I^ch  can 
helpyou  realize  the  value  of  }our 
business. 


^ 


pa&iff^ 


"^^.  / 


PLANNING 


«P* 


Bf/S/NESS 
MS(/MNCE 


Only  you  know  how  much  time,  money  and  effort  you've 
invested  to  build  your  business.  When  it  is  time  for  you 
to  convert  some  or  all  of  the  equity  in  your  business 
into  a  liquid  asset,  you  will  want  to  receive  the  max- 
imum return  for  this  investment.  To  do  so,  you  may 
need  to  place  an  objective  and  supportable  value  on  all 
or  part  of  your  business. 

Consider  the  valuation  professionals  at  Merrill 
Lynch  Business  Brokerage  and  Valuation,  a  division  of 
Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated, 
who  have  wide-ranging  experience  in  valuing  closely- 
held  firms.  When  you  decide  to  sell  or  recapitalize  your 
business,  buy  another,  set  up  an  ESOP  or  plan  your 
estate,  they  can  help. 

If  your  decision  is  to  sell  your  business,  the  business 
brokerage  experts  can  use  their  global  resources  to  find 
the  right  buyer,  and  do  so  with  speed,  accuracy  and 
discretion. 

To  find  out  how  Merrill  Lynch  Business  Brokerage 
and  Valuation  can  help  you  realize  the  value  of  your 
business,  talk  to  a  Merrill  Lynch  Financial  Consultant, 
return  the  coupon  below  or  call  us  toll-free,  Monday 
through  Friday,  and  we  will  provide  you  with  more  infor- 
mation regarding  these  services. 


1-800-637-7455,  ext.  5921 


r. 


Mail  to:  Merrill  Lynch,  Pierce,  Kemier  &  Smith  Incorporated 
Response  Center,  PO  Fiox  ;{()2()0 
New  Brunswick,  NJ  ()89H!)-(I2(I() 

n  Please  .send  me  more  information  about  how  Merrill  Lynch  Business 
Brokerage  and  Valuation  can  help  me  realize  the  value  of  my  business. 

Name 


n 


Address . 
City 


-State - 


_Zip. 


Bus.  Ptione_ 


-Home  f'tione. 


Merrill  Lyncli  clients,  please  give  name  and  office  address  of  your  Financial 
Consultant: 


Lr 


j>92J I 


«  1990  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated  Member  SIPC. 


Merrill  Lynch 

A  tradition  of  trust. 


I 


Statistical  Spotlight 


Over  long  enough  periods,  buying  compa- 
nies cheaply  in  relation  to  their  earning 
power  has  been  a  good  strategy  in  the  U.S. 
How  does  it  work  abroad? 

Taking  low  P/E 
global 


By  Eric  Hanty 


Iow-price/earnings  investing — 
_  the  strategy  of  buying  stocks 
I  trading  at  relatively  low  multi- 
ples of  their  earnings  per  share — is  an 
old  and  proven  technique  in  the  U.S. 
Several  studies  conducted  by  Forbes 
columnist  David  Dreman  have  shown 
that  this  approach  beats  the  market 
over  long  periods,  although  there  are 
stretches  when  1ow-p/e  stocks  lose 


out  to  growth  stocks.  How  do  1ow-p/e 
stocks  do  in  other  countries?  That  is 
the  question  Sandor  Cseh  (pro- 
nounced "Shay")  addressed  in  the  ear- 
ly 1980s  at  Provident  Capital  Manage- 
ment in  Philadelphia.  His  conclusion: 
The  strategy  would  work  better  over- 
seas than  it  does  here. 

Five  years  ago  Provident,  a  subsid- 
iary of  PNC  Financial,  gave  Cseh  a 
chance  to  prove  his  theories  by  put- 
ting him  in  charge  of  a  portfolio  of 


Relatively  cheiQ) 

Price/earnings  multiples  of  the  stocks  in  Provident  Capital  Manage- 
ment's overseas  portfolio  aren't  all  low  by  U.S.  standards,  but  they  are  all 
low  by  the  standards  of  the  home-country  stock  exchange. 

Company /business 

Country 

Price 

Price/ 

earnings 

ratio 

Country 

average 

P/E 

Banco  Popular  Espaiiol/banking 

Spam 

94% 

7.1 

12.6 

Bank  of  Scotland/banking 

UK 

2% 

5.2 

11.8 

Bayer/chemicals 

Germany 

177% 

7.8 

18.1 

Commerzbank/banking 

Germany 

1801/2 

11.8 

18.1 

GAN/insurance 

France 

360% 

7.4 

12.7 

Glynwed  International/metals 

UK 

5'/8 

8.5 

11.8 

Hepworth/building  materials 

UK 

5'/8 

8.5 

11.8 

Hillsdown  Holdings/foods 

UK 

5 

8.7 

11.8 

Inchcape/multicompany 

Singapore 

2% 

11.1 

20.6 

Maruichi  Steel  Tube/steel 

Japan 

151/8 

24.9 

41.1 

Nestle/foods 

Switzerland 

6,1591/2 

11.8 

14.9 

Scapa  Group/industrial  machinery              UK 

3 

9.6 

11.8 

VNU/publishmg 

Netherlands 

56% 

8.4 

9.4 

Western  Mining/me tci Is 

Australia 

4 

10.0 

12.4 

Winsor  Industrial/textiL's 

Hong  Kong 

l'/« 

7.1 

10.8  • 

Prices  as  of  July  12,  1990,  converted  to  U.S.  dollars. 

Sources:  Provident  Capital  Management:  Morgan 

Stanley  Capital 

International 

Perspective 
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foreign    stocks,    now    $150    million 
managed  for  pension  funds  and  othef 
clients.    Cseh    has    proved    himselfi 
with  a  compound  annual  return  sincif, 
mid- 1985  of  33%  on  that  portfolio,  ^, 
points  ahead  of  the  27%  for  Morgark 
Stanley's  international  stock  indexR 
(Both  returns  reflect  price  changesi 
dividends  and  currency  fluctuations 
for  U.S.   investors.)  Also,   Providen 
will   be   launching  an   intemationa 
stock  fund  this  fall  that  Cseh  wil 
manage. 

Cseh  is  steadfastly  loyal  to  his  strat 
egy,  selling  when  a  company's  multi 
pie  climbs  above  the  average  for  tha 
company's  industry  in  its  country 
Thus,  Nestle  is  compared  with  othe 
Swiss  food  stocks,  Bayer  with  othe 
German     chemicals.     In     mid-June 
when    rumors    surfaced    that    Phili 
Morris  was  interested  in  Jacobs  Su 
chard,    the   Swiss   candy   and   coffe 
firm,  Cseh  decided  to  unload  part  o: 
his  Suchard  position  because  its  p/ 
got  to  14.  Explains  Cseh:  "We  don' 
wait  for  takeovers  that  may  or  may 
not  materialize."  As  it  turned  out 
soon  after  Philip  Morris  announced  a 
plan  to  acquire  most  of  Suchard.  Any 
regrets?  No.  In  the  event,  Cseh's  cli 
ents  got  $5,700  a  share,  only  $350  less 
than  the  acquisition  price. 

Bom  in  Hungary  44  years  ago,  Cseh 
has  lived  in  Germany,  Austria  and 
Venezuela,  a  good  background  for 
someone  with  investments  in  14  na- 
tions. Lately  his  formulas  have  been 
leading  him  to  food  companies,  in- 
cluding Hillsdown  Holdings  and  Nes- 
tle; banks,  including  Banco- Popular 
Espaiiol  in  Spain  and  Bank  of  Scotland 
in  the  U.K.;  and  textile  maker  Winsor 
Industrial  in  Hong  Kong  (see  table). 

"I  think  the  whole  U.K.  market  is 
very  cheap,"  says  Cseh  (average  p/e: 
11.8),  but  that's  not  as  important  to 
him  as  whether  a  particular  U.K. 
stock  has  a  p/e  lower  than  the  U.K. 
average.  Thus,  his  holdings  include 
Maruichi  Steel  Tube  at  a  multiple  of 
25,  high  by  most  countries'  standards 
but  cheap  for  Japan.  International  di- 
versification is  key  to  keeping  the  vol- 
atility down.  "We  don't  want  our  per- 
formance to  be  feast  one  year  and  fam- 
ine the  next,"  Cseh  says. 

Computerized  databases  from  Da- 
tastream  in  London  and  Nomura  Cap- 
ital in  Osaka  are  important  to  Cseh, 
but  he  prefers,  where  possible,  to  visit 
a  company  in  person.  Cseh  spends 
10%  of  his  time  on  the  road.  "Except 
for  our  core  price/earnings  analysis, 
there  is  usually  very  little  correlation 
between  what  looks  good  in  one  coun- 
try and  what  looks  good  in  another," 
he  points  out.  "My  visits  let  me  see  a 
country's  intangibles."  ■ 
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HAT  DO  THESE 


CITIES  &  STATES  HAVE 
IN  COMMON  IN  1990? 


ATLANTA 

CALIFORNIA 

DALLAS 

DELAWARE 

ILLINOIS 

NEVADA 

NORTH   CAROLINA 

OHIO 

PHOENIX 

SAN  DIEGO 

SOUTH   CAROLINA 

They  arc  making  their  economic 

development  presentations  in  special 

advertising  supplements  in  the  magazine 

that  gets  uncommon  results  —  Forbes 

To  find  out  why  Forbes  carries  more 

pages  of  economic  development 
advertising  than  an\'  other  magazine  in 
America,  call  Arnold  Prives,  Director 
of  Special  Projects  at  (212)  620-2224. 

Forbes 

Capitalist  lool 

■*■  Forbes  Magazine— 60  Fitlh  Ave  .  N  Y ,  N  Y  10011 


Delaware 


^ 


The  Funds 


ratio,  because  it  is  not  running  a  fund 
Rather,  it  announces  a  net  yield  (rese 
weekly)  on  the  demand  note,  and  tha 
rate  is  what  the  investor  keeps.  Clou 
won't  say  what  it  costs  him  to  run  th( 
money  market  account,  but  he  sayi 
the  overhead  gmac  is  absorbing  oi 
this  account  is  considerably  lowe 
than  Vanguard's. 

How  can  gmac  get  its  costs  lowe 
than  Vanguard's?  For  one  thing,  gmac 
hasn't  bought  any  newspaper  ads  fo 
the  money  account.  And  its  direct 
mail  pitches  go  to  people  who  an 
presold — namely  employees,  retirees 
and  shareholders.  Finally,  despite  tb 
low  minimum,  it  averages  a  fairl) 
high  $25,000  balance  per  customer 
Costs  include  salaries  for  a  staff  o 
seven,  plus  fees  paid  to  Northe 
Trust  Co.  of  Chicago  for  clearing 
checks  and  handling  the  paperwork 
There  is  no  portfolio  manager  to  pay 

For  the  week  of  July  9-15  the  gmac 
note  was  paying  a  nominal  rate  o 
7.97%,  which  translates  into  a  gener 
ous  8.3%  effective  annual  yield.  Thai 
beats  all  but  a  handful  of  money  mar 
ket  funds.  But,  insists  Clout:  "This  i; 
not  an  employee  benefit  program.' 
Add  in  all  the  administrative  costs,  he 
says,  and  the  variable  rate  note  raises 
money  for  gmac  for  a  tad  less  than  its 
much  larger  commercial  paper  pro- 
gram (recent  30-day  discount  rate 
8.15%,  for  an  effective  annual  8.64% 
The  explanation,  of  course,  is  that  by 
selling  its  own  paper  gm  eliminate 
the  Wall  Street  middlemen. 

While  the  yield  on  the  gmac  ac- 
count is  admirable,  one  question  re 
mains  for  gm  shareholders  assessing 
this  nonfund  fund  as  an  investment. 
These  are  not  federally  guaranteed 
notes,  gmac's  paper  carries  an  A-1  -t- 
credit  rating,  the  highest  available. 
But  financing  automobiles  is  not 
without  risk;  delinquency  and  repos- 
session rates  have  been  rising  over  the 
last  several  years. 

In  a  money  market  fund  from  Van 
guard  or  Dreyfus  or  whomever,  you 
get  some  paper  of  slightly  lower  indi 
vidual  credit  quality,  but  you  also  get 
diversification.  The  ordinary  money 
market  funds  invest  in  a  mix  of  short- 
term  securities  including  certificates 
of  deposit,  bankers'  acceptances  and 
corporate  paper.  Still,  any  recession 
severe  enough  to  put  gm  paper  at  risk 
would  probably  break  most  of  the 
banks  and  other  corporations  as  well. 
There  is  no  absolute  safety  in  this 
world  of  ours;  gmac  is  probably  as 
close  as  you  can  get.  ■ 


General  Motors  Acceptance  Corp.  s  moneys 
market  account  offers  high  yields  to  inves- 
tors and  a  low  cost  of  money  to  GMAC. 

Eliminating 
the  middleman 


By  Richard  Phakm 


ovE  OVER,  John  Bogle.  A  new 
player  in  the  money  market 
business  has  costs  even  low- 
er than  those  at  your  Vanguard  Group. 
That  player  is  General  Motors,  which 
has  recently  opened  its  employees- 
only  money  market  account  to  gm 
shareholders.  At  last  count  the  gm 
account  was  paying  an  effective  8.3% 
a  year — on  a  par  with  the  yield  on 
Vanguard's  Money  Market  Fund- 
Prime  Portfolio  anci  about  a  third  of  a 
point  ahead  of  the  average  money 
market  fund. 

The  General  Motors  account  pays  a 
net  yield  to  savers,  with  the  company 
picking  up  all  operating  expenses. 
Those  expenses  are  low,  and  that  is 
key  to  gm's  ability  to  pay  high  rates  to 
savers  while  keeping  its  borrowing 
costs  to  a  minimum. 

For  the  record,  the  car  company 
notes  that  its  ready-cash  account  is 
not  a  mutual  fund  and  that  it  is  not  in 
the  fund  business.  But  the  account, 
consisting  of  "variable  rate  demand 
notes"  of  General  Motors  Acceptance 
Corp.,  gm's  financing  subsidiary, 
competes  with  money  funds  head  on. 
GM  shareholders  can  open  the  ac- 
count with  as  little  as  $250,  write 
checks  against  it  and  make  telephone 
transfers  to  their  banks. 

The  product  has  been  available  to 
GM  employees  since  1985,  and  is  now 
providing  $2.9  billion  of  funds  for 
GMAC.  This  spring  gm  began  pitching 
the  account  to  its  shareholders. 

What's  next?  The  addition  of  dis- 
count brokerage  and  a  family  of  mutu- 
al funds  to  your  favorite  Cadillac  deal- 
er's showroom?  John  Bogle,  chairman 
of  the  Vanguard  Group,  thinks  such  a 
move    may   well   be   in   the    cards. 


"There  are  big  profits  in  this  [mutual 
fund]  industry,  and  I  think  the  1990s 
is  going  to  be  the  time  when  a  lot  of 
other  people  will  come  in  and  try  to 
make  them." 

GMAC  Vice  President  Richard  Clout 
denies  having  any  such  plans.  "This  is 
not  a  money  market  fund,"  he  says. 
"We  are  not  going  to  stand  on  the 
street  comer,  trying  to  compete  with 
the  money  market  funds,  and  there  is 
absolutely  no  way  we  will  take  it  to 
the  public  at  large."  Even  so,  with 
525,000  U.S.  employees  and  over 
700,000  shareholders,  gm  is  catering 
to  a  large  audience  already. 

Yields  on  Vanguard's  money  funds 
are  among  the  best  in  the  fund  busi- 
ness precisely  because  Vanguard's 
overhead  costs  are  so  low.  Indeed,  the 
0.28%  annual  expense  ratio  on  Van- 
guard's taxable  money  funds  is  among 
the  lowest  for  retail  money  funds,  not 
counting  several  funds  whose  costs 
are  being  temporarily  absorbed  by 
their  sponsors. 

GMAC  doesn't  publish  an  expense 
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TTiey've  learned  that  our  weekly  Education  column  has  put  USA  TODAY 
at  the  head  of  the  class.  In  faa,  we  created  our  own  Academic  All-Stars  program 

that  recognizes  outstanding  students  from  high  school  through  college.  Even 
educators  themselves  have  given  us  high  marks  on  our  comprehensive  coverage. 
No  wonder  parents  keep  clipping  our  articles.  That's  called  continuing  education. 


PEOPLE  GET  INTO  IT  BECAUSE 
THEY  GET  SO  MUCH  OUT  OF  IT. 


Announcing  .  •  . 


Show  Business  is 
Big  Business 

For  the  past  few  years,  FORBES  has 
been  reporting  on  the  world's  40 
highest  paid  entertainers.  Because 
of  the  definitive  nature  of  this  issue, 
FORBES  has  declared  it  one  of  the 
ten  special  issues  for  1990. 

FORBES  understands  the  impor- 
tance of  the  entertainment  indus- 
try as  both  a  cultural  and  financial 
force  in  the  world  today,  precisely 
why  FORBES  has  chosen  to  take 
such  a  comprehensive,  analytical 
look  at  this  billion  dollar  business. 

As  has  become  the  FORBES 
trademark,  the  Top  40  stars  are 
ranked  and  their  earnings  are  re- 
vealed with  a  comparison  made 
to  the  previous  year.  Who  has  great- 
er earning  power.  The  Rolling 
Stones  or  Jack  Nicholson,  Frank 
Sinatra  or  Def  Leppard?  The  an- 
swers might  be  surprising.  FORBES 
then  uncovers  the  "inside  story," 
examining  each  star's  road  to  the 
top. 


The  Top  40- 
The  World's 
Highest  Paid 
Entertainers 

Your  Ad  Moves  To 
Center  Stage... 

The  Top  40  -  The  World's  Highest 
Paid  Entertainers. . . a  must-read  and 
must-save  for  FORBES'  affluent 
readership.  Your  ad  will  become 
an  integral  part  of  this  eagerly 
awaited  and  valued  issue.  A  con- 
versation piece  in  itself,  The  Top 
40  will  be  referred  to  year-round 
-  and  so  will  your  quality  adver- 
tising message. 

FORBES  covers  the  highest  paid 
entertainers  so  thoroughly  that  it 
receives  a  great  deal  of  media 
attention.  Soon  after  the  1989 
Richest  Entertainers  issue  came 
out,  WABC's  Eyewitness  News  tele- 
vision program  quoted  this  issue. 
Millions  of  viewers  discovered  vdio 
FORBES  had  revealed  as  the  top 


paid  entertainers.  It's  this  type  c 
media  hype  that  draws  attentioi 
to  FORBES  and  enhances  the  valu 
of  ads  in  the  issue. 

FORBES  Readers -Tops  In 
Their  Fields  Too 

FORBES  readers  are  top  manager 
entrepreneurs  and  hi^-level  bus 
ness  executives  and  they're  a 
tracted  to  information  that  affect 
today's  business  climate.  Con 
pared  to  the  readers  of  the  othe 
major  business  magazines,  FORBE 
readers  are  the  most  affluen 
(average  personal  income  of  ove 
$139,400).  They're  powerful  coi 
sumers  ready  to  buy  products  lik( 
yours. 

An  ad  in  "The  Top  40"  is  you 
way  to  reach  a  very  desirable 
audience  -  the  readers  of  FORBES 


Issue  date: 
Closing  date: 


October  1,  1990 
August  27,  1990 
(4-color  pages) 
September  4,  1990 
(B/W  &  2-color 
pages) 


Capital  Markets 


MONEY  &  INVESTMENTS 


The  growing  popularity  of  put  bonds  re- 
flects their  benefits  both  for  investors  and 
for  borrowers.  Here's  how  they  work. 

HAVING  IT 
BOTH  WAYS 


By  Ben  Weberman 


Put  bonds  issued  by  financial  and 
industrial  corporations  are  an  in- 
vestment means  of  having  your 
cake  and  eating  it,  too. 

Given  the  current  interest  rate 
outlook,  it's  a  smart  idea  to  be  con- 
sidering them  right  now.  Particular- 
ly if  you  buy  the  scenario  that  short- 
term  rates  will  continue  to  ease 
over  the  next  12  months.  If  that 
happens,  buying  put  bonds  will  lock 
you  in  at  a  nice  spread  over  the  long- 
term  Treasurys — typically  up  to  100 
basis  points.  More  important,  if  in- 
flation reheats  and  interest  rates 
rise,  you  won't  be  stuck  with  an 
unattractive,  below-market  yield. 

What's  a  put  bond?  With  most 
conventional  bonds,  the  issuer  re- 
tains the  right  to  redeem  or  call  the 
bond  long  before  maturity  if  inter- 
est rates  fall.  That  way,  the  compa- 
ny can  save  borrowing  costs  by  refi- 
nancing at  the  lower  rates.  But 
there's  no  out  for  the  investor  who's 
holding  a  conventional  bond  if  in- 
terest rates  rise:  He's  stuck  with  the 
lower  yield  until  maturity.  So  it's 
heads  the  issuer  wins,  tails  the  in- 
vestor loses. 

Put  bonds  offer  a  hedge  against 
that.  They  give  the  investor  the  op- 
tion  of   returning   or  putting   the 

Ben  Weberman  is  a  contributing  editor  of 
Forbes  magazine. 


bonds  back  to  the  company  at  speci- 
fied intervals  prior  to  maturity.  If 
interest  rates  rise,  the  proceeds  can 
then  be  reinvested  at  the  prevailing 
higher  yields. 

These  bonds  typically  yield 
slightly  less  than  conventional  is- 
sues. But  the  difference  is  tiny— 
usually  no  more  than  25  basis 
points.  So  for  the  investor  it's  worth 
the  lower  return  to  be  able  to  bail 
out  without  loss  if  market  condi- 
tions change. 

The  put  issuer  benefits,  too,  since 
borrowing  costs  are  lower  than  with 
a  conventional  bond,  at  least  to  be- 
gin with.  And  nothing  warms  the 
heart  of  a  chief  financial  officer 
more  than  getting  good  marks  from 
management  for  keeping  interest 
costs  down. 

Here's  the  way  a  typical  put  bond 
is  structured,  according  to  traders  in 
the  put  bond  department  of  First 
Boston  Corp.: 

Last  year  General  Motors  Accep- 
tance Corp.  raised  almost  a  quarter 
of  its  $4  billion  in  total  financing  for 
that  year  in  puttable  bonds.  In  this 
case  the  company  was  willing  to 
offer  the  put  to  save  some  interest 
costs.  Under  current  market  condi- 
tions, an  offering  of  ten-year,  non- 
callable  AA-rated  gmac  paper 
would  yield  9Ve.%.  That's  some  85 
basis  points  more  than  the  market 
rate  for  ten-year  Treasury  bonds. 

But,  instead  of  doing  the  straight 
ten-year,  noncallable,  nonputtable 
debenture,  gmac  provided  inves- 
tors with  the  option  of  putting  its 
newly  issued  SVss  with  final  matu- 
rity in  1999  back  to  the  company  at 
par  in  1994.  By  doing  so,  gmac  was 
able  to  sell  bonds  for  just  30  basis 
points  over  the  ten-year  Treasurys 
instead  of  85  basis  points,  thereby 


saving  more  than  a  half  percent  a 
year  for  at  least  five  years — and 
possibly  for  ten  years  if  interest 
rates  don't  rise  and  the  put  option 
isn't  exercised  in  1994. 

For  the  investor,  the  8.79%  yield 
to  final  maturity  is  about  30  basis 
points  more  than  the  ten-year  Trea- 
surys. But  the  9.10%  yield  to  the 
first  put  is,  by  as  much  as  60  basis 
points,  more  than  the  four-year 
Treasury  bonds.  The  real  benefit:  If 
interest  rates  rise  sharply  over  the 
next  half-decade,  it  won't  be  neces- 
sary to  wait  until  redemption  of  the 
issue  at  maturity  in  the  year  1999  to 
reinvest  in  higher-yielding  paper. 

The  standard  formula  for  put 
bonds  is  for  maturity  in  10  years  but 
puttable  in  5.  But  there's  a  wide 
variety  of  offerings  available,  ac- 
cording to  First  Boston.  Some  com- 
panies permit  their  securities  to  be 
put  after  3  years,  some  permit  3,  4 
and  5.  There  are  20-year  bonds  put- 
table at  10  years  and  even  30-year 
bonds  puttable  at  10  years.  Some 
issues  arc  due  in  12,  13,  14  or  15 
years  and  carry  3-,  4-,  5-year  puts. 

Multi-put  issues  are  on  the  mar- 
ket, too.  One  GMAC  issue,  for  exam- 
ple, has  a  20-year  maturity  with  op- 
tions to  put  the  bond  back  in  5,  10  or 
15  years.  This  AA-rated,  878%  bond 
has  a  yield  to  final  maturity  of 
8.79%.  The  yield  to  the  first  put 
date  is  8.67%. 

Among  other  recent  issues:  AA- 
rated  Associates  Corp.  did  a  $250 
million,  9Vh%,  ten-year  debenture 
puttable  in  four  years.  The  issue 
sold  50  basis  points  over  the  four- 
year  Treasury.  It  currently  trades  at 
$101.50  and  yields  8.65%  to  the 
first  put. 

If  you  want  even  more  spread  over 
the  Treasury,  consider  an  issue  like 
the  BBB-rated  9%  Hertz  Corp. 
notes.  The  19-year  security  is  putta- 
ble in  10  years.  Those  terms  give  the 
offering  a  spread  of  1 10  basis  points 
over  the  Treasury.  It  currently 
trades  at  $97  to  yield  9.50%. 

I'd  avoid  an  issue  like  the  recent 
AAA-quality  8.7%  General  Electric 
Capital  Corp.  due  in  13  years  and 
puttable  in  4  years.  The  offering  was 
priced  at  a  slight  discount  to  yield 
8.74%  to  the  first  put.  That's  barely 
20  basis  points  over  the  4-year  Trea- 
sury. With  so  little  difference,  peace 
of  mind  should  always  dictate  a 
Treasury  over  a  corporate — even 
with  a  put  option.  Don't  forget  that 
interest  on  Treasurys  is  not  subject 
to  state  income  taxes,  further  nar- 
rowing the  difference.  ■ 
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Portfolio  Strategy 


MONEY  &  INVESTMENTS 


By  Kenneth  L.  Fisber 


Even  at  Dow  3000  you  can  find  good 
growth  stocks  without  paying  through  the 
nose.  Where?  Look  between  the  cracks. 


GROWTH  OR  VALUE? 


extremely  high  growth  goals  you 
take  on  the  double  risk  that  both 
the  growth  does  not  occur  and  the 
company  actually  gets  into  serious 
difficulty  trying  to  stretch  beyond 
its  capabilities. 

For  example,  if  a  firm  tries  to 
grow  at  35%  a  year,  with  normal 
15%  attrition,  after  a  year  half  the 
employees  are  new  and  don't  really 
know  the  lay  of  the  land.  After  five 
years,  90%  of  the  workers  are  new. 
With  so  many  new  employees  the 
odds  are  much  higher  that  some  are 
deadwood,  or  worse.  Problems  in 
business  tend  to  pop  out  all  at  once, 
and  fast-growing  firms  that  are 
more  oriented  toward  hiring  em- 
ployees than  keeping  an  eye  on 
them  often  don't  spot  problem  em- 
ployees until  after  a  crisis  arises.  It 
takes  a  phenomenal  management  to 
keep  things  on  track  when  growth  is 
extremely  high  and  so  many  em- 
ployees are  new. 

However,  if  you  pick  real  growers 
and  don't  overpay,  you  can  hardly 
lose.  Even  if  the  p/e  never  rises 
above  10,  a  20%  growth  rate  virtual- 
ly ensures  the  stock  will  double 
within  four  years.  If  the  p/e  does  rise 
to  150%  of  growth,  you'd  have  a 
stock  that  would  septuple.  This  for- 
mula works  because  it  ties  the  p/e 
to  growth  rates  and  never  lets  you 
pay  extremely  high  p/es.  If  any- 
thing, the  formula  is  too  cheap. 
There  are  dam  few  firms  that  grow 
30%  annually,  and  even  for  those 
few,  the  formula  lets  you  pay  a  p/e 
of  only  15.  That  hardly  seems  like 
overpaying  with  the  Dow  at  3000 
and  with  the  whole  market  selling 
at  a  I5-times-eamings  level. 

But  that's  the  beauty  of  the  for- 
mula: It  prevents  you  from  overpay- 
ing for  growth.  The  formula  also 


Too  many  folks  posture  themselves 
as  either  growth  or  value  buyers — as 
if  the  two  were  separable.  They 
aren't.  History  clearly  demonstrates 
that  stocks  with  good  growth  poten- 
tial are  worth  paying  up  a  bit  for. 
The  problem  comes  when  you  pay 
too  much  for  a  given  level  of  growth 
or  assume  future  growth  that  never 
materializes. 

Valuing  growth  is  easier  than 
forecasting  it.  There  is  an  old 
growth-stock  investors'  saw  that 
runs,  "Buy  'em  at  half  their  growth 
rate  and  sell  'em  at  1.5  times  their 
growth  rate."  It's  an  amazing  value 
formula.  It  means:  If  you  expect  a 
firm  to  grow  at  20%  annually,  you 
get  a  good  value  if  you  buy  at  a  p/e  of 
10  (half  of  20).  Then  you  hold  until 
the  stock  gets  fashionable  and  sells 
at  a  p/e  of  30  (1.5  times  20).  Adding 
growth  in  earnings  to  the  p/e  expan- 
sion can  allow  for  a  very  big  gain. 

Watch  out,  though,  for  excessive- 
ly high  growth  rates.  They  are  al- 
most always  unsustainable.  I  never 
invest  in  firms  that  try  to  grow  at 
more  than  30%  per  year.  I  prefer  a 
20%  growth  plan,  or  even  a  15%  or 
10%  growth  plan,  properly  priced  to 
a  30%  growth  plan — because  with 

Kenneth  L.  Fisher  is  a  Woudside,  Calif-based 
money  manager.  He  has  uritlen  two  books: 
The  Wall  Street  Waltz  and  Super  Stocks. 


protects  its  rigorous  user  in  times 
like  1972  and  1983,  when  the  world 
goes  growth-crazy.  It  forces  you  out. 
With  it  you  would  never  have  held 
on  to  those  40-times-eamings  gee- 
whizzers,  whether  they  were  1972's 
quality  big-cap  variety  or  I983's  ex- 
plosive high-tech  marvels. 

Fine,  but  can  you  find  suitable 
stocks  in  a  market  that  sells  at  3000 
on  the  Dow?  Yes.  First,  note  that 
smaller  capitalization  stocks  are 
still  nicely  below  their  peaks  of  last 
fall.  Second,  you  need  to  find  a  way 
to  look  between  the  cracks  via  some 
additional  tools.  Partly  because  ev- 
eryone else  is  looking  at  the  world 
through  the  eyes  of  p/es,  when  I'm 
looking  for  growth  bargains  I  like  to 
use  my  old  friend  the  price/sales 
ratio.  For  example,  if  you  expect  a 
firm  to  grow  at  10%  per  year,  you 
double  that  number  and  want  td 
buy  it  at  20%  of  its  annual  reve- 
nues. A  20%  grower  you  would  buy 
at  40%  of  annual  sales,  and  a  30% 
grower  at  60%  of  revenue. 

This  helps  identify  companies 
that  due  to  one-time  events  aren't 
making  any  profit  at  all  right  now, 
and  seem  to  have  no  p/e.  Or  they 
may  be  just  barely  breaking  even 
and  have  a  p/e  of  100,  or  1,000. 
Sometimes  they  even  have  great 
cash  flow  but  because  of  furmy- 
money  modem  accounting  don't  ap- 
pear to  have  earnings.  This  apparent 
lack  of  earnings  happens  from  time 
to  time  in  most  young  growth  com- 
panies, sometimes  after  they've  pre- 
viously tried  to  grow  too  fast  and 
suffered  from  internal  hiccups. 

Here,  then,  are  three  stocks,  ap- 
propriately priced  but  hard  to  spot 
as  reasonably  priced  growth  stocks 
because  the  p/es  are  deceptive:  sci 
Systems  (11,  o-t-c)  should  grow  at 
about  10%  per  year,  as  its  low-cost 
production  technology  lets  it  pick 
up  the  spillover  circuit  board  stuff- 
ing of  major  electronics  firms — and 
despite  its  p/e  of  50,  it  is  priced  at 
20%  of  revenue  with  a  13%  cash 
flow  yield. 

Western  Digital  (14)  also  has  low- 
cost  production  and  a  tough,  lean 
management,  which  insures  it  a 
place  in  the  faster-growing  memory 
market — maybe  20%  growth, 
priced  at  37%  of  sales,  with  a  cash 
flow  yield  of  1 7% .  Finally,  Interface 
(19,  o-t-c)  dominates  the  fast-grow- 
ing carpet  tile  business  and  via 
strong  demand  and  good  marketing 
should  sustain  its  historic  30%  rev- 
enue growth.  It  sells  at  52%  of  reve- 
nue, with  a  14%  cash  flow  yield.  ■ 
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Wall  Street  Irregular 


MONEY  &  INVESTMENTS 


By  Mark  Hnlbert 


Nobody  much  cares  about  low-risk  in- 
vesting— until  we  get  another  October 
Massacre.  Here's  a  reminder  that  you  can 
get  good  results  without  taking  big  risks. 

APPEL'S  APPEAL 


though  effective,  are  not  generally 
understood.  Thus  over  the  last  7 'A 
years  Appel  made  about  two-thirds 
as  much  as  the  s&p  500  (158%  vs. 
240%).  But  his  portfolio  was  only 
half  as  risky  as  the  market  as  a 
whole.  Many  investors  and  journal- 
ists simply  grouped  his  newsletter 
along  with  all  the  others  that  didn't 
beat  the  market.  They  didn't  realize 
that  if  you  can  make  two-thirds  as 
much  as  the  market  with  only  half 
the  risk,  you  have  performed  very 
well  indeed. 

Don't  make  the  same  mistake 
yourself.  Taking  risk  into  account  is 
always  important,  but  especially 
now:  It  is  most  unlikely  that  the 
next  decade  will  be  as  bullish  as  the 
last.  A  severe  bear  market  will  come 
sooner  or  later.  And  when  it  does, 
the  higher-risk  investors — often  the 
biggest  gainers  in  bull  markets — 
will  be  among  the  biggest  losers. 

Risk  tends  to  be  ignored  in  bull 
markets,  however.  As  the  market 
keeps  going  up,  investors  grow  im- 
patient with  lower-risk  strategies, 
viewing  them  as  old-fashioned  ap- 
proaches that  do  little  other  than 
reduce  profit.  Only  near  the  end  of  a 
bear  market,  when  it's  too  late,  do 
investors  begin  to  focus  on  risk. 
During  the  1980s,  for  example,  the 
most  intense  investor  focus  on  low- 
risk  investing  came  immediately  af- 
ter the  1987  crash. 

But  Appel's  low-risk  approach 
isn't  the  only  reason  little  has  been 
written  about  him:  Another  is  that 
he  uses  an  intimidating  amount  of 
statistics  in  his  approach  to  techni- 
cal analysis.  Many  who  otherwise 
might  write  about  his  methods  are 
scared  away,  since  all  they  can  fig- 
ure out  to  say  about  them  is  that 
'  they  seem  to  work. 


Two  bloody  October  massacres 
have  punctuated  the  eight-year  bull 
market,  reminding  us  that  mini- 
mizing losses  in  down  markets  is  as 
important  as  maximizing  profits  in 
up  markets.  So  we  should  pay  atten- 
tion to  how  much  risk  an  invest- 
ment adviser  takes  as  well  as  to  how 
well  he  does  when  the  market  is 
rising.  Systems  &  Forecasts,  edited  by 
Gerald  Appel,  is  in  first  place  for 
risk-adjusted  performance  since 
1983  among  all  newsletters  I  follow. 
First  on  a  risk-adjusted  basis?  This 
simply  mearis  that  every  other 
newsletter  which  made  more  than 
Appel's  did  so  with  an  even  greater 
amount  of  volatility  (the  academics' 
proxy  for  risk). 

This  fellow  who  has  done  well 
without  taking  big  risks  is  a  former 
psychoanalyst.  He's  not  big  on  self- 
promotion,  as  many  of  his  competi- 
tors are.  When  he  uncharacteristi- 
cally took  space  in  his  newsletter 
earlier  this  year  to  mention  his  high 
Hulbert  Financial  Digest  ranking,  for 
example,  he  apologized  and  wrote 
that  he  would  revert  to  being  a 
"nice  nerd." 

Low-risk  approaches  like  Appel's, 

Mark  Hulbert  is  editor  of  the  Alexandria, 
Va.-based  Hulbert  Financial  Digest.  His 
newest  book  is  The  Hulbert  Guide  to  Finan- 
cial Newsletters  (Probus  Publishing). 


The  inputs  to  Appel's  stock-tim- 
ing model,  for  example,  are  the  nyse 
Composite  and  the  Value  Line 
Arithmetic  indexes,  and  the  num- 
ber of  advances,  declines,  daily  new 
highs  and  new  lows  on  the  nyse.  But 
he  offers  no  explanation  of  why 
these  inputs  are  more  important 
than  others,  or  why  they  should  be 
given  the  particular  weighting  that 
his  model  gives  them — except  that 
years  of  research  have  concluded 
that  his  combination  works  better 
than  any  other  he's  found. 

This  may  be  all  that  has  to  be 
said,  but  there  are  some  who  want 
more.  For  example,  Harry  Browne, 
editor  of  Harry  Broune's  Special  Re- 
ports, believes  that  "A  (technical 
trading]  rule  that  can't  be  explained 
in  terms  of  the  way  people  act 
shouldn't  be  allowed  much  of  a 
claim  on  your  thinking."  Other- 
wise, we  can't  be  sure  it  isn't  so 
much  mumbo-jumbo. 

Appel  might  be  able  to  make 
sense  of  his  theories  in  terms  of 
human  behavior.  As  a  psychoana- 
lyst, he  should  be  in  a  good  position 
to  provide  it.  So  far,  however,  his 
newsletters  haven't  included  any 
such  explanation. 

Fellow  Forbes  columnist  Mi- 
chael Gianturco  has  another  view  of 
technical  analysis.  He  reasons  that 
it  works  because,  at  least  in  part,  it 
helps  to  predict  the  behavior  of  oth- 
er technicians.  It  follows  from  this 
that  it's  dangerous  to  become  too 
sophisticated.  By  so  doing,  Gian- 
turco says,  "You  will  lose  touch 
with  the  rhob  of  ordinary  traders 
and  lose  your  sense  of  which  way 
that  mob  (and  the  market]  is 
moving."  From  this  perspective,  the 
success  of  Appel's  technical  ap- 
proach once  again  is  a  mystery:  His 
theories  are  substantially  more  so- 
phisticated than  average. 

In  spite  of  these  notes  of  caution, 
Appel  continues  to  perform  well. 
And  if  he  continues  to  do  so,  he'll 
have  an  increasingly  good  rebuttal 
to  the  skeptics.  What's  he  saying 
now?  Though  his  short-  to  interme- 
diate-term timing  model  is  still 
bullish,  as  it  has  been  since  late 
April,  Appel  worries  that  we  could 
be  in  the  early  stages  of  a  major  bear 
market  and  that  the  current  rally 
very  well  may  be  a  prelude  to  anoth- 
er "October  massacre"  or  some- 
thing similar  this  autumn. 

Why?  Hard  to  say  on  the  basis  of 
Appel's  writing,  but  it  is  still  sober- 
ing news  coming  from  an  adviser 
with  as  good  a  record  as  Appel's.  ■ 
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MONEY  &  INVESTMENTS 


By  Frederick  E.  Rone  Jr. 


Warren  Buffett  bos  wonderful  advice  for 
investors,  but  it  may  not  he  germane  in 
today's  stock  market. 

ROWE  AS  BUFFETT? 


disappear. 

I  feel  a  little  like  Allan  Felix/ 
Woody  Allen  felt  about  women 
with  the  stocks  I  have  owned  on  the 
long  side  the  past  few  years.  I  imag- 
ine that  I  hear  Buffett's  voice. 

"Stocks  are  simple.  All  you  do  is 
buy  shares  in  a  great  business  for 
less  than  the  business  is  intrinsical- 
ly worth,  with  management  of  the 
highest  integrity  and  ability.  Then 
you  own  those  shares  forever." 

Thank  you,  Bogart-Buffett.  Actu- 
ally, your  investment  philosophy 
worked  beautifully  for  me  during 
the  1970s.  During  the  1980s  it 
stopped  working.  My  long  stocks  no 
longer  did  particularly  well. 

Not  that  Warren  Buffett's  advice 
lost  its  validity,  but  times  had 
changed.  The  growing  institutional- 
ization of  the  stock  market  and  the 
proliferation  of  money  available  for 
leveraged  buyouts  altered,  I  believe, 
the  sense  of  financial  rectitude  and 
obligation  among  the  managements 
of  most  publicly  traded  companies. 
"The  highest  integrity"  took  a  back 
seat  to  the  slightly  idiotic  demands 
of  institutional  investors  or  to  the 
opportunity  to  get  filthy  rich 
through  a  management-led  lever- 
aged buyout  of  shareholders.  In  ei- 
ther case,  managements  saw  less 
reason  to  be  straightforward  with 
poor  old  F.E.  Rowe.  It  thus  became 
harder  to  identify  true  value,  to 
identify  stocks  worth  holding  for 
the  long  term. 

Institutions  like  earnings  mo- 
mentum and  relative  strength.  The 
accounting  profession  allows  for 
enormous  creativity  in  the  way  in 
which  earnings  per  share  is  calcu- 
lated. Managements  who  like  high 
share  prices  tip  Wall  Street  on  what 
they  are  going  to  report  and  even 


Allan  Felix,  the  hero  of  Woody  Al- 
len's hilarious  movie  Play  It  Again. 
Sam,  feels  inadequate  with  women, 
and  with  good  reason.  His  wife  has 
just  left  him  because  she  finds  him 
both  unattractive  and  boring. 

In  the  movie,  Allan  Felix  (played 
by  Woody  Allen)  is  constantly  visit- 
ed by  an  apparition  of  that  legendary 
ladies'  man,  Humphrey  Bogart.  The 
apparition  shares  his  insights  with 
the  bumbling  Allan  Felix.  Example: 
"Dames  are  simple.  I  never  met  one 
that  didn't  understand  a  slap  in  the 
mouth  or  a  slug  from  a  .45." 

Lf  ever  there  was  a  man  who 
knows  how  to  buy  stocks,  it  is  War- 
ren Buffett,  the  legendary  chairman 
of  Berkshire  Hathaway.  Buffett  has 
been  a  role  model  for  most  people 
who  take  the  stock  market  serious- 
ly. He  has  had  a  spectacular  record 
as  a  stock  picker.  Equally  impor- 
tant, he  has  been  able  to  communi- 
cate his  theories  on  investments  in 
his  annual  reports  and  in  numerous 
interviews. 

Allan  Felix'  attempts  to  play  Bo- 
gart are  dismal  failures.  Finally,  Fe- 
lix comes  to  grips  with  his  own 
klutzy  persona  and  starts  acting  like 
himself,  and  his  women  problems 

Frederick  E  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greenbrier  Partners,  a 
hedge  fund. 


when  they  are  going  to  charge  off|| 
earnings,  which  they  have  trumped 
up  in  the  first  place.  Companies 
that  have  earnings  momentum  soon 
enough  have  stock  market  momen- 
tum. Rather  than  buy  these  stocks 
and  attempt  to  get  out  in  time,  I 
have  found  it  more  profitable  to  be 
patient,  look  for  accounting  non- 
sense, and  then  short  those  stocks. 

The  managements  of  companies 
with  seriously  undervalued  shares 
generally  found  it  more  profitable  to 
talk  candidly  with  lbo  artists  like 
Henry  Kravis  than  with  their  own 
shareholders  or  with  someone  like 
me.  One  Wall  Street  observer  refers 
accurately  to  management-led 
buyouts  as  the  ultimate  in  insider 
trading.  Since  I  was  not  part  of  the 
buyout  game,  I  had  little  to  do  but 
complain,  watch  and  wait.  The 
overleveraged  buyouts  of  the  1980s 
have  proved  to  be  a  fertile  ground 
indeed  for  short-selling. 

Back  to  my  problems  on  the  long 
side,  back  to  the  reasons  acting  like 
Warren  Buffett  no  longer  worked  for 
me.  By  process  of  elimination  I  grav- 
itated to  managements  that  were 
honest  but  stupid.  The  Wall  Street 
game  of  spoon-feeding  analysts  and 
smoothing  or  actually  creating 
earnings  per  share  was  beyond 
them,  as  was  any  thought  of  doing 
an  LBO.  In  fact,  as  it  turns  out, 
thinking  in  general  was  beyond  the 
scope  of  many  of  the  managements  I 
bought.  Consequently,  they  often 
didn't  do  a  very  good  job  of  running 
their  businesses.  All  of.  which 
prompts  that  age-old  question: 
"Would  you  rather  get  in  financial 
bed  with  a  smart,  slightly  crooked 
operator,  or  an  honest  dolt?"  I  am 
still  wrestling  with  that  one. 

The  current  economic  expansion 
and  bull  market  began  in  1982. 
Stocks  are  by  no  means  cheap. 
Time,  I  suspect,  is  on  the  side  of  the 
bears,  so  I  won't  worry  too  much 
about  my  long-side  lack  of  success.  I 
would  continue  to  be  careful  of  the 
banks.  Names  like  Ramett  Banks 
(30),  Chemical  Banking  Corp.  (25), 
Fleet/Norstar  Financial  (19)  and  Citi- 
cotp  (22)  come  to  mind.  Employers 
and  health  care  insurance  compa- 
nies have  specifically  targeted  psy- 
chiatric health  care  costs  for  reduc- 
tion. I  expect  that  Community  Ps}'cbi- 
atric  (29)  will  ultimately  be  hurt  by 
this  trend  and  that  its  long  string  of 
quarterly  earnings  increases  will 
come  to  an  end.  From  here  on  I'll 
stop  pretending  I'm  Warren  Buffett 
and  act  on  my  own  instincts.  ■ 
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Americans  have  a  Calvinist,  almost  mas- 
ochistic urge  to  bewail  the  state  of  their 
economy.  Whafs  to  wail  about? 

MASOCHISTIC 
STATISTICS 


Every  conceivable  economic  prob- 
lem has  been  blamed  on  the  U.S. 
budget  deficit.  The  deficit  was  sup- 
posed to  abort  the  recovery  in  1983 
by  absorbing  savings  and  crowding 
out  investment.  When  the  economy 
instead  boomed  through  1984,  this 
was  supposedly  because  deficits 
overstimulated  the  economy.  When 
the  dollar  was  strong,  that  was  be- 
cause deficits  supposedly  raised  real 
interest  rates.  When  the  dollar  was 
weak,  that  was  because  deficits 
were  said  to  be  inflationary. 

Remember  the  Japanese  horror 
story?  Japanese  investors  would 
pull  out  of  U.S.  markets  and  the 
dollar  would  collapse  unless  the 
U.S.  balanced  its  twin  deficits.  It 
was  a  good  story,  but  the  wrong 
country.  Japanese  investors  bailed 
out  of  the  Japanese  stock  and  bond 
markets  instead,  sinking  the  yen, 
not  the  dollar. 

Then  there  were  the  endless  lec- 
tures from  British  journalists  about 
how  a  tax  increase  in  the  U.S.  would 
balance  the  budget,  and  how  that 
would  lower  both  the  current- 
account  deficit  and  U.S.  interest 
rates.  Yet  the  recommended 
Keynesian  "policy  mix"  of  a  budget 

Alan  Reynolds  is  the  director  of  economic 
research  for  the  Hudson  Institute  of 
Indianapolis,  Ind. 


surplus  and  rapid  money  growth 
had  none  of  the  effects  in  the  U.K. 
itself  that  are  still  promised  for  the 
U.S.  Instead,  the  U.K.  ended  up 
with  a  current-account  deficit  that 
was  larger  than  that  of  the  U.S.,  plus 
the  sky-high  inflation  and  inter- 
est rates. 

Today  critics  have  switched  to 
more  nebulous  claims  about  how  a 
low  U.S.  savmgs  rate  impairs  U.S. 
competitiveness.  U.S.  businessmen 
and  investors  are  said  to  be  uniquely 
myopic,  lacking  the  magnificent 
long-term  vision  of,  say,  congress- 
men. American  consumers  are  told 
that  they  must  save  a  larger  share  of 
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their  current  incomes.  They  should 
buy  fewer  cars,  so  manufacturers 
can  build  more  auto  factories. 

All  of  the  above  is  hopelessly  stat- 
ic, zero-sum  accounting. 

If  economic  growth  were  really 
just  a  matter  of  earning  much  more 
money  than  is  consumed,  then  the 
Soviet  Union — whose  citizens  have 
"saved"  something  like  300  billion 
unspendable  rubles — would  be  do- 
ing very  well  indeed.  But  failure  to 
consume  is  not,  in  itself,  equivalent 
to  making  efficient  investments  in 
either  physical  or  human  capital. 

The  breast-beaters  insist  that  our 
excess  of  imports  over  exports  is 
terrible.  We  should,  they  say,  be  ex- 
porting more  and  importing  less. 
.German    economist    Hans-Werner 


Sinn  sees  the  fallacy  in  this  think- 
ing. He  says:  "Countries  take  pride 
in  being  world  export  champions 
without  realizing  that  they  could 
equally  well  regard  themselves  as 
capital  flight  champions."  That  is, 
German  and  Japanese  investors 
chose  to  invest  more  of  their  sav- 
ings in  the  U.S.  because  the  oppor- 
tunities were  brighter,  not  just  be- 
cause they  have  dollars  left  over 
from  selling  us  cars  and  machinery. 

The  U.S.  thus  became  more  com- 
petitive in  world  markets  for  capital 
because  the  U.S.  economy  became 
more  competitive  in  world  markets 
for  services  and,  yes,  for  manufac- 
tured goods.  Economist  Maurice 
Ernst  presented  the  following  com- 
parisons at  a  recent  Hudson  Insti- 
tute conference: 

While  Japanese  manufacturing 
grew  more  than  three  times  as  fast 
as  U.S.  manufacturing  in  the  1960s, 
and  well  over  twice  as  fast  in  the 
1970s,  the  U.S.  has  since  caught  up: 
Growth  of  U.S.  manufacturing  out- 
put has  been  remarkably  close  to 
that  of  Japan  in  the  1980s. 

We  Americans  appear  to  have  a 
Calvinist,  almost  masochistic  urge 
to  be  lectured  about  the  profligacy 
of  our  consumers,  the  indolence  of 
our  workers  and  the  wrongheaded- 
ness  of  our  economic  policies.  The 
prolonged  U.S.  economic  expansion 
of  the  1980s  has  surely  been  one  of 
the  most  dramatic  yet  least  appreci- 
ated periods  of  prosperity  in  world 
history.  Look  at  the  numbers:  Non- 
farm  employment  is  already  up 
22%  since  1'980,  productivity  is  up 
18%  and  real  gnp  is  up  32%. 

Much  is  made  in  the  media  lately 
about  how  Japan  is  investing  more 
money  in  plant  and  equipment  at 
home  than  the  U.S.  does — another 
alleged  sign  of  U.S.  degeneracy. 
This  is  just  another  maso-statistic. 
In  a  country  where  a  square  meter  of 
land  can  cost  what  an  acre  costs 
here  and  other  expenses  are  accord- 
ingly high,  those  Japanese  capital 
dollars  don't  go  very  far. 

It's  about  time  Americans 
stopped  apologizing  for  the  magnifi- 
cent revitalization  of  the  econo- 
my— which  helped  force  the  com- 
munists to  throw  in  the  towel.  We 
needn't  tremble  at  carping  lectures 
from  Europeans  and  Japanese  whose 
living  standards  remain  one-third 
below  ours.  Given  continued  pro- 
growth  tax  policies,  we  may  soon 
achieve  the  longest  and  strongest 
U.S.  economic  expansion  of  all 
time.    ■ 


ORBES,  AUGUST  6,  1990 


129 


FORBES  MARKET/ 


CORPORATE  ITEMS 


FRANCHISES 


EDUCATIONAL  SERVICE 


Save 

50% 

FREE  CERTIFICATES!! 

AWARD  PLAQUES  WHOLESALE  | 

i          tEompono    Jni           J 
1           UmlfluB  «t  Aaart           i 

Perfect  award  to  show  appreciation  and| 
recognition  for  donors,  employees,          | 
salesmen,  members  and  at  meetings,      1 
conventions.                                                 ' 

SEND  FOR  FREE  COLOR                                           ! 
BROCHURE  or  CALL  TOLL  FREE                             ' 
1-800-633-5953  FAX  NUMBER  205-349-3765     ' 
Award  Company  of  America                      ' 
Dept.  FRB  /  P.O.  Box  2029                      ! 

1 

ruscaltx>sa,  Alabama  35403 

BUSINESS  OPPORTUNITIES 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General.  Aircraft. 
Boat  &  Shelf  Corporations. 
Vi  i(  IKUrc     Ca'^Write  for  FREE  KIT: 

VK"/N/a  P.O.  Box  4e4-FB 

\     7  Wilmington.  DE  19899 

L-S    hhl  800-321-CORP- 302-652-6532 


REPOSSESSED  VA  &  HUD  HOMES 

available  from  government  Ifom  $1  wilhoul  credit 
check  You  repair  Also  drug  seizures  and  tax 
delinquent  foreclosures  CALL  (805)  682-7555 
EXT  H-t030  lor  repo  list  your  area 


SEIZED  CARS — Porsche,  Ferrari,  Vetle 
etc  Trucks  boats,  4-v»heelers,  TVs  stereos 
lurniture  by  Drug  Enforcement  Agency,  FBI,  IRS 
Unbelievable  bargains  on  late  models  Available 
your  area  nov»  Call  (805)  682-7555  EXT  C-1031 


OFI  I  VnilD  Brolters/Owners-list 
OCLL  TUUn  in  Japanese  MLS- 
DDADCDTV  'VP^  service  Reach 
rnUr  Cni  T  tOOO's  of  Brokers/In- 
vestors/Corporations 
in  Japan  Free  trans- 
lation/typesetting Also  display  ads.  brokerage/ 
agency  services,  consulting,  marketing,  trade- 
shows.  NO  COMMISSION 

Hon  K  Bunker  1-800-USA-2111 


IN  JAPAN 


HOSTAGE! 

ARE  YOU  BEING  HELD  HOSTAGE  BY 
RUSH  HOUR  TRAFFIC  BOREDOM'' 
NO  FREEDOM''  CAN  YOU  VISUALIZE 
YOURSELF  EARNING  MORE  MONEY 
THAN  YOU  CAN  SPEND,  MORE  TIME, 
FREEDOM  AND  NO  BOSS''  DO 
YOU  HAVE  WHAT  IT  TAKES'?  CALL 
(714)648-2255. 24  Hr  Recorded  Message 


$    OVER  ONE  BILLION    $ 

WORTH  OF  BUSINESSES.  FARMS  &  RANCHES 
FOR  SALE  BY  OWNERS 

MANY  OFFERING  OWNER  FINANCmC 
To  List  or  Buy  Call  Toll  Free  1-800-999-SALE 
,n^     NO  BROKERAGE  FEES 

^^  GREAT  WESTERN 

BUSINESS  SERVICES.  INC. 


BUSINESS  SERVICES 


The  easiest  tMay  to 

PLACE  YOUR  ADS 

in  any  maior  newspaper  trade 

publication  or  magazine 

CALL  1-800-522-4-AOS 

(1-800-522-4237) 

CLASSIFIED 
AD  BUREAU 

24  houi  tai   212-764-2934 


noV 


^. 


We  accept   L?  I  mS^    — " 

cut  out  and  retain  tor  future  use 


tJniMSUiJEi. 

PROFESSIONAL  JgLE-UARKETmi  SERVICES 


We  know  tlie  secret  to  your  success! 
Call  or  write  today  lor  a  tree  brochure! 


2320N.  WOODLAWNAVE  UETAIRIE LA  70001 
1-i800)-256-2413  ■  FAX:  1-(S04)-B87-9398 


LD 
R 


6U 
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BUSllSS: 


Increase  sales  with  expertly 

prepared  brochures,  ads, 

catalogs,  mailings,  logos. 

etc.  Word-Wise  Advertising, 

founded  1973,  offers  a  com- 

\  plete  creative  and  marketing 

*  service  for  the  small 

and  mid-size  busi- 

ness:(212l247-OI24. 


CAUGHT! 

Employee  theft,  drug  use  with 

concealed  video 

by  Sperry-Vision  Corp. 

Call  for  FREE  VHS  tape 

and  information. 
Mr.  Kelly  1-800-ROBBERY 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren  212-620-2440 


Franchise 

yourbusinessi 

For  the  expert  help  you  need  to 
become'a  tranchisor,  call 
the  franchise  speclallats. 

N«w  York         Chicago       Los  Angeles 

i3ia)«a33«oo    (7oa)4aia900     (sisisu-oeoo 

1.800-877-1103 


BUSINESS  SERVICES 


PAY  NO  STATE  INCOME  TAX 
PAY  NO  STATE  INHERITANCE  TAX 

Have  a  Nevada  Residency  Address  tor  only 

$35  per  year  Mail  forwarded  to  anywhere 

in  the  world!  DO  IT  NOW       Resident  Agent 

available  for  new  Nevada  corporations, 

CommServ 

P  0  Box  2259.  Minden,  NV  89423 

(No  Charge  1-800-7S5-4033) 

(Reg.  Bus.  1-702-782-2014) 

(Fax  only  1-702-782-4033) 


It  keeps 


lilTilS 


memories 
alive. 


COLLEGE  DEGREI 

BACHELORS  •  MASTERS  •  DOCTORJ 

ror  Wor^  Lite  ind  Aud[ 
tjipnnrict  No  CUssrw 
Attendance  Required| 
Call  (213)  471- 
CXjtakta  Callto 
1  •  800-423-321 
or  send  detailed  resif 
lor  Free  Evaluatiol 
Paciric  Western  (Jniversityi 

?  Walerlront  PI  ,  500  Ala  Moana  Blvfl  ,  Oepi  185  \ 
Honolulu,  HI  %8I3 


FREE  COLLEGE  TA 


•  EXTERNAL  DEGREE! 

Business  &  Public  Admimsutlion 

Cnmioai  Justice  Mgi .  Theology.  LAW 
Financial  aid  available 

TOLL  FREE  24  hre.  (600)  759-0( 

LA  SALLE  UNIVEBSITY 

^  Mandeville,  LA  /04/Q  4000 


n*) 


RIUY  APPROVED  IJNIVERSIT 
DF.CiREES!  I'cononiital  home 
tor  B.K  hclor'.s,  Ma.stcr'.s,  Ph. I),, 
approved  by  California  State  Ot 
of  r.ilucation.  Prestigious  faculty 
coun.sel.s  for  independent  .study 
life  e.xperience  tredit.s  (SOOO 
enrolled  student.s,  4()0  faculty). 
Free  Information  -  Richard 
Crew.s,  M,l),  (Harvard),  I're.siden 
Columbia  Pacific  University,  Dcf 
3D15,  1415  Third  St..  .San  Rafael, 
CA  94901.  Toll  free;  (800)  227- 
0119;  CA  (800)  552-5522; 
(415)  459-1650 


fC 


THE  AMERICAN  HEART 

ASSOCIATION 
MEMORIAL  PRCERAM . 


I  American  Heart  Association 

This  space  provided  as  a  public  sen 


fta 
til 


FAST  FACTS  ABOUT 
FORBES  SUBSCRIBERS: 

*Total  management:  74.7% 

*Total  paid  circulation:  735,000 

*Average  household  income:  $162,000 

•Average,  value  of  investment  portfolio:  $899,00j«< 

*Average  time  spent  reading  Forbes: 

2  hrs.  5  mins. 


I  FORBES  MARKET/ 


INVESTMENT  AUTOMOBILES 


Si    YOU  CAN'T  DRTVE  STOCKS 
m  BONDS  AROUND  THE  BLOCK 


ut  you  can  drive  a  Classic,  Luxury  or  Exotic  car.  AND  YOU  COULD  MAKE  FAR 
iRE  MONEY  OFF  OF  ONE.  If  you  had  purchased  certain  automobiles  worth  $100,000 
» '  985  shown  in  the  duPont  Registry,  today  the  cars  could  be  worth  in  excess  of 
0,000.  AND  YOU  WOULD  HAVE  HAD  A  LOT  OF  FUN  DRIVING  THEM.  Look  into 
je  thousands  of  automobiles  offered  for  investment  in  4-color  photographs,  with  fac- 
details.  Subscribe  to  the  world's  marketplace  of  fine  cars. ..the  duPont  Registry, 
hing  but  the  pictures  and  facts  to  invest  on.  $39.95  buys  a  year's  subscription  (12 
issues).  PO.  Box  25237.  Tampa.  FL  33633-0243. 


aU  1-800-233-1731 


AUTOMOBILES 


['   ROLLS-ROYCE  & 
BENTLEY 


XTORY  AUTHORIZED  DEALER 

3S  you  10  call  for  Pricing  &  Inventory 
lability  Nationwide  Delivery 
nged  High  Line  Trades  Accepted 
e  Hungry — Give  us  a  call 
e  Griffey.  STEVEN  IMPORTS 
689-8850 


MERCHANDISE 


irOP  SWEAT 
DR  6  WEEKS 

Jtment  with  eiec- 
Tic  DRIONIC- 
ps  the  heavy 
jater  dry  for 
week  periods, 
usands  prescrlb- 
by  doctors.  Try 
>nlc  for  unequal- 
iweat  control  as 
cribed  in  seven 
lical  textbooks, 
d  $125.  each  pair 
'Cify  underarms, 
ds  or  feet).  CA 

+     674%,    45 

MONEY  BACK        .,„.„„„t,co 
VRANTEE. 
:^ERAL  MEDICAL  CO.  Oept.  FOB-34 

ArmacosI  Ave  ,  Los  Angeles,  CA  90025 
e  oriUfs  -  t^C/Visa  -  800  HEAL  DOC 


CELLANEOUS  FOR  SALE 


'ESTMENT  GEMSTONES! 
VRANTEED  LIQUIDITY!!! 

y  &  sell  Diamonds  and  all  Precious 
!ones.  Free  wholesale  catalog  since 
Member  Jewelers  Board  of  Trade  & 
>er  of  Commerce 
HOUSE  OF  ONYX 
One  Main  Street 
Greenville,  Kentucky  42345 
•^  'POLL  FREE  1-800-626-8352 


FINANCIAL  SERVICES 

BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance  p 
Ratings  of  all  NYSE  fj 
stocks  show  200  ex  ^' 
tremely  vulnerable 
stocks  (rated  8  or  9) 
-including  some  very  j 
famous  names- 
which  I  believe  could 
"take  a  bath"  I'll  rush  ,,.oTiw  7ijucir 
you  the  Performance  "^''^''^^^^'^ 
Ratings  ($39  value)  as  a  bonus  with 
your  subscription  to  The Zweig  Fore- 
cast Time  IS  crucial. 

Three-Month  Trial  $50  One  Year 
$245  Visa  or  MC  1-800-633-2252 
Ext  9064 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore.  NY.  11710 


Introductory  Trial 

Value  Line 
Only  $60 


An  introductory  subscription  to  The 
Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors 
Reference  Service — Value  Line's  most 
recent  reports  and  ratings  on  1700 
stocks.  You  will  also  receive  analyses 
of  about  130  stocks  each  week  for  10 
weeks  for  $60.  Available  only  once 
every  two  years  to  any  household.  30 
day  Money-Back  Guarantee. 

©Call  Toil-Free 
1-800-633-2252 

I  Ext   2686-Dept   916  D06) 
American  Express,  MasterCard  or 
Visa.  7  days  week,  24  hrs.  a  day. 


Forbe$: 
CapitalistTbd® 


WINE  CELLARS 


WiNECELLARS-  USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars  Your  Con 


Visa/MC/AmEx/Discover 


296  Bottle  Credenza 

Ret:  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models 

,\'(i(  Handmade 

40  Bottle  Glass  Door 
60  Bottle  Glass  Door 


$  599 
749 


$  499 
659 


lurVault  holds  about  8  Purs  $.3495         $  1895 


Only 

$2.85 

per 

boltle 

Model 

700 


Custom  Cellars  &  Racking  Systems  -  Call  For  Catalog 

134  W  131ST  St.  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


REAL  ESTATE 


SPRING  CRtEK  RANCH.  This 
unusual  325-acre  inholding  in  the 
Beaverhead  National  Foresl  is  located 
one  hour  soulhwcsl  ot  Ennis, 
Montana.  It  Includes  two  miles  of 
mountain  cutthroat  fishery,  one  mile  of 
a  private  .10,000  CiPM  (estimated) 
spring  creek  and  nearly  a  mile  of  the 
Ruby  River.  It  also  features  a  new  lodge 
and  four  new  log  guest  houses.  Priced 
al  $I,1(X),(XX). 

SMITH  RIVER.  This  property 
includes  3,080  acres  with  frontage  on 
one  of  Montana's  most  scenic  and  wild 
trout  rivers.  A  very  special  homesilc,  in 
a  dramatic  selling  overlookmg  the 
Smith  River,  it  is  accessible  year-round. 
Bordered  by  large  holdings,  the 
properly  includes  scattered  timber  with 
open  parks,  small  spring-fed  streams 
and  rimrock  crowned  hills.  Il  is  a  year- 
round  home  10  a  significant  elk  herd. 
Offered  al  $1,500,000. 

(  onlact  exclusive  agent  for  sellers:  Hall 
and  Hall.  Inc.,  P.O.  Box  1924.  Billings, 
Montana  59103.(406)  252-2155  or  (406) 
587-3090. 


ADIRONDACK  ESTATE 
SURROUNDED  BY  30,000  ACRES  OF 
ADIRONDACK  FOREST  PRESERVE 

7  striking  buildings  Massive  stone  fireplaces 
and  huge  hand-hewn  beams  8  bedrooms  and 
7  I?  baths  Gracious  10  room  Residence  Rus- 
tic recreation  Lodge  Comptetly  restored  and 
furnished  Just  featured  in  Country  Living  $13 
million  FRIEDMAN  REALTY  Schroon  Lake, 
NY  1-800-284-LAKE 


COMPUTERS 


iri^mRRYfTlRC 


INDUSTRIESINC 


Our  14th  year  ot  DISCOUNTS 

Tandy"  Computers 

Radio  Shack" Products 

Toll  Free  800-231 -3680 

2251 1  Katy  Fwy.  Katy(Houston)  TX  77450 

1-713-392-0747  Fax  (713)  574-4567 


EXECUTIVE  GIFTS 


THE  ULTIMATE  CHAIR 
for  a  stress-free  workday! 


Our  leather 

office  chair 

reclines! 


DaCKSaver  i.8oo.251.2225oiwrlle 

53  Jeffrey  Am.,  Dcpl.  F-«2,  Holtlilon,  MA  01746 

lnMA$08-429-5940 


HISTORICAL 
REPRODUCTIONS 


WWn  FIGHTER 
LLECTION    ' 


The  Kinyhawl(  Gallery 

Degl  44 
915  BfOddwdy 
Nto  York,  NV  10010 
?1?  5?9  1144 


FINE  WINE 


THE  KAT2  WINE  AUCTION  REPORT 

Reporting  the  latest  values  for  your  fine 
wines  Ideal  for  cellar  valuations  and  buy- 
ing guidance  Highlights  wine  bargains, 
market  trends  and  auction  news. 

Annual  subscnpticn  $30  ($50  foreign) 
THE  KATZ  WINE  AUCTION  REPORT, 
1515  Poydras  Si .  Suite  1800.  New 
Orleans.  La  70112 
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Streetwalker 


Edited  bv  Thomas  Jaffe 


Mario  he  rolls  along 

Now  that  GTE  and  Contel,  the  big 
independent  telephone  company 
and  operator  of  cellular  mobile  phone 
systems,  have  announced  they  will 
merge  in  a  stock-swap  valued  at  more 
than  $6  billion,  what  other  indepen- 
dent wireline  companies  also  in  cellu- 
lar are  attractive  takeover  targets? 
Two  that  money  manager  Mario  Ga- 
belli,  a  leading  investor  in  the  group, 
particularly  likes  are  $213  million 
(sales)  Century  Telephone  Enter- 
prises, Inc.,  headquartered  in  Monroe, 
La.,  and  $170  million  (sales)  Lincoln 
Telecommunications  Co.,  based  in 
Lincoln,  Neb. 

Both  stocks  have  run  up  since  the 
GTE-Contel  news  broke:  NYSE-listed 
Century  recently  traded  at  27;  Lin- 
coln was  selling  for  29yH  on  the 
o-t-c.  But  if  analyst  Salvatore  Muoio, 
who  works  for  Gabelli  &  Co.,  is  right, 
there's  still  plenty  of  upside. 

In  its  conventional  telephone  busi- 
ness. Century  operates  300,000  access 
lines,  the  majority  of  which  are  in 
Louisiana,  Michigan,  Wisconsin  and 
Arkansas.  In  cellular,  it  has  a  piece  of 
the  metropolitan  Detroit  franchise,  as 
well  as  franchises  elsewhere  in  Michi- 
gan and  in  and  around  Shreveport,  La. 
Net  of  debt,  Muoio  values  Century  at 
$1.48  billion,  or  $46.55  a  share — near- 
ly 50%  higher  than  the  current  mar- 
ket. Insiders  control  some  17%. 

Lincoln  operates  220,000  access 
lines  in  22  contiguous  counties  in 
southeastern  Nebraska,  including  che 
city  of  Lincoln,  the  state  capital.  In 
addition,  Lincoln  has  a  small  cellular 
operation  that  covers  the  Lincoln  area 
and  rural  districts  in  Nebraska. 
Muoio  values  the  company,  net  of 
debt,  at  S888  million,  or  $53.90  a 
share — 80%  above  market. 

Although  Lincoln  has  a  poison  pill, 
Muoio  thinks  the  Woods  family, 
which  owns  around  21%  of  the  16.5 
million  shares,  may  be  amenable  to  a 
deal  that  would  minimize  their  tax 
exposure.  (Thomas  Woods  Jr.,  the  for- 
mer chairman,  died  in  December.) 

Underscoring  the  speculation  in  all 
asset  valuations,  it's  worth  recalling 
that  Muoio  estimated  Contel 's  pri- 
vate market  value  in  a  taxable  deal  at 
$60  a  share;  investors  are  valuing  it  at 
$36  or  so  in  a  tax-free  stock  swap  with 
GTE.  Muoio  points  out  that  on  a  tax- 
able basis  his  $60  a  share  would  trans- 
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late  to  around  a  $48  a  share.  But  even 
if  you  haircut  his  estimates  on  Centu- 
ry and  Lincoln  by  25%,  you  get  pri- 
vate market  values  of  $35  and  $40  a 
share,  respectively.  Streetwalker's  ad- 
vice: Wait  until  the  current  excite- 
ment over  the  GTE-Contel  marriage 
(which  has  been  announced,  not  con- 
summated) dies  down,  and  then  have 
a  good  look  at  this  pair. 


On  the  dole 

Fl  or  the  last  year  or  so  the  stock  of 
Castle  &  Cooke,  Inc.  has  acted  like 
a  yo-yo.  In  May  1989  the  $2.7  billion 
(sales)  company  said  it  wanted  to  sep- 
arate its  Dole  Food  and  Oceanic  Prop- 
erties divisions.  Over  the  next  two 
months  the  stock  ran  from  the  mid- 
30s  to  the  mid-40s.  But  when  nothing 
happened  it  backed  off,  falling  below 
27  in  January.  Then,  in  February,  a 
new   announcement:    The   company 


Dole-ful  Castle  &  Cooke 
Where's  the  fruit? 


would  spin  off  Dole  to  shareholders  if 
it  got  a  tax-free  ruling  on  the  transac- 
tion from  the  irs.  Again  the  stock 
popped,  to  the  mid-30s.  But  in  May 
the  spinoff  was  put  on  hold:  no  irs 
ruling.  The  stock  traded  down  once 
more,  to  around  30. 

Now  the  shares  are  running  again. 
On  July  12  Castle  &  Cooke  said  it 
may  sell  Dole.  The  next  day  the  stock 
rose  6  points.  Recent  nyse  price:  36y8. 

What  next?  Scott  Greiper  of  New 
York-based  Bits  &  Pieces,  an  institu- 
tional research  report  that  focuses  on 


spinoffs  and  stubs,  doesn't  think  th 
stock  is  going  much  higher  near  tern 
This,  despite  his  regard  for  Davi 
Murdock,  Castle  &.  Cooke's  billior 
aire  chairman,  who  owns  23%  of  th  i 
59.3  million  shares. 

Greiper   thinks   Dole   could   fete 
$2.75  billion.  At  that  price,  the  nc 
gain  to  Castle  &.  Cooke  after  taxes  ani  .. 
repayment  of  debt  would  be  $24  i  » 
share.  This  would  give  the  Oceanip  H 
Properties    division    capital    to    refii  si 
nance  debt  and  fund  ongoing  developj)  ■ 
ments.  The  company  is  the  third-larg' 
est  private  landholder  in  Hawaii.  1 
owns  almost  all  of  the  island  of  Lana:j 
where  it  is  building  two  luxury  n 
sorts.  Plus  it  has  acreage  on  Oahu,  a 
well  as  in  California  and  Arizona. 

How    much    is    Oceanic    worth 
Greiper  puts  the  private  market  valu    » 
of  the  land  and  real  estate  manage  nil 
ment  operation,  net  of  debt,  at  abou  ft 
$1.36  billion,  or  some  $23  a  share  k 
Trouble  is,  says  he,  were  the  busines  lict 
to  trade  publicly  on  its  own  the  mar  kt 
ket  would  discount  that  number  t 
around  $14  a  share.  Result:  $24  fo 
Dole  and  $14  for  Oceanic  add  up  t( 
only  $38  for  Castle  &.  Cooke,  close  t( 
its  current  price.  The  company  migh 
get  more  for  Dole;  then  again,  it  migh 
not.  Greiper's  advice  is  not  to  pla^ 
with  this  yo-yo. 


Lessor  is  more 

If  International  Lease  Finance  Corp 
is  worth  $1.3  billion — that's  ho'w 
much  American  International  Grouj 
recently  agreed  to  pay  for  this  leadinj 
airplane  lessor — then  what  is  gatj 
Corp.'s  portfolio  of  leased  commercial 
aircraft  worth?  gatx  itself  puts  tht 
value  at  around  $1  billion,  as  against  i 
market  capitalization  for  the  entire 
company  of  $600  million.  Andrew  Sil 
ver  of  Dillon  Read  &  Co.  is  more 
conservative,  but  even  so  agrees  that 
$702  million  (sales)  gatx  will  post  big 
gains  over  the  next  few  years  by  sell 
ing  those  planes. 

But  there's  much  more  to  gatx 
recent  nyse  price  of  3 1 'A — than  air 
craft,  only  13%  of  assets. 

The  company  manages  a  fleet  of 
over  50,000  tank  cars;  railcar  leasing 
operates  at  95%  of  capacity,  and  de 
mand  is  growing  2%  to  3%  a  year 
GATX  is  also  the  world's  largest  inde 
pendent  operator  of  storage  terminals 
for  bulk  liquids.  Here,  again,  the  out 
look  is  rosy.  Then  there  is  the  con 
tract-warehousing  services  business, 
which  the  company  got  into  last  year 
by  paying  $1 73  million  for  Associated 
Unit  Co.  It  has  since  sold  Associated 
warehouses  for  $90  million  but  con- 
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tiit'tinues  to  run  them. 
mi  Silver  expects  gatx  to  earn  $3.70  a 
^lishare  this  year,  up  16%.  He's  looking 
on;  for  $4.20  in  1 99 1 .  So  the  stock  sells  for 
thja  modest  eight  times  his  1990  esti- 
mate. On  assets,  Silver  marks  aircraft 
tclrto  market,  values  the  other  operations 
aerconservatively  and  comes  up,  net  of 
midebt,  with  $47  a  share  (after  taxes  on 
I  ithe  sale  of  planes),  or  a  50%  premium 
nifto  market.  There  are  19.1  million 
;ti- common  shares  outstanding. 

\ 

m 
\<i 
„  Will  Mick^  go  Western? 

U'nder     the     Golden     trademark. 
Western  Publishing  Group,  Inc.  is 
the  largest  U.S.  publisher  of  children's 
:li- storybooks.  Sales  for  the  fiscal  year 
luEfmded  Feb.  3  dropped  10%,  to  $495 
§e^rnillion,    and    earnings    were    down 
)uttZ8%,  to  $1.05  a  share.  Why?  Because 
iie.lVestem's  hot  board  game  product, 
essiPictionary,  went  cold.  In  fiscal  1989 
aiPictionary  rang  up  $118  million  of 
toisales;  last  year  it  accounted  for  just 
toir542  million.  In  addition,  margins  de- 
toblined  in  the  Perm  division,  which 
toioaakes  paper  goods  such  as  party  ac- 
iiwcssories  and  gift  wrap  as  well  as  cus- 
itpomized   writing   instruments.    This 
/ear  earnings   should  improve,   but 
)nly  slightly.   The   stock  is  bogged 
liiown  at  I7'/8  o-t-c,  near  its  52-week 
ow.  This  frustrates  people  like  Mario 
ijabelli,     whose     Gamco     Investors 
)wns  26%;   George  Soros  and  First 
vlanhattan,  with  nearly  5%  apiece; 
md  Reich  &  Tang,  with  6%. 

But  there's  hope.  Western  Chair- 
nan  Richard  Bernstein,  who  owns 
)ver  20%  of  the  20.6  million  fully 
hluted  shares,  may  want  to  sell.  After 
ill,  he  was  negotiating  with  Gulf  &. 
Western,  now  Paramount  Communi- 
;ations,  to  do  just  that  in  1988.  Who 
night  the  buyer  be?  Perhaps  Walt 
Disney  Co. 

In  December  1987  Western  struck  a 
ive-year  deal  to  be  the  primary  pub- 
isher  in  the  U.S.  of  Disney  books  and 
elated  products  with  a  retail  price  of 
)5  or  less.  (Western  has  several  such 
icensing  agreements.)  But  in  July 
Disney  announced  it  was  starting  its 
)wn  juvenile  trade  book  operation.  As 
ong  as  Disney  intends  to  make  a  big 
)ush  in  publishing,  some  speculate, 
vhy  not  buy  Western  rather  than 
)uild  an  operation  from  scratch? 

In  a  deal,  say  the  bulls.  Western 
hould  fetch  at  least  $30  a  share, 
vhich  would  make  for  roughly  a  $600 
nillion  deal,  easily  affordable  if  the 
)uyer  were  Disney.  If  you're  willing 
o  take  a  big  risk  on  a  speculative 
■,ii  umor.  Western  fits  the  bill. 


"This  is  the  way  you  always 
imagined  the  South  Pacific 


t  Read  what 
Andrew  Harper's 
exclusive  guide  to  unspoiled  placi 
says  about  Malcolm  Forbes' 
exotic  Fiji  Island  paradise. 

It's  the  vacation 
of  a  lifetime  for 
$2,400  a  week! 


W'    ■    ^aken  as  a  whole,  Fyi  is 
'      B      'perhaps  the  most  idyllic  and 
'^  ^  I        hospitable  archipelago  in  the 
^  ^  ■        South  Seas,  its  essence 

— JL»     springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  F"'\ji  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 
and  wild  birds. . . . 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
!  full-blown  social  resort,  but  rather 


liBeaV^Beport 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  er\joyed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  h<)ok(>d  in  these  vir- 
gin grounds,  plus  an  occasional 
black  ^narlin.  There's  also  .superb 
snorkeling/.scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells. . . . 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
-Still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific   ■  -  H  H 


I  Contact: 

Fiji  Manager 
,  Attn:  Errol  Ryland 

Fort  Garland,  CO  81133 
I   (719)379-3263 


Fire  up  nny  innagination! 

Send  me  a  free  color  brochure. 

Name 
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FORBES  Announces  An  Outstanding  Advertising  Opportunity  For... 
NATIONAL,  INTERNATIONAL  and  LOCAL  AREA  DEVELOPMENT  GROUPS,  PUBLIC 
UTILITIES,  TRANSPORTATION  and  REAL  ESTATE  DEVELOPERS  and  CONSULTANTS 
to  advertise  their  area's  advantages  to  highl}'  responsive,  decision-making  executives. 


Forbes 


1990  Area  Economic 
Development 
Advertising  Section- 


October  15, 1990  Issue 


This  section  is  an  ideal  way  to  advertise  the 
benefits  of  your  area  -  your  lai^e,  educated  and 
skilled  work  force,  your  easy  access  to  trans- 
portation, the  quality  of  your  area's  special 
living  environment,  your  competitive  corporate 
tax  incentives,  and  other  unique  attractions. 

For  only  $9,460  for  a  4-color  quarter  page 
or  $8,670  for  a  black  and  white  quarter  page, 
you  can  promote  your  area  to  an  audience  of 
influential  executives  and  active  investors  - 
the  readers  of  FORBES.  These  readers 
influence  corporate  relocation  decisions  and 
are  anxious  to  learn  about  new  business  sites. 


Put  your  message  where  it  is  sure  to  attract 
qualified  inquiries  for  you  -  FORBES  Area 
Economic  Development  Advertising  Section, 
closing  August  17,  1990.  A  reader  response 
card  will  be  bound  into  the  issue  to  facilitate 
responses.  To  place  an  ad  or  for  more 
information,  contact  Virginia  Carroll  at 
FORBES  Magazine,  212-620-2339. 


Issue  date:  October  15, 1990 

Closing  date:  August  17,  1990 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 


ieveaty  years  ago  in  Forbes 

From  the  issue  of  August  7,  1920) 
So  far  as  one  can  judge  the  wage 
ncreases  announced  by  the  Railroad 
.abor  Board  are  fair  alike  to  the  rail- 
vayinen  and  to  those  of  us  who  have 
o  foot  the  bill.  It  is  entirely  just  that 
he  largest  percentage  of  increases 
hould  be  granted  those  receiving  the 
east  pay.  ...  If  railway  engineers  are 
o  receive  $280  a  month,  conductors 
257,  firemen  $210,  gang  foremen 
,135  and  boilermakers  $201,  surely  it 
vas  right  to  grant  sufficient  to  raise 
inskilled  laborers  to  $101,  carpenters 
0  $157  and  telegraphers  to  $160." 


.  Fatima  ad  in  1920,  when  smoking  was 
till  resectable  and  Fatima  a  top  brand 


iizty  years  ago 

'^rom  the  issue  of  August  1,  1930) 

Funds  have  come  to  the  rescue  of  the 

rocket  theory'  in  scientific  explora- 
ion  of  the  upper  ether.  It  appears  that 
he  Guggenheim  fund  has  advanced 
redit  for  continuation  of  the  research 
^hich  has  been  carried  on  for  the  past 
even  years  by  Robert  H.  Goddard  of 
21ark  University.  Professor  Goddard 
3  working  on  continuously  exploding 
uel  which  may  propel  rockets  into 
he  upper  strata  of  atmosphere.  ..." 

The  present  Labor  government  [of 
iritain]  has  been  running  into  some 
omparatively  choppy  seas  of  late  and 
las  just  edged  away  from  parliamen- 
ary  defeat  with  a  narrow  margin  in 
everal  recent  encounters.  The  House 
if  Lords  has  again  defeated,  but  by  a 
ery  small  majority,  the  old  proposal 
0  allow  women  members  to  sit  in  the 
ignified  Parliament." 


Comfortable  new  railroad  station  opened  in  1940  in  LaCrosse,  Wis. 


Fifty  years  ago 

(From  the  issue  of  August  I.  1940) 
"The  first  'streamlined'  railroad  sta- 
tion, typical  of  others  planned  by  U.S. 
railroads,  was  recently  completed  by 
the  Chicago,  Burlington  ik  Quincy  at 
LaCrosse,  Wis.  With  plate-glass  win- 
dows, upholstered  furniture,  pastel- 
painted  walls  and  acoustic  ceilmgs, 
the  new  station  is  as  modern  as  the 
trains  that  pass  through  it." 

"We  learned  as  schoolboy  Latin  stu- 
dents that  'all  Gaul  was  divided  into 
three  parts.'  Now  contemplated  is  a 
threat  that  all  the  world  will  be  divided 
into  three  parts:  a  Hitlerized  Europe,  a 
Japanese-dominated  Orient,  the  New 
World  under  a  beneficent  umbrella 
hoisted  and  upheld  by  Uncle  Sam." 

"This  month  comes  the  long-awaited 
introduction  of  a  household  frosted- 
food  locker  box.  An  outgrowth  of  the 
public  quick-freezing  plant,  common 
in  rural  areas,  it  marks  the  coming  of 
age  of  a  new  industry.  According  to 
the  producer,  the  locker  will  quick- 
freeze  all  kinds  of  meat,  fowl,  fish, 
fruit  and  vegetables,  and  preserve 
them  for  nine  months  without  loss  of 
nutritional  value." 

Twenty-five  years  ago 

(From  the  issue  of  Augi4Sl  1,  1965) 
"In  his  second  Australian  coal  pur- 
chase in  less  than  six  months,  U.S. 
tanker  magnate  Daniel  K.  Ludwig 
bought  a  group  of  coal  properties  in 
the  Burragorang  Valley  of  New  South 
Wales  from  an  Australian  subsidiary 
of  Britain's  Rio  Tinto-Zinc.  The  pur- 
chase reportedly  makes  Ludwig  the 
largest  Australian  producer  of  coal  for 
export,  primarily  for  use  in  the  Japa- 
nese steel  industry." 
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"Across  the  South  from  Florida  to 
Texas,  a  whirlwind  expansion  has 
taken  place  in  the  output  of  coarse 
papers,  paperboard  and  newsprint. 
Georgia  now  ranks  first  in  tonnage  of 
paperboard  and  allied  products,  push- 
ing Wisconsin  to  second,  followed  by 
Florida." 

"Total  air  freight  volume  for  U.S.  air- 
lines in  1964  was  1.3  billion  ton- 
miles,  up  26%  over  1963;  for  the  first 
three  months  of  this  year  it  kept 
growing  just  as  fast.  But  the  combina- 
tion carriers  [carrying  both  passengers 
and  freightl  have  been  taking  an  ever- 
larger  share  of  the  market  from  the 
all-cargo  lirics." 

Ten  years  ago 

(From  the  issue  of  August  4.  1980) 
"The  cost  of  building  and  operating 
apartments  has  gone  up  so  much  fast- 
er than  rents  that  most  new  building 
not  subsidized  by  the  government 
will  have  a  negative  cash  flow.  It  pays 
too  well  to  convert  existing  good 
apartment  buildings  into  condomini- 
ums, compared  with  what  you  can  get 
for  them  as  rentals.  And  rent  control 
is  too  great  a  threat  to  risk  building  or 
owning  rentals  anymore." 

— Apartment  builder  Les  Nelson 

"Over  the  July  12  weekend  the  largest 
foreign  takeover  yet  ($820  million)  of 
an  American  bank  was  worked 
out.  .  .  .  California's  Crocker  National 
Corp.  (14th-largest  bank  holding  com- 
pany in  the  U.S.)  agreed  to  sell  a  51% 
interest  to  Midland  Bank  Ltd.  (Brit- 
ain's third  largest).  If  the  deal  goes 
through,  in  one  year's  time  it  will  put 
Crocker  up  in  the  top  ten  of  U.S. 
banks  in  assets." 
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In  a  country  well  governed, 
poverty  is  something  to  be 
ashamed  of.  In  a  country 
badly  governed,  wealth  is 
something  to  be  ashamed  of. 
Confucius 


If  human  progress  had  been 
merely  a  matter  of  leadership, 
we  should  be  in  Utopia  today. 
Thomas  B.  Reed 


Those  who  bear  equally  the 
burdens  of  government  should 
equally  participate 
of  its  benefits. 
Thomas  Jefferson 


In  framing  a  government 
which  is  to  be  administered 
by  men  over  men,  the  great 
difficulty  lies  in  this:  You 
must  first  enable  the  government 
to  control  the  governed,  and 
in  the  next  place  oblige  it 
to  control  itself. 
Alexander  Hamilton 


What  you  cannot  enforce, 
do  not  command. 
Sophocles 


If  you  command  wisely, 
you'll  be  obeyed  cheerfully. 
Thomas  Fuller 


Nothing  is  more  becoming 

a  ruler  than  to  despise 

no  one,  nor  be  insolent,  but 

to  preside  over  all  impartially. 

Epictetus 


I  must  follow  the  people. 
Am  I  not  their  leader? 
Benjamin  Disraeli 


The  government  of  the  United 
States  is  a  device  for 
maintaining  in  perpetuity 
the  rights  of  the  people, 
with  the  ultimate  extinction 
of  all  privileged  classes. 
Calvin  Coolidge 


Thoughts 

on  the  Business  of  Life 


A  magazine  editor  recently  asked 
me  to  sit  down  on  my  40th  birthday 
and  write  an  article  on  the  most 
important  things  I  had  learned 
in  my  first  40  years  I  told 
him  tlxit  the  chief  thing  I  had 
learned  was  t/xit  the  copybook 
maxims  are  true,  hnt  that  too 
many  people  forget  this  once  they 
go  out  itito  the  heat  and  hustle 
and  bustle  of  the  battle  of  life 
and  only  realize  their  truth 
once  one  foot  is  beginning  to 
slip  into  the  grave.  The  man  who 
has  won  millions  at  the  cost  of 
his  conscience  is  a  failure. 
B.C.  Forbes 


You  do  not  lead  by  hitting 
people  over  the  head — that's 
assault,  not  leadership. 
DwiGHT  D.  Eisenhower 


While  all  other  sciences  have 
advanced,  that  of  government 
is  at  a  standstill — little 
better  understood,  little 
better  practiced  now  than  three 
or  four  thousand  years  ago. 
John  Adams 


The  final  test  of  a  leader 
is  that  he  leaves  behind  him 
in  other  men  the  conviction 
and  the  will  to  carry  on. 
Walter  Lippmann 


A  leader  is  a  dealer  in  hope. 
Napoleon 


More  than  9,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  three- 
volume  boxed  set  at  $49.50  ($19.50  per  vol- 
ume if  purchased  separately).  Also  avail- 
able, a  one-volume  edition  of  over  3,000 
■•Thoughts."  Price:  $19.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Few  men  have  virtue  to 
withstand  the  highest  bidder. 
George  Washington 


Only  with  a  new  ruler  do  you 
realize  the  value  of  the  old. 
Burmese  proverb 


To  rule  is  not  so  much 
a  question  of  the  heavy  hand 
as  the  firm  seat. 
Ortega  y  Gasset 


No  man  is  good  enough  to 
govern  another  man  without 
that  other's  consent. 
Abraham  Lincoln 


A  Text . . . 

For  the  poor  shall  never 
cease  out  of  the  land; 
therefore  I  command  thee, 
saying,  Thou  shalt  open 
thine  hand  wide  unto  thy 
brother,  to  thy  poor, 
and  to  thy  needy, 
in  thy  land. 
Deuteronomy  15:11 


Sent  in  separately  by  Robert  L.  Crawford, 
Paducah,  Ky.,  and  Elwyn  B.  Welch,  Guth- 
rie, Okla.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to  senders  of 
texts  used. 
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Men  are  of  no  importance.  What 
counts  is  who  commands. 
Charles  de  Gaulle 


As  the  bird  feels  about 
the  net  that  entangles  it, 
so  do  men  feel  about  those 
who  rule  them. 
Chinese  proverb 


A  tyrant  is  nothing  but  a 
slave  turned  inside  out. 
Herbert  Spencer 
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There  is  more  to  a  good  flight  than 
just  a  good  flight. 


Lufthansa 


To  Lufthansa,  a  good  flight  begins  long  before 
take-off.  In  some  cases,  even  before  you 
check  out  of  your  hotel.  In  many  Kempinski, 
Inter-Continental  and  Penta-Hotels,  you  can 
check-in  for  your  Lufthansa  flight  at  our 
counter  right  in  the  lobby.  We'll  take  your 
luggage  and  even  give  you  a  boarding  pass. 
So  the  time  you  spend  before  your  flight  can 
be  as  comfortable  as  the  flight  itself. 


I 


Lufthansa  is  a  participant  in  ttie  mileage  programs  of  United.  Delta. 
USAir  and  Continental/Eastern  See  your  Travel  Agent  for  details. 


Lufthansa 


Barry  Kaye, 

Advisor  to  Some  of  America's 

Wealthiest  People,  Shows  You  How 


feWH 
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PRES^^ 


$Heduceyour 
estate  tax  cost 


^p,yyourta-ves, 
onthedoUar. 


I  The  Barry  Kaye 
Qethod  of  wealth 
reation  and 
(reservation  is  an 
ibsolute  must 
or  everyone. . ." 

lOse  and  Reuben  Mattus, 

^'ofounders, 

laagen  Dazs  Ice  Cream 


annual  *W.iHH> 

tax-free  P^^^ 
,  to*l.WHWHW- 


$  Create  and^^ 

prese 
forchUdrena. 

^andcV>Udren. 
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"Sai'e  A  Fortune  On 

Your  Estate  Taxes 

is  a  must  on  your 

reading  list.  It  is 

the  right  advice  at 

the  right  time." 

Samuel  LeFrak, 

Chairman, 

LeFrak  Organization,  Inc. 


$  increase 
your  charitable 

1     .       „«  ;<kn<<  '• 


additional  cost. 


UWi 


"Barry  Kaye  is  an  estate  planning  wizard." 
Senator  .John  V.  TYinney 
Former  United  States  Senator 

"Rarely  does  the  estate  planning  arena  see 
true  innovation.  Mr.  Kaye  breaks  new 
gi-ound."  Jenny  Craig,  President 

Jenny  Craig  International 

"Much  useful  advice  from  a  man  w^ho  has  so 
much  useful  advice  to  give." 

Malcolm  S.  Forbes,  Jr.,  President  and 
Editor-in-Chief,  Forbes  Magazine 


$21.95 

"Barry  Kaye's  book  makes  a  difficult  subject 
understandable." 

Robert  E.  Petersen,  Chairman, 
Petersen  Publishing  Company 

"At  last  my  financial  goals  for  my  family  can 

all  be  realized."  Arthur  I).  Leidesdorf, 

S.D.  Leidesdorf  &  Company 

now  merged  into  Ernst  and  Young 

"I  appreciate  the  assistance  Barry  Kaye 
gave  me."  Dick  Clark, 

Chairman,  dick  dark  productions,  inc. 


FForman  Publishing 
Santa  Monica, 
—    California 


Available  at  fine  bookstores  everywhere 
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)  /990  t«i«,  i4  Divuion  Of  Toyota  Motor  Sales,  U.S.A..  Inc.  Lexus  reminds  you  to  wear  seat  belts  and  obey  all  speed  laws.  *For  more  warranty  informatum.  see  your  Lexus  dealer  or  call  800-S72-5.398  (800-1: 

Wf  hile  the  Lexus  comes  with  reinforced 
body  panels  made  of  high-strength 
steel,  our  Hmited  warranty*  comes  with 
material  virtually  as  strong. 

Especially  when  you  compare  it  to  the 
crater-sized  gaps  evident  in  some  of  our  com- 
petitors' coverage. 

At  Lexus,  your  overall  coverage,  with  a 
minimum  of  fine  print  and  absolutely  no 
deductibles,  extends  for  48  months  or  50,000 
miles.  While  powertrain  coverage  extends  for  72 
months  or  70,000  miles.*  Far  exceeding  most  of 
our  European  counterparts. 

And  with  the  Lexus  Roadside  Assistance 
Program,  you're  covered  24  hours  a  day  for  a  full 
four  years,  unlike  some  of  our  competitors. 
Do  you  see  a  pattern  developing  here? 
For  more  information  about  our  limited 


warranty  package,  see  your 

local  Lexus  dealer.  You'll  find  the 

only  way  to  get  better  protection  for  your  car 

would  be  to  station  secret  service  men  around  it. 
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We  also  have  resorts  for  those  who 
dorit  want  to  lie  in  the  sand 


^^•. 


1  Piole.The  W'esiin  I.a  Paloma  Ridge  Course,  Tucsson.  Designed  bvjack  N'icklaus.  Whether  its  this  award-winning  course 
I  ri\  (jf  our  otlier  top-rated  greens,you]l  find  golf  at  our  resorts  is  no  da)  at  the  beach.  For  resen  ations  call  H00-22H-3000. 

Las  Brisas,  Acapulco  •  Camino  Real, Cancan  •  The  Westin  Resort,  Hiltf^  Head  Island  •  Camino  Real,Ixtapa 
1  he  Westin  Maui,  Kaanapali  Beach  •  The  Westin  Kauai.  Kauai  Lagoons  •  Las  Hadas,  Manzanilio  '.Camino  Real,  .Mazatlan 
le  Westin  Resort.  Naples,  FL  ( 1992;  •  Walt  Disney  World  Swan,  Orlando  >  Arizona  Bilunore,  Phoenix  •  Camino  Rfeal,  Puerto 
allarta  •  The  Westin  Mission  Hills  Resort,  Rancho  Mirage  ( 1991)  •  The  Westin  La  Paloma, Tucson  •  The  Westin  Resort,  Vail 
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London:    Peter    M     Schoff,    Director,    Intl.    Adv.,    Europe    and    Africa; 
Roy  Finchett    Tokyo:  Hirowo  Itow,  Japan  Regional  Adv.  Dir.;  Hiroyuke 
Nakagawa,  lapan  Adv.  Sales  Manager.  Hong  Kong:  lane  G.  Flowers,  Direc- 
tor, Intl.  Adv  ,  Southeast  Asia 
Annual  Reports:  Sarah  Madison,  Virginia  CanoU 
Classified:  Linda  Loren 

PAID  CIRCULATION  OVER  735,000 

FOUNDED  IN  1917 

B.C.  FORBES,  EDITOR-IN-CHIEF  (1917-1954) 

MALCOLM  S.  FORBES,  EDITOR-IN-CHIEF  (1954-1990) 


The  scam  foctories 

Blinder,  Robinson,  the  crooked  penny  stock  brokerage  firm 
filed  for  Chapter  1 1  late  last  month.  No  tears  for  Meyer  Blinde 
and  his  army  of  fast-talking  telephone  hucksters,  who  separatee 
ordinary  Americans  from  hundreds  of  millions  of  dollars.  Th< 
firm  has  been  on  the  skids  for  several  years,  a  decline  helpec 
along  by  a  carefully  documented  Forbes  article  by  Matthev^ 
Schifrin  (Apr  20,  1987)  that  dubbed  the  firm  "Blind  'em  and  rol 
'em."  Three  years  earlier  Richard  Stem's  prize-winning  expos( 
helped  drive  Robert  Brennan's  crooked  First  Jersey  Securities 
out  of  business. 

But  the  milking  of  naive  investors  goes  on.  In  this  issue  Clain 
Poole  looks  at  another  scam  factory,  Stuart-James  Co.,  whic 
was  founded  by  Blinder  alumni.  New  names,  similar  game 
Poole's  article,  "Have  I  got  a  stock  for  you,"  starts  on  page  40. 

A  little  money  on  the  side 

In  1930  George  Herman 
(Babe)  Ruth  earned  $80,000 
from  the  New  York  Yankees. 
Told  he  made  more  than 
President  Hoover,  the  Sultan 
of  Swat  delivered  his  now 
famous  wisecrack:  "Well,  I 
had  a  better  year  than  he  did. " 
Today,  of  course,  hundreds  of 
athletes  make  more  than  the 
President,  even  if  they  don't 
have  better  years.  One  reason 
is  that  Presidents  don't  accept 
money  for  endorsing  prod- 
ucts, but  athletes  wallow  in  it. 
(Athletes  rarely  did  in  Ruth's 
time.  The  Baby  Ruth  candy 
bar  was  named  for  President 
Grover  Cleveland's  infant 
daughter,  Ruth.) 

So,  which  athletes  make     '. 

the  most  money — from  endorsements  and  from  sports?  Forbes 
introduces  with  this  issue  an  annual  listing  of  the  30  highest- 
earning  athletes.  What  does  it  take  to  get  on  the  list?  You  need 
talent  but  it  also  helps  to  be  temperamental.  The  accompanying 
article,  "Throw  a  tantrum,  sign  a  contract,"  (page  68)  is  by  Peter 
Newcomb  and  Christopher  Paimeri;  Newcomb  also  oversaw 
the  project  on  athletes'  finances. 

Economics  is  not  enou^ 

Paul  Klebnikov's  "After  Gorbachev,  who?"  (page  36)  is  based  on 
an  interview  with  Victor  Aksyuchits,  chairman  of  the  new 
Russian  Christian  Democratic  Party.  Klebnikov  takes  seriously 
this  right-of-center  party's  eventual  chances  for  coming  to  pow- 
er in  Russia.  He  speaks  with  authority.  Klebnikov  is  a  candidate 
for  a  Ph.D.  in  Russian  history,  is  fluent  in  the  language  and  has 
visited  the  country  many  times.  Says  Klebnikov:  "These  Chris- 
tian Democrats  combine  a  return  to  Russian  culture  and  history 
with  an  appreciation  for  the  value  of  Western-type  market 
economics.  That  gives  them  a  spiritual,  an  emotional  appeal  the 
rival  Social  Democrats  lack." 


The  Sultan  had  a  better  year  than 
the  President 


(_/Editor 
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\  A  diamonds  birth  remains  one  of 

I  2  most  fascinating  of  earths 

■  tural  phenomena. 
Over  three  billion  years  aeo,  deep 
low  the  surface  of  the  earth, 
-femes  of  heat  and  pressure 
raculously  transformed  simple 

I  'bon  into  diamond. 

i  Nature  chose  but  a  few  isolated 
canoes  to  carry  diamonds  to  the 
ths  surface  to  cool  in  "kimberlite 
)es"  where  most  diamonds  are 

Iiind  today. 
A  diamonds  miraculous  birth        j 
ly  be  one  reason  a  diamond  ranks  J 
long  the  most  costly  of  treasured  ^ 


Yet  isn't  it  worth  it  for  the  woma 

J  love? 

A  diamond  is  forever. 
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Follow-Through 


Edited  bv  Edward  Giltenan 


Bondholders  fight  back 


For  Southland's  J  ere  T/jompson,  a  smaller  equity^  slice 


Deltec  Securities  President  John 
Gordon  has  just  won  one  for  fel- 
low Southland  Corp.  bondholders,  in- 
cluding corporate  raider  Carl  Icahn 
and  New  York  bankruptcy  investor 
Martin  Whitman.  As  Forbes  urged  in 
May,  Gordon  prodded  Southland 
management  to  give  bondholders  a 
better  deal  than  the  company  had  of- 
fered as  part  of  its  initial  financial 
restructuring  program. 

Southland's  defaulted  bonds  re- 
sponded nicely,  with  some  of  them 
rising  from  33  cents  on  the  dollar  to 
52  cents  on  the  dollar.  Southland 
owns  the  7-Eleven  convenience  store 
chain,  which  sank  under  the  weight  of 
debt  incurred  in  a  management-led 
buyout. 

Under  the  new  deal,  bondholders 
will  receive  $65  million  in  annual  in- 
terest payments,  versus  nothing  un- 
der management's  original  plan. 
Bondholders  and  preferred  sharehold- 
ers will  also  be  given  25%  of  the  com- 
pany's equity,  up  from  10%.  The 
firm's  founders,  the  Thompson  family 
of  Dallas,  agreed  to  cut  their  remain- 
ing equity  stake  to  5%,  from  15%. 

Meanwhile,  Ito-Yokado,  the  retail- 
ing chain  that  brought  7-Eleven  stores 
to  Japan,  has  agreed  to  pay  $430  mil- 
lion for  70%  of  Southland's  stock;  pre- 
viously it  had  sought  a  75%  stake  for 
only  $400  million. 

Junkholders  of  the  world,  unite; 
you  have  more  power  than  you  may 
think.  — Matthew  Schifrin 


Rank,  rankled 

An  article  in  the  last  issue  of  Forbes 
■about  the  U.K.'s  Rank  Organisa- 
tion predicted  that  Rank's  $150  mil- 
lion acquisition  of  Deluxe  film  lab, 
the  second-largest  motion  picture 
film  processing  company  in  North 
America,  would  be  approved  by  the 
Justice  Department.  It  was  a  hasty 
prediction.  On  July  17,  Justice  an- 
nounced its  intention  to  file  an  anti- 
trust suit  to  block  the  deal. 

The  problem  is  that  Rank,  an  ag- 
gressive theme  park  operator,  already 
owns  Film  House  of  Toronto,  the 
third-largest  film  processor.  Rank  ex- 


ecutives say  they  will  fight  the  Justic 
Department's  lawsuit  "vigorouslyJ 
But  Justice  hasn't  lost  a  court  cha) 
lenge  to  antitrust  law  since  198d 
We've  made  wrong  predictions  befor 
but  rarely  one  that  went  wrong  sj] 
quickly. — Jeffrey  Ferry 


Sold,  to  the  low  bidder 

Even  as  the  Wall  Street  brokerage 
Thomson  McKirmon  lies  in  Chap 
ter  1 1  bankruptcy  proceedings,  this 
pillaging  continues. 

As  Forbes  reported  a  year  agoji 
Thomson  McKinnon's  demise  for 
lowed  years  of  management  excess'. 
Top  managers  provided  themselves 
with  the  private  use  of  a  97-foot  yach 
and  fancy  company  apartments  ir 
Puerto  Rico  and  Manhattan.  They 
also  took  interest-free  million-doUai 
loans  and  salaries  exorbitant  even  b> 
Wall  Street  standards.  Rank-and-fik 
employees,  who  saw  their  retirement 
plan  disintegrate,  filed  a  class  actior 
suit  seeking  some  $100  million  ir 
damages. 

Today,  the  only  asset  of  any  reail 
value  that  Thomson  holds  is  its  stake 


Clirm^ar 


Should  Rank  stick  to  theme  parks? 


No  more  Thomson  McKinnon  voyages 

in  Thomson  McKinnon  Asset  Man- 
agement L.P.,  a  group  that  manages  $7 
billion  in  private  accounts  and  Thom- 
son mutual  funds.  In  late  July  Thom- 
son announced  that,  subject  to  several 
conditions,  it  had  sold  its  asset  man- 
agement division  to  an  insider  outfit 
called  Thomson  Advisory  Group.  The 
price?  Under  $7  million,  a  bargain, 
considering  that  tmam  earned  $16 
million  last  year. 

Were  there  other  bidders  for  the 
company?  Management  says  only, 
"There  was  interest."  In  fact,  as  long 
ago  as  Feb.  15  of  this  year,  a  fully 
financed  cash  offer  of  $28  million  was 
made  by  Private  Capital  Partners,  a 
New  York  investment  firm.  Even 
though  the  offer  was  four  times  great- 
er than  the  insiders'  price,  the  deal 
went  nowhere  and  was  never  made 
public.  Thomson  had  yet  to  file  for 
bankruptcy,  so  there  was  no  court 
overseeing  the  deal. 

The  firm's  creditors  are  scheduled 
to  meet  sometime  this  month  and 
will  probably  discuss  the  matter  at 
great  length. — Gretchen  Morgenson 
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At  last.  A  Range  Rover  that  worft  last  forever. 


t's  the  Great  Divide  limited  edition 
.ange  Rover. 

A  special  1991  Range  Rover 
esigned,  not  surprisingly,  to  com- 
lemorate  our  grueling  1,123  mile 
xpedition  through  the  Rockies  and 
cross  the  Continental  Divide. 

It's  painted,  appropriately 
nough,  in  spectacular  Alpine  White, 
nd  from  its  front  bull  bar  to  its 


individually  numbered  badge,  it's 
brimming  with  features  and  ameni- 
ties that  make  it  even  more  luxuri- 


GRANGE  ROVER 


ous  than  the  already  luxurious 
standard  Range  Rover 

To  see  one  of  these  exceptional 
vehicles,  call  1-800  FINE  4\VD  for 
the  name  of  a  dealer  near  you. 

Do  hurry,  though. 

After  all,  this  special  Range 
Rover  will  last  every  bit  as  long  as 
every  rugged,  durable  Range  Rover 

But  not  on  the  showroom  floor. 


IL 


Having  fed  the 
calves  and 
tended  the 
Arabian  show 
horses . . . 


Margaret 

Dunbar 
is  on  her  way 
to  the  office 
to  open 
her  mail. 


And  ours. 


As  Manager  of  the  Lands' 
End  Customer  Service 
Department,  Margaret  Dunbar 
supervises  the  125  people  who 
deal  with  the  mail  and  the 
phone  calls  that  come  in  each 
day  from  the  most  important 
people  in  our  business  lives . . . 
our  customers. 

Some  of  the  calls  and  letters 
are  warm  and  friendly.  Some 
are  a  little  more  heated.  But 
Margaret  and  her  people 
respond  to  them  all  with  great 
respect,  in  keeping  with  our 
obsession  with  the  ultimate  in 


customer  service. 

She  and  her  husband,  Don, 
live  in  the  same  house  where 
they  raised  their  daughters, 
Jill,  Karen  and  Janet.  Home  is 
on  a  239-acre  farm  IVi  miles 
from  Dodge ville.  When  her  day 
with  us  is  done,  she  drives  those 
7'/2  miles  home  to  where  they 
live.  After  all,  there  are  evening 
chores  to  do.  And,  of  course, 
tomorrow  is  another  day. 

This  kind  of  dedication 

is  not  rare 

at  Lands'  End. 


When  you  undertake  to  run  a 
business  like  ours,  which 
depends  so  heavily  on  the  day- 
in-and-day-out  dialogue 
between  us  and  our  customers, 
you  need  people  like  Margaret. 
Down  to  earth  people.  Warm. 
Friendly.  Outgoing.  Not 
because  they're  paid  to  be,  but 
because  that's  how  they  really 
are.  And  because  so  many  of 
our  people  are  rooted  in  the 
good  earth  of  Dodgeville  and 
its  rural  environs,  their  spirit 
infuses  the  company  for  which 
they  work  just  as  it  enriches 


the  lives  they  lead  before 
after  hours. 


Ill 


The  kind  of  people  we  a 
fits  the  kind  of  products 
we  offer. 


We  feel  quite  sure — thouj 
"research"  would  probabl; 
never  detect  it — that  one  \ 
reason  for  such  success  as 
Lands'  End  has  enjoyed  t( 
date  is  the  fact  that  we, 
ourselves,  feel  comfortabl 
with  the  merchandise  we  ol 
Clothing  and  soft  luggage 


se 


II'? 


.ically  traditional,  that 
I  rates  the  natural  fibers 
[er  Earth  provides, 
[truction  techniques  that 
[leavily  on  the  human 

,  and  its  practiced  skills. 

Jting  practices  that  are 

-not  convoluted  through 
[;  of  bureaucracy — so  that 

i  can  reflect  value,  not 

I,  and  thus  help  us  build 

Jnships,  not  merely 

I  sales. 

/en  our  guarantee  comes 
to  a  simple, 
^■)nsin  handshake  as  it  can 


in  two  no-nonsense  words: 
GUARANTEED.  PERIOD.' 

May  we  give  you 
our  phone  number? 

If  you  have  yet  to  experience 
the  simplicity  and  warmth  with 
which  our  people  undertake  to 
serve  you,  please  call  our  toll- 
free  number  (1-800-356-4444) 
and  let  the  voice  that  answers 
be  your  introduction  to  Lands' 
End  Direct  Merchants — an 
unusual  American  company, 
served  well  by  unusually 


devoted  people. 

Or,  if  you  want  to  make 
Margaret  Dunbar's  day,  fill  in 
the  coupon  at  right,  and  she'll 
see  that  our  latest  catalog  gets 
off  in  the  mail  to  you,  before 
she  heads  for  the  parking  lot. 


Please  send  free  catalog. 

Lands'  End     Dept.  H-21 
Dodgeville,WI  53595 


Name . 


Address . 


City. 


State. 


-Zip. 


t'1990.  Lands  End,  hic. 


n  Please  send  information  about 
your  new  international  service. 

\\ttte  or  call  toll-free: 

1-800-356-4444 


i.U^ 


Forbes  Informer 


Edited  by  Eric  Schmuckler 


Dragged 

The  Pharmaceutical  Manufacturers 
Association,  which  represents  the  big 
drugmakers,  has  been  caught  snooz- 
ing. The  usually  vigilant  pma  thought 
it  had  killed,  at  least  for  this  year,  a 
bill  pushed  by  Senator  David  Pryor 
(D-Ark.)  that  attempted  to  strong- 
arm  drugmakers  into  giving  discounts 
of  at  least  15%  to  Medicaid,  the  feder- 
al/state program  for  the  poor.  Medic- 
aid vs^ill  spend  more  than  $5  billion  in 
federal  and  state  funds  on  drugs  next 
year;  the  program  accounts  for  as 
much  as  15%  of  revenues  for  pharma- 
ceutical companies. 

But  the  idea  didn't  die.  In  a  surprise 
move,  White  House  Budget  Director 


Richard  Darman  has  revived  it  as  a 
part  of  the  budget  summit  talks.  Dar- 
man's  staff  figured  the  federal  govern- 
ment could  save  hundreds  of  millions 
of  dollars  a  year  through  Medicaid 
drug  discounts;  the  Bush  Administra- 
tion v^ill  now  put  its  own  scheme  to 
pressure  drugmakers  to  cut  prices 
into  the  budget. 

"It's  the  drug  industry's  worst 
nightmare,"  says  Hemant  Shah,  an 
independent  drug  analyst  in  Warren, 
N.J.  "They  could  attack  an  indepen- 
dent bill,  but  as  a  part  of  the  budget 
it's  impossible  to  stop." 

Things  could  get  worse.  Drug  in- 
dustry lobbyists  fear  that  once  Medic- 
aid gets  its  discounts,  private  medical 
insurers  will  demand  similar  price 
deals. — Janet  Novack 

Hurry  up 

McDonnell  Douglas  has  been  hit  by 
defense  department  cutbacks  and  cost 
overruns  on  its  civilian  and  military 
projects.  Indeed,  the  $15  billion  (sales) 
company  announced  that  it  was  lay- 


14 


ing  off  as  many  as  17,000  workers  to 
cut  expenses  and  help  reduce  its 
mountainous  debt  load. 

The  one  strong  ray  of  sun  is  the 
MD-11,  a  long-range  commercial  jet- 
liner designed  to  compete  with  Air- 
bus' A340  plane  and  Boeing's  newly 
announced  777.  With  157  firm  orders 
for  the  MD-11  so  far,  the  company's 
very  future  looks  to  be  riding  on 
prompt  delivery.  The  company  says 
the  FAA  will  have  completed  its  air- 
worthiness tests  on  the  MD-11  in 
time  for  some  fourth-quarter  deliver- 
ies. But  some  company  insiders  con- 
fide that  as  of  late  July  the  plane  was 
only  halfway  through  its  faa  trials. 
What's  more,  substantial  problems  in 
the  MD-ll's  fancy  cockpit  computer 
software  could  delay  the  plane's  deliv- 
ery well  into  the  first  quarter  of  1991, 
possibly  even  the  second.  Already  fly- 
ing pretty  close  to  the  edge,  McDon- 
nell Douglas  does  not  need  a  delay  on 
the  MD-1 1. — Gretchen  Morgenson 

Failing  upward 

It's  good  to  know  that  at  least  some 
out-of-work  Wall  Streeters  are  land- 
ing on  their  feet.  Take  the  former  top 
brass  at  Thomson  McKinnon,  the 
100-year-old  brokerage  that  collapsed 
in  June,  a  victim  of  mismanagement 
and  the  astounding  greed  of  its  own 
executives  (see  Follow-Through,  p.  10). 
J.  Ronald  Morgan,  once  the  firm's 
chairman,  now  hangs  his  hat  at  Per- 
shing Keen  &  Co.  Ltd.,  the  clearing- 


house division  of  Donaldson,  Luikii 
&  Jenrette  in  London.  His  new  job 
Managing  director  and  chief  execu 
tive  officer  of  the  firm. 

Philip  Fahey,  formerly  Thomson'; ' 
president,  is  also  doing  nicely.  He  waf 
a  member  of  the  liquidation  staf 
that's  selling  Thomson  McKinnon'f 
few  remaining  assets.  His  remunera 
tion  for  this  task  was  handsome  in 
deed:  Fahey  received  at  least  his  annu 
al  Thomson  compensation,  estimatec 
to  approach  $1  million.  How's  that  foi 
failing  upward? — G.M. 

Strange  bedfellows 

Four-year-old  Shearson  Union  Squari 
Associates,  a  $72  million  limite 
partnership  that  owns  the  Grand  Hy- 
att San  Francisco,  hasn't  paid  a  distri 
bution  since  1988.  It  is  the  defendant 
in  four  unit-holder  lawsuits.  Guess' 
who's  helping  the  unit  holders?  Orga 
nized  labor. 

Last  month  a  lawryer  paid  for  by  thel 
300,000-member,  Washington  D.C.-ti 
based  Hotel  Employees  &.  Restaurant' t 
Employees  International  Union  ap- 
peared in  court  on  behalf  of  dissident 
investors.  He  was  representing  850 
limited  partners,  who  had  responded:  i 
to  a  union-financed  mailing  and  indi-  t 
cated  they  were  opposed  to  a  settle-  ] 
ment  offered  to  unit  holders  by  the  -i 
partnership's  sponsor,  Shearson  Leh-i< 
man  Hutton.  The  union  lawryer  as-  > 
serted  the  settlement  was  inadequate,  i 
and  urged  the  court  to  reject  it.  The  j 
union  wants  Shearson  to  guarantee 
investors'    principal.    Shearson    de- 
clines to  comment  because-  it  is  in 
litigation. 

The  union  was  acting  out  of  con- 
cern not  for  unit  holders  but  for  itself: 

Gerry  Gropp 


y; 


The  Grand  Hyatt  in  San  Francisco 

Why  is  the  vaiion  carrying  the  bags  for  investors? 
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It  is  afraid  that  management  in  this 
and  other  financially  troubled  hotels 
will  use  their  money  problems  to  try 
to  decertify  the  union.  Says  union  re- 
search analyst  Matthew  Walker,  "By 
working  with  limited  partners,  we  are 
protecting  our  mutual  interests." 

In  fact,  this  is  the  union's  second 
offer  of  help  to  unit  holders  of  a  soured 
Shearson  hotel  partnership.  Last  year 
union  staffers  sent  letters  to  Shearson 
brokers  and  took  out  an  ad  in  the  Wall 
Street  Journal  warning  of  problems  at 
the  Radisson  Plaza  Hotel  in  Los  Ange- 
les, after  payroll  checks  began  bounc- 
ing and  the  hotel's  management  re- 
fused to  sign  a  new  contract.  Shearson 
eventually  brought  in  a  new  general 
manager;  the  workers  got  their  con- 
tract. Expect  more  such  unholy  alli- 
ances, as  the  hotel  industry  sags  with 
overcapacity  and  shaky  financing,  be- 
tween disgruntled  workers  and  unhap- 
py limited  partners. — Ruth  Simon 

Some  set  up 

Those  new  kids  on  the  block  at  Sony 
Corp.'s  Columbia  Pictures,  Jon  Peters 
and  Peter  Guber,  appear  to  have  got- 
ten the  deal  they  wanted,  again.  As 
usual  for  Columbia,  the  price  was 
high.  Last  month  production  was 
abruptly  halted  on  Columbia's  much- 
hyped  film  Radio  Flyer,  after  just  two 
weeks  of  shooting.  This  was  the  script 
that  Columbia  bought  with  great  fan- 
fare for  a  reported  $1  million;  as  part 
of  the  deal,  scripter  David  Mickey  Ev- 
ans, with  nary  a  major  movie  to  his 
credit,  insisted  that  he  make  his  debut 
as  the  film's  director  as  well. 

The  production  halt  was  Evans' 
pink  slip  as  director.  Instantly,  the 
Hollywood  rumor  mill  had  it  that  the 
whole  thing  was  a  Guber-Peters  set- 
up; that  they  were  hot  for  the  script, 
but  never  intended  to  let  him  direct. 
After  all,  even  before  production  be- 
gan, Hollywood  insiders  whispered 
that  Richard  Dormer,  not  Evans, 
would  direct  the  film. 

Now  Donner  (Superman,  Lethal 
Weapon)  has  indeed  signed  on,  for  a 
reported  $5  million.  Production  is  ex- 
pected to  resume  in  October.  Evans 
will  now  be  credited  as  a  producer  as 
well  as  writer. 

The  setup  rumor  was  a  juicy  one. 
Too  bad  it  isn't  true.  In  fact,  the  fran- 
tic last-minute  scramble  to  hire  Don- 
ner got  him  top  dollar — plus  a  produ- 
cer's credit  and  a  $1  million  salary  for 
his  wife.  Besides,  if  it  was  all  planned 
in  advance,  there'd  be  no  need  to  stop 
and  start  production,  which  will  add 
hundreds  of  thousands  to  the  budget. 
In  the  end,  Columbia  got  both  the 
script  and  the  director  it  wanted,  but 
it  didn't  come  cheap. 
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STABLE  $1  SHARE  PRICE 


Fidelity  Tax-Free 
Money  Market! 

Our  federally  tax-free  money  market  fund,  Fidelity  Tax- 
Exempt  Money  Market  Trust,  seeks  high  current  income  free 
from  federal  income  taxes.  The  fund  also  offers  you: 

•  Stability  of  principal      •  Free  checkwriting 

•  Low  $5,000  minimum    •  24-hour  toll-free  service 

If  you're  in  a  higher  tax  bracket,  it  may  be  time  to  consider 
Fidelity  Tax-Exempt  Money  Market  Trust.  Call  today  for  more 
information! 


1-800-544-8888  24  Hours 


Fidelity  Tax-Exempt  Money  Market  Trust.  For  moi  t  complete 

information,  including  management  tees  and  expenses,  call  or  write  for  a  free  pro 
spectus.  Read  it  careaillv  before  voii  invest  or  send  nionev.  Fidelity  Distributors 
Corporation  (General  Distribiiticin  Agent),  P.O.  Box  ()()0(>()3,  Dalhls,  TX  752()()-( 
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EXCESS 
INVENTORY 

IS  CHANCING 
HIS  LIFE 


Anthoine  has  the  chance  to  break  the 
vicious  cycle  of  poverty  which 
strangles  his  neighborhood.  Up  until 
now  his  best  "career"  opportunity 
would  be  gangs  and  drugs. 

That  was  before  EAL. 

Even  though  he's  still  in  8th  grade, 
Anthoine  knows  there's  a  college 
scholarship  waiting  for  him.  EAL's 
"Excess  Inventory  for  Scholarships" 
program  is  giving  him  the  hope  and  in- 
centive he  needs  to  finish  high  school. 

If  your  company  has  excess  inven- 
tory, you  can  change  a  life  by 
donating  it  to  EAL. 

For  Mare  Details 
Call  708/mO-OOIO 
Peter  Roskam 
^■■/-\H  Executt\Je  Director 

Eduoatlonal  Assistance  Ltd.w 

P.O   BOX  3021  GLEN  ELLYN,  ILLINOIS  60138 
FAX  (708)690-0565 
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Now  our  famous  Post-it™  brand  notes 
are  even  faster  to  use.  And  easier  to  find  on 
your  desk,  too.  Because  thiey're  delivered 
to  you  one  at  a  time  from  our  handy  new 
"Post-it"  Pop-Up  note 
dispenser.  Available  in  2 
sizes  and  4  colors,  along 
witfi  our  special  fan-folded 
notes,  at  your  local  office, 
school  or  art  supply  dealer. 

3M  Commercial  Office  Supply  Division.  "Post-it"  is  a  trademark  ot  3M,  C'  1990, 3M. 


,^'«' 


*„J-""      ! 


3M 


Readers  Say 


Drivin'  my  life  aivoy 

Sir:  Re  "Trading  free  time  for  better 
housing"  (July  23)  Now  I  know  the 
housing-price  bubble  is  about  to 
burst.  How  could  Forbes  fail  to  see 
through  the  mania  gripping  a  market 
where  people  are  crazy  enough  to  in- 
vest in  desert  homes  that  require  a 
four-hour  daily  commute? 
— Steiv  Upson 
Dallas,  Tex 


Let  it  rain 

Sir:  Don't  ask  me  to  cry  over  the 
water  shortage  in  southern  California 
("Drought,  "/7//).?.^).  They've  had  over 
25  years  to  prepare  for  the  cutback  of 
water  from  the  Colorado  River,  and 
it's  not  exactly  a  new  phenomenon 
that  the  region  is  dry.  Besides,  if  the 
market  system  was  working  so  well, 
there  should  have  been  a  flood  of 
products  to  control  water  use. 
— Mark  E.  Cassel 
West  Chester,  Fa. 

Sir:  The  practical  solution  is  for  farm- 
ers to  pay  a  fair  price  for  water.  They 
would  then  stop  planting  water-inten- 
sive crops,  such  as  alfalfa,  cotton  and 
rice,  and  would  use  water-conserving 
irrigation  systems. 
— Herbert  W.  von  Colditz 
Alameda,  Calif. 

Sir:  I  live  in  the  Owens  Valley,  where 
Los  Angeles  gets  most  of  its  water.  I 
can  see  what  has  happened  to  this 
valley  already  as  a  result  of  Los  Ange- 
les' rapacious  water  grab,  and  see  no 


Aleiandro  Tomis 
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Painting  the  grass  green 


reason  for  turning  this  valley  into 
desert  to  make  greedy  land  developer 
and  farmers  rich.  i 

—S.J.  Have  \\ 

Independence,  Calif.  ' 

Sir:  The  statement  that  grass  for  livt 
stock  sucks  up  enough  water  to  sup 
ply  all  of  California's  current  popula 
tion  is  ludicrous.  Livestock  are  raiser 
on  grass  fed  by  nature's  rainwater,  no 
by  irrigation. 

— Kim  A  Oviatt  ' 

Kayo  Ranches 
Visalia,  Calif 


Many  foctors 

Sir:  Re  Ben  Weberman's  colunm  (Jul 
2M  Judging  a  municipal  bond  insure; 
solely  by  its  risk-to-capital  ratio  i; 
arbitrary  and  inadequate,  mbia's  Tri 
ple-A  rating  is  based  on  an  analysis  o 
many  factors,  including  the  resource; 
we  have  to  pay  claims  under  severe 
economic  conditions  and  the  quality 
of  our  insured  portfolio. 
— William  O.  Bailey 
Chairman 

MBIA 

Armonk,  N.Y. 


Clearojeanas 

Sir:  Re  your  Fact  and  Comment  pro 
posal  on  how  Neutrogena  should  di 
versify  into  apparel  as  short-lasting  as' 
the  soap  (June  25).  You  missed  the! 
most  salient  selling  point:  Make  the 
jeans  equally  translucent  as  the  soap! 
Now  that  would  make  the  product 
worth  the  premium  price. 
—Jonathan  O.  Bloom  , 

Union,  NJ. 


Interest  in  growth 

Sir:  Your  article  "The  gospel  accord- 
ing to  Knut  Wicksell"  0uly9)  perpetu- 
ates some  damaging  myths.  The  Fed's 
flat  yield  curve  policy  is  bad,  and  not 
even  Wicksellian.  It's  just  the  Phillips 
curve  in  another  guise — a  new  justifi- 
cation for  slow  growth  from  people  I 
thought  were  pro  growth  all  the  way. 
As  Milton  Friedman  says,  the  real  rate 
is  4%,  not  8.35%  or  8.5%,  the  yield  on 
long  bonds. 

If  the  Fed  wants  to  use  a  credit  price 
rule,  then  target  the  yield  on  long- 
term  Treasurys  at  4%.  Let  markets 
determine  short  rates,  the  quantity  of 
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money,  the  gnp  growth  rate  and  ev- 
erything else.  Inflation  expectations 
will,  practically  by  definition,  be  zero. 
That   would   put   the   Fed's   money 
where  its  mouth  is. 
— David  Ranson 
H.C  Wainivright  &  Co. 
Economics,  Inc. 
Boston,  Mass. 


Tax  'em  hi^ 

Sir:  Charles  Babin  understates  U.S. 
voters'  favoring  a  tax  hike  on  the 
wealthy  (July  23).  No  one  can  justify  a 
progressive  income  tax  for  low-  and 
middle-income  groups  with  no  pro- 
gressive income  tax  for  the  rich  and 
superrich. 
—Joseph  R.  Rowen 
Longboat  Key,  Fla. 


uct 


Wrong  impression 

Sir:  Re  "Totally  tubular"  (/wn^  25). 
You  write  that  Virgil  Rath  founded 
his  company  by  buying  the  bankrupt 
factory  that  sold  him  his  wares.  My 
father,  Roy  L.  Meyers,  owned  that 
company,  and  was  never  bankrupt. 
He  retired  from  the  business  because 
government  controls  prevented  him 
from  making  a  profit.  Perhaps  the  fact 
that  his  business  was  sold  at  auction 
gave  the  bankrupt  impression. 
— Mrs.  Helen  Meyers  Graham 
Janesinlle,  U/k 


i  <tuarterly  devastation 

Sir:  Forbes  referred  to  the  environ- 
mental concerns  of  groups  in  Point 
Comfort,  Tex.. as  "hysterical  media- 
.  speak"  because  they  object  to  waste- 
water violations  by  the  Formosa  Plas- 
tics Group  project  (Follow-Through, 
June  11).  I  suppose  it  would  be  more 
"profitable"  if  we  could  just  devastate 
the  entire  planet  to  show  a  few  good 
fiscal  quarterly  reports. 
— Peter  G.  Rivard 
Montreal,  Canada 


Sponsored 

Sir:  Our  adrs  are  erroneously  de- 
scribed on  page  336  as  being  unspon- 
sored  (July23J.  The  securities  are  most 
definitely  sponsored,  as  correctly 
pointed  out  in  the  other  tables. 
— George  Arfield 

Director  of  Corporate  Communications 
Akzo  America  Inc. 
New  York,  N.Y. 


Performance 

creates  profits. 

People  create 

performance. 


I^anagement  Recruiters. 

INo  excuses,  no  alibis. 

Just  maximum  recruiting 

performance. 


CD 


MANAGEMENT 
RECRUITERS' 


Over  400  offic 


and  recruitir>9  specia 
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Victor  Simon 

Senior  Petroleum  Engineer 

Texaco 


"We  have  a  corporate  responsibility  to  do  business  with  a 
conscience.  This  includes  ensuring  that  the  issues  we  are  all 
passionate  about — the  environment  and  the  quality  of  life — 
are  not  overlooked:' 

Victor  Simon  is  a  Texaco  Senior  Petroleum  Engineer.  He  is 
committed  to  making  certain  that  Texaco 's  oil  and  gas  operations 
in  the  Eastern  U.S.  are  conducted  in  a  manner  consistent  with 
environmental  safeguards. 

"This  responsibility  includes  more  than  just  being  attentive  to 
government  regulations.  In  every  step  of  our  operations,  from 
obtaining  emission  permits  to  ensuring  on-site  safety,  simply 
meeting  legislated  standards  isn't  enough.  We  can  and  do 
exceed  such  standards  when  we  believe  it  is  the  right  thing  to  do. 
We  have  an  obligation  to  our  employees,  our  contractors,  our 
customers  and  the  people  in  the  communities  around  us  to  act 
with  their  interest  in  mind,  not  just  react!' 

Victor  and  his  group  have  a  commitment  to  corporate  quality 
that  goes  beyond  standard  business  practice.  They  have  a  driving 
desire  to  succeed  without  wasting  time  or  energy;  to  make  sure 
that  when  a  job  is  done,  it's  done  right  the  first 
time  and  every  time. 

"Basically,  good  business  isn't  just  bottom-line 
efficiency.  It's  also  safety  on  the  job — whether 
you're  drilling,  producing  or  supplying.  It's  respect 
for  the  environment  and  for  each  other." 

It's  also  people  like  Victor. 


W 


star  of  the 
American  Road 


TEXACO-WE'VE  GOT  THE  ENERGY. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes  Jr.,  Editor-in-(]hief 


HOW  TO  IGNITE  A  HRE  STORM  ON  TAXES 

Eliminate  or  limit  federal  deductions  for  local  tax  payments.  The  pain  of  paying 
these  levies  will  become  acute.  Politicos  will  face  withering  volleys  from 
unhappy  voters.  A  wave  of  tax  cuts  and  local  spending  reductions  will  result. 

BOGUS  ARGUMENT 


One  of  the  principal  arguments  against  a  capital  gains 
tax  cut  is  that  the  reduction  would  cost  the  government 
I  revenues  over  a  five-year  period.  Opponents  acknowledge 
that  in  the  first  year  or  two,  receipts  would  go  up,  but  they 
maintain  that  this  merely  steals  revenues  in  future  years 
and  that  with  rates  lower,  the  government  will  end  up 
with  less  dough. 

The  argument  is  fallacious.  It  assumes  there's  a  fixed 
amoimt  of  capital  gains  that  will  be  harvested  regardless  of 
the  rate. 

A  lower  levy  would  stimulate  enterprises.  It  would  free 
capital  to  go  to  the  most  promising  opportunities.  Govern- 
ment would  end  up  gaining. 


Look  at  history.  In  1978  the  rate  was  cut  from  a  maxi- 
mum of  49%  to  28%.  The  Treasury  Department  warned 
that  such  a  steep  reduction  would  cost  the  government  $2 
billion.  Instead,  revenues  in  1979  went  from  $9.1  billion  to 
$1 1.7  billion  and  climbed  higher  each  subsequent  year.  In 
the  early  1980s  the  levy  was  downsized  again  to  20%. 
Between  1981  and  1986,  federal  collections  of  this  tax 
zoomed  from  around  $13  billion  to  over  $49  billion. 

But  in  1987  the  capital  gains  tax  was  sharply  boosted. 
Result:  Receipts  fell  34%. 

The  same  pattem  is  true  on  the  state  level.  After  1986, 
local  collections  from  this  exaction  fell  far  short  of 
expectations. 


THERE'S  MORE  TO  THE  RUSSIAN  REVOLUTION  THAN  MIKHAIL  GORBACHEV 


American    and    European    policymakers    haven't    yet 
grasped  the  full  potential  of  the  democratic  movement  in 
the  Soviet  Union  (see  interview, p.36).  Boris  Yeltsin's  ascent, 
for  example,  is  being  mate- 
rially helped  by  democrat- 
ic activists. 

Three  of  these  emerging 
leaders  recently  visited  us: 
Victor  Aksyuchits,  Father 
Gleb  Yakunin  and  Valery 
Borschov.  They  head  up 
the  new  Christian  Demo- 
cratic party.  Father  Ya- 
kimin  spent  five  years  in       (l.tor.)Valery  Borschoi>,  MSF jr.,  Victor  Aksyuchits,  Father  Gleb  Yakunin 


They  and  others  like  them  arc  no  parlor  politicians. 
They  are  street  smart  and  tough.  They  are  fervent  believers 
in  democracy  and  free  enterprise  and  are  receptive  to  bold 

^  ideas.  The  Moscow  City 
f  Council,  for  example,  is 
enacting  legislation  to  give 
residents  the  apartments 
they  now  occupy.  There 
will  be  no  restrictions  on 
buying  or  selling  these 
apartments  or  passing 
them  on  to  heirs.  The  ef- 
fect will  be  revolutionary, 
similar  to  Czarist  Prime 


the  Gulag  for  his  anti-communist  activities  and  is  now  a 
member  of  the  new  Russian  Parliament.  Aksyuchits,  a 
noted  theologian,  and  Borschov,  a  member  of  the  Moscow 
City  Council,  were  continually  harassed  after  they  each 
quit  the  Communist  Party  1 1  years  ago. 
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Minister  Stolypin's  reforms  of  1906-11  that  gave  land  to 
millions  of  peasants.  If  people  own  property,  their  political 
attitudes  change  significantly. 

The  Communist  Party  is  rapidly  losing  legitimacy  and 
the  best  and  brightest  are  quitting  a  la  Yeltsin.  These 
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activists  say  that  Gorbachev  must  do  the  same  within  the 
next  12  months  if  he  is  to  maintain  his  authority. 

Such  democrats  as  Father  Yakunin  vigorously  disassoci- 
ate themselves  from  the  extreme  nationalists  that  some 
Western  writers  consider  to  be  the  only  non-Communist 
alternative  to  Gorbachev.  Moderates  easily  outvote  ex- 
tremists in  elections. 


Even  if  all  goes  well,  it  will  still  take  years  for  Russia  to 
achieve  Westem-style  democracy.  And  authoritarian  reaci 
tionaries  could  ultimately  triumph.  But  there's  no  doubl 
that  a  growing  nucleus  of  revolutionaries  wants  to  mak^ 
democracy  a  reality.  Why  doesn't  the  U.S.  actively  aid  ther 
by  providing  training,  printing  equipment,  paper  (supplied 
of  which  are  controlled  by  the  government)  and  the  like? 


MIDEAST  MUSSOLINI 


Iraqi  dictator  Saddam  Hussein  is  on  a  rampage  agam, 
having  just  forced  Kuwait  to  boost  oil  prices  by  moving 
up  100,000  of  his  troops  to  Kuwait's  border.  He  also 
plans  to  shake  down  the  tiny  kingdom  for  billions  of 
dollars  in  "reparations"  for  trumped-up  "damages." 

With  his  centralized  economy 
floundering — only  immense  oil  re- 
serves prevent  a  collapse — Hussein 
is  looking  for  easy  conquests  to  ease 
pressure  at  home. 

What  is  to  stop  Hussein  from  seiz- 
ing Kuwait  and  other  oil-rich  neigh- 
bors? His  army  numbers  more  than 
Kuwait's  entire  population.  The  U.S. 
has  responded  to  Iraq's  recent  ma- 
neuvers by  deploying  naval  and  air 
forces  to  the  Persian  Gulf.  But  Hussein  may  think  that  the 
U.S.  would  not  intervene  directly  if  he  went  to  war. 

No  wonder.  Iraq  is  now  one  of  the  world's  great  military 
powers:  It  has  an  army  larger  than  that  of  the  U.S.  Its 


battle-hardened  troops  held  off  Iran  in  an  eight-year  war| 
(started  by  Hussein)  that  took  over  a  million  lives. 

Bloodthirsty  Hussein  is  expanding  his  inventory  of  me- 
dium-range missiles  and  is  building  up  a  stockpile  of 
chemical  weapons.  He  used  chemical  weapons  againstl 
Kurdish  civilians  in  his  own  country,] 
and,  of  course,  against  the  Iranians. 
He    has    threatened    to    use    theml 
against  Israel.   He  is  also  working) 
hard  at  developing  nuclear  weapons. 
This    thug,    who    has    murdered  | 
countless  thousands  of  innocent  peo- 
ple, is  a  reminder  that  despite  the! 
Kremlin's     internal     troubles,     the  | 
world  remains  an  unsafe  place. 
The  U.S.,  Israel  and  Western  Eu- 1 
rope,  not  to  mention  other  Arab  countries,  should  be 
thinking  hard  about  how  to  curb  this  madman.  Despite 
Iraq's  gangster  behavior,  though,  the  U.S.  still  hasn't  im- 
posed even  economic  sanctions  against  Baghdad. 


UNITED  ARAB  EMIRATES 


INFORMATIVE  FARE 


Those  who  still  think  of  the.  Reader's  Digest  as 
simply  a  compendium  of  pieces  on  how  to  lose 
weight  and  how  couples  can  improve  their  sex 
lives  should  look  at  the  August  issue. 

There  are  several  particularly  good  articles. 
One  is  on  the  need  for  a  capital  gains  tax  cut. 
Another,  by  Dr.  Frederick  Seitz,  renowned  sci- 
entist and  former  president  of  Rockefeller  Uni- 
versity, persuasively  discusses  why  we  must 


revive  nuclear  energy.  A  third  piece  profiles 
the  charitable  side  of  one  of  the  great  retailers 
of  our  age,  Milton  Petrie.  And  noted  political 
scientist  and  demographer  Ben  Wattenberg 
quickly  lays  out  the  case  for  the  U.S.'  future's 
being  brighter  than  many  observers  believe. 

The.  Digest  is  achieving  the  impossible  feat  of 
providing  something  of  interest  for  everyone — 
and  doing  it  succinctly  and  effectively. 


PERESTROIKA  FOR  BASEBALL 

David  Halberstam's  bestseller  Summer  of  '49,  now  in     ing  games,  fearing  attendance  would  suffer.  Today  more 
paperback,  provides  an  ever-useful  lesson:  Free  markets     than  twice  as  many  people  troop  to  the  ballparks  as  did  before 


work.  While  detailing  how  the  formidable  Red 
Sox  blew  it  to  the  Yankees  more  than  40  years 
ago,  the  volume  also  gives  us  a  timely  reminder 
that  baseball  owners  are  often  the  game's  worst 
enemies,  resisting  every  progressive  change.  Free 
enterprisers  they  have  not  been. 

For  decades  major  league  moguls  kept  blacks  off 
their  teams,  depriving  themselves  of  hundreds  of 
talented  players.  Most  owners  were  leery  of  televis- 


the  advent  of  TV.  In  the  1970s  owners  declared 
that  letting  players  go  to  the  team  offering  the  best 
deal  would  bankrupt  baseball.  The  price  of  baseball 
teams  has  zoomed  and  TV  revenues  have  soared, 
despite  players'  stratospheric  pay.  This  so-called 
free  agency  has  made  pennant  races  more  exciting: 
There  is  no  way  in  a  free  market  that  the  Yankees 
could  have  kept  a  hammerlock  on  so  much  talent 
as  they  did  from  the  1920s  to  the  mid-1960s. 
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WILFRED  ^mNTS  YOU  To 
lEMBER  US  NOT  MERELY  FOR 

OUR  Graciousness  But 

3R  HIS  UGHTER-THAN-AIR- 
)LESTER0L-FREE  OMELH] 


.^. 


Four  Sea<un>  Hotel,  Lo»  An^eUf 


His  healthiul  creations  are  prepared  with  your  taste  lor  perrection  in  mind.  But  Wiltred  is  not  alone  in  nis  passion  to  please 
s  Monique,  your  concierge,  who  charters  planes  as  easily  as  she  takes  your  phone  messages.  And  your  ^jii- 

,  Jerrrey,  with  your  ravorite  selection  from  our  Gardens  restaurant.  Because  the  desire  of       [^^|  irCflZICOnC  I^ITI'O 
iff  of  the  Four  Seasons  Hotel  at  Beverly  Hills  is  to  know  what  you  want,  even  before  you  do.  DlVlKLT  DILLO 

300  South  Doheny  Drive  at  Burton  Way,  Los  Angeles,  CA  90048  Phone  (213)  273-2222  Amemberof  1h^=]eadin^otelsofth^WoHd^  i 


STERLING 

MADE  IN  ENGLAND  BY  ROVER  CARS 


'C 

lie 

B.S 
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/(SKI  iIh-  Iniil-^lhtil 
skiHci/  iirlisiins  find 
the  lyiosi  iilinK  live 
i/iuin   rhfii  Ihcn 
shiipi-.  sinoDih  <iinl 

hiiiuht'ork  loii 
liislroiisjinish 


e  British  have  always  con- 
red  finely  worked  wood  to 
:  proper  companion  on  a 
y  drive. 

hich  is  why  the  woodcrafter's 
las  long  been  a  hallmark  of 
5h  coachwork. 
:hibiting  a  richness  and 
jty  not  possible  to  duplicate 
hetically.  graceful  walnut 
/s  for  the  Sterling  827SL  are 
culously  crafted  and  matched 
1  burls  often  more  than  one 


hundred 
years  old. 
But  rest 

assured  that  our  reverence  for 
tradition  is  not  at  the  expense  of 
such  thoughtful  touches  as  auto- 
matic temperature  control  to 
monitor  the  heating  and  air- 
conditioning.  Eight  way  power 
front  seats  with  convenient  seat 
and  mirror  position  memory  for 
four.drivers.  Eight  speaker 
cassette  stereo  realism. 


The  unique 
joy  of  athletic  hand- 
ling and  stirring  24-valve 
V6  power,  of  course, 
can  best  be  sensed  in  a 
vigorous  test  drive.  We  suggest 
you  choose  twisting,  unpredict- 
able roads  as  demanding'as  ours. 
Sterling  prices  begin  at  $26,500.* 
Even  the  $28,500*  asked  for  the 
827SL  does  not  require  you  over- 
spend for  true  British  luxury  and 
performance. 

All  the  more  reason  to  call 
I-800-622-0550  for  your  nearest 
Sterling  dealer. 


Other  Comments 


Tall  Talker 

If  other  people  are  going  to  talk, 
conversation  becomes  impossible. 

— James  McNeill  Whistler, 
in  The  Portable  Curmudgeon 

Pure  and  Simple 

My  mother's  family  love  to  boast  of 
their  long  tradition  in  the  textile  busi- 
ness. But  what,  basically,  have  they 
accomplished  but  buy  from  the  Scots 
and  sell  to  the  Jews?  Conceding  that  it 
took  a  bit  of  talent  to  squeeze  a  living 
out  of  that  transaction,  where  is  the 
basic  'contribution'?  No,  when  it's 
profit  you're  after,  why  go  about  it  the 
hard  way?  I  intend  to  be  a  stockbro- 
ker. It  is  a  profession  that  is  devoid  of 
hypocrisy.  One  attempts  to  make  the 
most  money  with  the  least  work.  It  is 
clean.  It  is  pure.  It  is  without  cant. 
— Louis  Auchincloss,  A  World  of  Profit 

A  Hold  on  Growing  Old 

The  aging  process  will  be  slowed  by 
better  nutrition,  exercise  and  preven- 
tive medicine  so  that  by  2040  a  person 
of  65  may  be  physically  comparable  to 
a  45-year-old  of  today.  Scientific  ad- 
vancements will  allow  the  terminally 
ill  to  live  longer,  but  fewer  may  want 
to.  Legal  directives  indicating  the 
point  at  which  a  patient  wishes  life- 
prolonging  treatment  to  cease  are  al- 
ready allowed  in  most  states;  by  next 
century,  such  statements  will  become 
as  common  as  indicating  the  beneficia- 


ry of.a  bank  account.  Life  expectancy, 
just  20  years  in  Greek  and  Roman 
times,  could  climb  to  85  by  2030  and 
100  by  2050.  But  many  researchers 
believe  there  is  a  limit  to  man's  longev- 
ity, that  humans  carry  an  only  slightly 
alterable  genetic  clock  that  eventually 
orders  the  body  to  shut  down. 

■  —Life 

Helping  Hand 

Moss  Hart  and  his  wife,  Kitty  Car- 
lisle, bought  a  handsome  house  in 
Bucks  County,  Pa.,  and  Hart  immedi- 
ately set  about  landscaping  it.  When 
the  job  was  done,  the  Harts  invited 
Wolcott  Gibbs,  the  New  Yorker's  dra- 
ma critic,  down  for  a  weekend,  and 
Hart  showed  him  around.  "I  brought 
in  that  clump  of  beeches  from  over 
there,"  he  said,  "and  put  them  here. 
Then  we  put  the  willows  in  to  balance 
them.  Now,  the  forsythia.  ..." 

When  he  had  given  the  complete 
tour,  he  asked  Gibbs,  "What  do  you 
think  of  it?"  Gibbs  said,  "It  just  goes 
to  show  what  God  could  do  if  he  had 
your  money." 

— Hodgepodge,  by  J.  Bryan  III 

Our  Greatest  Asset 

Over  200  years  ago  Adam  Smith 
wrote  the  recipe  for  creating  wealth, 
an  Inquiry  into  the  Nature  and  Causes 
of  the  Wealth  of  Nations.  Today,  I'm 
asking  for  an  inquiry  into  the  nature 
and  causes  of  the  wealth  of  cities.  Our 
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"How  about  'No  new  taxes  after  these  new  taxes'?" 


greatest  assets  are  not  in  the  wealth  \ 
see  around  us  but  the  potential  whic 
is  unseen  ...  in  the  minds  yet  to  1 
educated,  in  the  businesses  not  y 
opened,  the  technologies  not  yet  d 
covered,  the  jobs  waiting  to  be  create 

This  is  a  country  of  dreams.  Ameri( 
has  long  dreamed  of  a  better  future  fi 
people  everywhere.  America's  perm 
nent  revolution  has  brought  a  fresh 
of  freedom  that's  blowing  around  tl 
world.  But  it's  also  time  to  bring  tl 
revolution  back  home  to  America 
extend  the  capitalist  economy  acro; 
our  whole  society  and  put  it  to  work  i 
all  of  our  nation's  people.  Let  us  ma 
the  decade  of  the  '90s  the  time  we  w 
the  war  against  poverty,  just  as  t 
decade  of  the  '80s  was  the  time  we  wi 
the  cold  war  against  communism 

— Jack  Kemp,  Secretary  of  Housi 
&.  Urban  Developme 


"/  once  heard  a  definition 
of  an  intellectual  as 
a  man  who  tahes  more 
words  than  are  necessary 
to  tell  more  than  he  hnows. 
— President  Dwight  D.  Elsentac 


Tax  It,  Nbt  Me 

The  American  social  order  of  th 
mid-2 1st  century,  according  to  Kal 
man  A.  Toth,  founder  and  chief  scien 
tist  of  Silico-Magnetic  Intelligenc 
Corp.,  "will  consist  of  2  billion  artifi 
cially  intelligent  workers,  dping  busi 
ness  and  generating  taxes;  5  millioi 
people  paid  as  government  workers 
and  the  rest  of  the  population  getting 
a  salary  to  enjoy  life.  We  let  the  ma 
chines  be  the  commercial  owners 
managers  and  workers,  while  the  gov 
emment  taxes  the  machines  and  dis 
tributes  the  tax  income  to  the  peoph 
as  a  salary  for  living." 
— The  Futurist,  World  Future  Society 

Simpson  Who? 

At  Beachy  Attitudes,  our  T-shirt 
store  [in  Provincetown,  Mass.],  th£ 
Simpson  shirts  are  very  popular, 
though  perhaps  not  quite  as  well 
known  as  I  had  imagined.  The  othei 
day  a  silver-haired  woman  and  her 
thirtyish  son  came  in  to  browse.  After 
checking  out  several  designs  the  man 
yelled  across  the  store,  "How  about  a 
Simpson  shirt  for  Dad?" 

There  was  a  pause  and  then  the 
woman  replied:  "Oh,  the  Duchess  of 
Windsor?  No,  dear,  I  don't  think  he'd 
hke  that." 

— Steve  Katz,  New  York  Times 
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i4QfiaIity  and 
style  are  important 
I  to  me.  Jockey  brand 
underwear  is  a 
classic  work  of  art.99 

0.  Stillman  Rockefeller 
..Artist 
I  New  York,  New  York 
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ey  underwear  IS  also  availabic» 
n  boys'  styles  and  sizes. 
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We're  taking  one  of  our  best  ideas  and 
burying  it.  Since  1979,  BP  has  spent 
more  than  $70  million  to  replace  old 
underground  storage  tanks  at  our  service 
stations  across  the  country.  The  new  fiber- 
glass tanks  resist  corrosion  and  minimize 
the  chance  of  leaks  into  the  ground,  and 
now  government  regulations  say  all  service 
station  owners  must  upgrade  their  tanks 
by  1998.  But  because  we  started  on  our 
own,  we're  already  95%  done.  That's  a  bit 
of  news  nobody  wants  to  bury. 


Bq, Cleveland, OH  44114 


Its  Not  Science  Fiction  Anymore. 
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All  of  a  sudden,  it's  science  fact. 
Motorola  has  added  enhanced  features  * 
its  numeric  display  pager  and  combined  it 
with  a  digital  watch  to  create  the  personal 
communications  tool  for  the  21st  century. 
We  proudly  introduce  the  Motorola  Wrist 
Watch  Pager. 

Not  only  is  it  a  first  of  its  kind,  but 
it's  among  the  smallest  and  lightest 
(2.1  ounces)  pagers  of  any  kind. 

And,  of  course,  this  new  wrist  pager 
offers  the  same  quality  you've  expected  from 
Motorola  pagers  for  over  three  decades. 

After  all,  we  manufacture  more  pagers 
than  anyone  else  in  the  world.  And  we 
manufacture  them  for  a  wide  variety  of 
lifestyles.  No  matter  what  style  your 
business  life  assumes,  there's  undoubtedly 
a  model  that  meets  your  needs. 

But  Motorola  isn't  stopping  here. 
Because  we  realize  that  the  solutions  to  the 
communications  needs  of  today  lie  in  the 
technologies  of  tomorrow. 
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The  New  Motorola 
Wrist  Watch  Pager 
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@  and  MotofDla  are  registered  trademarks  of  Motorola.  Inc.  ^""ISgO  Motorola,  Inc.  i 

Paging  Division:  1500  N.W.  22nd  Avenue,  Boynton  Beach,  FL  33426.  Phone:  407-364-370oi 


Commentary 

on  Events  at  Home  arirhAbroad 

By  (]aspar\\.  \\einberger.  Publisher 


BEWARE  OF  BUDGET  SUMMITS 

Budget  summits  always  excite  Washington — the  Wash-  tax  increase.  The  President  agreed  and  kept  his  promise;  the 

ington  insiders,  that  is;  they  have  been  assuring  us  since  Democrats  did  not,  and  the  deficit  went  up.  hi  1984  the  bait 

1982  that  we  have  to  have  tax  increases  to  reduce  deficits,  was  a  $50  billion  tax  increase,  in  return  for  which  the 

A  budget  summit  is  going  on  now,  and  it  is  the  best  Democrats  promised  a  $110  billion  spending  cut.  The 

example  of  what  Alan  Keyes  of  Citizens  Against  Govern-  result?  A  tax  increase  and  an  increase  in  the  1985  deficit, 

ment  Waste  meant  when  he  said  in  Insight  Magazine  that  from  the  $180  billion  level  promised,  to  $212  billion. 

"These  summits  only  do  one  thing:  They  legitimize  tax  Each  time  the  driving  force  behind  the  President's  agree- 

increases."  Sadly,  they  never  legitimize  spending  cuts.  The  ment  for  tax  increases  was  the  argument,  frequently  heard 

/ns/g^?  article  shows  that  the  budget  deficit  mcreascs  in  fiscal  today,  that  the  budget  summit  could  not  break  up  without 

years  after  a  summit  but  declines  when  there  is  no  summit,  an  agreement  because  the  stock  market  then  would  fall,  the 

It  is  easy  to  see  why  this  is  virtually  inevitable.  If  you  economy  would  virtually  collapse  and  unemployment 

have  a  meeting  between  two  groups,  each  with  a  different  would  descend  upon  the  land.  And,  that  the  only  way  to  get 

solution  to  a  problem,  and  both  sides  are  afraid  of  emerging  an  agreement  was  to  accept  a  Democratic  tax  increase, 

without  an  agreement,  any  agreement  will,  of  course.  The  1990  pattern  is  very  similar — with  one  new  twist, 

contain  parts  of  each  group's  solution.  The  Democrats  have  threatened  the  unthinkable:  They 

In  budget  summits  that  means  that  the  Republicans  will  will  not  agree  to  anything  unless  the  President  agrees  to 

agree  to  tax  increases  and  the  Democrats  will  promise  to  cut  new  taxes.  In  fact,  their  latest  demand,  made  by  Senator 

spending.  Since  there  are  more  Democrats  who  want  tax  James  Sasser,  is  that  the  President  go  on  national  televi- 

increases,  those  increases  are  easily  adopted — and  more  sionshortly  before  the  elections  and  tell  the  people  why /be, 

easily  still  if  Republicans  join  in  voting  for  them,  which  the  President,  demands  new  taxes. 

removes  the  political  taint  of  voting  for  more  taxes.  Howev-  The  blatantly  political  nature  of  the  whole  process  is 

er,  spending  cuts,  except  for  Defense,  are  usually  rejected,  perfectly  demonstrated  by  these  Democratic  demands. 

They  have  regularly  favored  new  taxes.  But  th^y  have  been 

Getting  the  Right  Agreement  .u.  /<i.r.j 

"  o        o  very  circumspect  about  saying  so —  unless  t;\c  President 

Meetings  on  highly  contentious  issues  do  not  always  end  goes  first."  Now,  either  the  country  needs  new  taxes  or  it 

in  the  sort  of  compromises  that  are  much  worse  than  does  not.  If  one  thinks  it  does,  it  is  quite  irresponsible  to  vote 

adjourning  with  no  agreement.  At  the  ill-conceived  Reykja-  those  increases  only  if  the  President  "agrees"  to  "go  first." 
vik  arms  control  meeting  in  1986,  American  opponents  of      History's  lesson  is  clear:  This  year  the  President  should 

President  Reagan's  Strategic  Defense  Initiative  could  not  refuse  to  agree  to  any  tax  increase  until  after  deep  spending 

believe  that  he  would  emerge  from  a  meeting  with  the  cuts  for  the  next  five  years  are  actually  enacted — not  just 

Soviet  leader  without  accepting  Russia's  main  demand,  promised — by  Congress, 
that  the  U.S.  give  up  SDI.  But  the  President  stood  firm,  and 
thereafter  the  Soviets  signed  the  INF  Treaty.  '^**°  N^^**'  ^"  Agreement? 

Incidentally,  all  the  INF  negotiations,  spread  over  a  six-       And,  if  this  should  result  in  the  breakup  of  budget  summit 

year  period,  illustrate  the  point  that  negotiations  need  not  talks  without  an  agreement,  so  much  the  better.  We  arenow 

inevitably  lead  to  bad  agreements.  It  took  a  rock-solid  U.S.  more  than  seven  years  into  our  great  period  of  prosperity: 

position — one  that  critics  always  called  "stubborn" — to  get  The  percent  of  national  debt  held  by  foreigners  is  no  higher 

what  is  now  universally  acknowledged  to  be  a  good  treaty,  than  it  was  1 0  years  ago;  employment  is  high  and  unemploy- 

Now,  back  to  budget  summits:  At  1982's  summit.  Demo-  ment  is  low;  inflation  is  low;  interest  is  low,  but  could  be 

cratic  negotiators  promised  to  reduce  $3  of  expenditures  for  lower;  and  the  GNP  grows  at  a  satisfactorily  steady  rate.  The 

every  $  1  of  tax  increases,  if  President  Reagan  would  accept  a  only  thing  we  have  to  fear  is  a  budget  summit  agreement. 


'II    I] 


FORBES,  AUGUST  20,  1990 


29 


NORTHWEST 

BEATS  THE 

TOP  FIVE 

U.S.  AIRLINES 


PERFORMANCE. 

YOU  COULD  SAY 
WE'VE  ARRIVED 


The  latest  results  have  arrived.  And  so  have  we.  For  the  sixth  straight 

month,  Northwest  has  finished  ahead  of  the  top  five  U.S.  airiines 

in  on-time  performance.  And  because  of  service  hke  this,  more  people 

are  choosing  to  fly  with  us  than  ever  before.  So  why  waste  time  with 

anyone  else?  Call  your  travel  agent  or  Northwest  at  1-800-225-2525. 

Source   Department  of  Transportation  Air  Travel  Consumer  Report,  1990..  P  1990  Northwest  Airlines,  Inc. 


NORTHWEST  AIRLINES 


What's  Ahead  for  Business 


Congress  goes  the 
wrong  way  on  cable  TV 


Competition  is  the 
best  price  control 


It's  time  to  free 
the  Baby  Bell  seven 


Edited  by  Howard  Banks 

THE  U.S.'  nBER-OPTlCS  HIGHWAY 

Congress'  rush  to  re-regulate  cable  television  is  holding  hostage 
how  well  the  U.S.  will  make  the  transition  to  an  information-based 
economy,  with  all  that  implies  for  future  U.S.  competitiveness. 

The  seven  regional  Bell  telephone  companies  want  to  get  into  cable  tv 
to  help  justify  the  investment  needed  for  them  to  lay  fiber-optic  cable 
through  most  of  the  U.S.  The  importance  of  a  national  fiber-optic 
network  is  not  hundreds  of  cheap  tv  channels,  and  telephones.  It  is 
that  fiber  optics  is  the  key  to  creating  a  digital  telecommunications 
network  throughout  the  U.S. 

A  recent  Hudson  Institute  report  says  that  such  a  network  "is  the  single 
most  important  thing  the  U.S.  could  do  now  to  promote  its  industrial 
interests. "  Many  large  U.S.  companies  are  investing  in  private  networks. 
That's  fine,  but  it  leaves  out  the  thousands  of  small  companies  in  the 
U.S. — the  over  80%  of  U.S.  companies  that  have  fewer  than  20  employ- 
ees but  account  for  around  half  of  the  national  output. 

Opening  up  cable  tv  to  competition  from  the  Bell  companies  is  just 
the  first  step  toward  creating  a  digital  network,  but  Congress  has 
problems  even  with  that. 

That  cable  rates  have  been  climbing  should  be  no  surprise.  Congress 
deregulated  cable  tv  prices  in  1984  without  at  the  same  time  opening 
the  market  to  new  competition.  The  inevitable  result  has  been  roaring 
price  inflation — 39%  to  43%  since  deregulation,  and  10%  in  1989 — 
and  roaring  complaints  from  voters.  Politicians'  hoped-for  answer: 
Encourage  competition.  Politicians'  actual  answer:  Retain  the  monop- 
oly and  control  prices. 

Couch  potatoes  would  gain  from  more  competition  in  telecommunica- 
tions, through  cheaper,  and  probably  better,  cable  tv.  Consumers' 
Research  magazine  found  that  in  26  localities  with  a  second  system, 
cable  cost  an  average  35  cents  per  available  channel  per  month  in  1989, 
against  52.5  cents  nationally. 

The  U.S.  as  a  whole  would,  of  course,  gain  much  more.  There 
would  be  faster  growth  among  the  seven  Baby  Bells,  which  account  for 
two-thirds  of  U.S.  capacity  in  telecommunications.  And,  more  impor- 
tant, there  would  be  the  unquantifiable  multiplier  effect  on  the  rest  of 
the  economy  of  better,  faster  communications. 

If  Congress  passes  anticompetitive  cable  tv  rules,  the  chances  are  good 
that  President  Bush  will  veto  them.  That  will  delay  this  issue  until 
1991  and  will,  in  turn,  delay  for  even  longer  the  Federal  Communica- 
tions Commission's  recommendation,  expected  this  fall,  that-jthe 
restrictions  on  the  Baby  Bells'  doing  manufacturing  and  many  kinds  of 
research  and  development  be  loosened. 

The  only  people  to  gain  from  these  delays  would  be  the  Europeans, 
who  are  investing  heavily  in  modem  telecommunications,  and  the 
Japanese,  who  plan  to  invest  $250  billion  over  the  next  12  years  in  a 
fiber-optic  network  alone. 
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The  Forbes  Index  (1967  =  100) 
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Percent  change 
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The  Consumer  Price  Index  increased  0.5%  in  June.  Th 
main  culprit  was  a  0.9%  jump  in  the  cost  of  services,  | 
component  that  now  makes  up  more  than  half  of  thj 
market  basket  that  is  used  for  the  cost  of  living  index.  Th' 
home  building  industry  remains  in  a  severe  slump.  Th 
latest  12-month  total  of  new  housing  starts  is  the  lowest  i 
has  been  since  April  1983,  which  was  near  the  end  of  th 
last  recession.  Industrial  production  increased  0.5%  i 
June.  Factories  are  now  operating  at  83.5%  of  capacity,  bu 
manufacturers'  new  orders  for  durable  goods  fell  3.2%. 


other  key  rates 

Source 

Status  > 

Prime  rate 

Chase  Manhattan  Bank 

10.0% 

Auto  sales  year  to  date  v*.  1989' 

Ward's  Automotive 

-4.3% 

Index  of  leading  indicators  May  vs.  April 

Dept  ot  Commerce 

0.8% 

Trade  balance  12  months  ended  May  1990 

Oept  ot  Commerce 

-$104  bll 

Producer  price  Index  June  vs.  1989^ 

Dept  of  Labor 

3.1%  i. 

GNP  2nd  quarter  vs.  1st — annualized  growth 

Dept  ot  Commerce 

1.2%  |.. 

NBER  Experimental  Recession  Probability  Index^ 

Natl  Bureau  ot  Economic  Researcli 

7.0%  U! 

'U.S.-  based  manulactiirers.  excludes  imports,  as  of  7/20/90 

^Finished  goods.  'May  1990. 

'1 

Index  Components 


The  Forbes  Index  is  a  measure  ot  US  economic  activity 
composed  of  8  equally  weighted  elements:  Total  industrial 
production,  nev*  claims  for  unemployment  compensation,  the 
cost  of  services  relative  to  all  consumer  prices,  new  housing 
starts,  total  retail  sales,  the  level  of  new  orders  tor  durable 
goods  compared  with  manufacturers'  inventories,  personal 
income,  total  consumer  installment  credit. 

To  measure  these  8  elements.  Forbes  monitors  10  series  of 
U.S.  government  data.  The  last  14  months'  data  for  each 
series  are  presented  below 


Services 


Total  inijei 


Industrial  production  index  (1987=  100) 
seasonally  adiusted  (federal  Reserve) 


280  L 

New  unemployment  claims  average  for  month 
(thousands)  seasonally  adjusted  (Oept.  of  Labor) 


Consumer  price  indexes  (1982  84  average  =  100) 
all  urban  consumers,  unadiusted  (Dept  ot  Labor) 


New  housing  starts  (thousands)  privately  owned, 
unadiusted  (Dept  of  Commerce) 
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Retail  sales  (Sbilhons) 

seasonally  adjusted  (Dept.  of  Commerce) 


I  New  orders 


Manufacturers'  new  orders  and  inventories 

(Sbillions)  seasonally  adjusted  (Dept.  of  Commerce) 
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Personal  income  ($billions)  wage  and  salary  disburse- 
ments, seasonally  adjusted  (Dept.  of  Commerce) 


Consumer  installment  credit  ($billions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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Introducing  the  laser  printer 
to  buy  if  price  is  the  first  thing 

you  look  at, 


or  the  last. 


'Dealer  prices  will  vary. 


1 


Any  way  you 
ook  at  it,  the  new 
BM  LaserPrintcr  K 
;ives  you  more  for 
'our  money  than  any 
k)ther  laser  printer  in 
ts  price  range. 

For  the  same  price  as  the  HP 
.asedet  IIP,  the  IBM  LaserPrinter  E 
!;ives  you  all  the  advantages  of  laser 
juality  output  25%  faster,  with  four 
imes  the  paper  capacity,  and  twice 
he  number  of  font  slots. 

Plus  the  IBM  LaserPrinter  E  is 
nique  in  its  price  range  because  it 
its  you  customize  your  printers 


The  New  IBM 
LaserPrinter  E 

HP  LaserJet  IIP 

Speed 

/    uptoSppm 

up  to  4  ppm 

Speed  upgrade  option 

/   uptolOppm 

No 

Adobe  PostScript  option 

Yes 

Yes 

Printer  emulation 

/   IBM,  HP  POL 

HP  POL 

Std.  plotter  emulation 

/          Yes 

No 

Font  card  slots 

/             2 

1 

Std.  input  paper  tray  capacity 

/           200 

50 

Std.  output  paper  tray  capacity 

/           100 

50 

Opt.  sec.  input  paper  tray  capacity 

/          500 

250 

Opt.  envelope  tray  capacity 

/            75 

20 

List  price* 

/        $1495 

$1495 

speed  and  features  to  meet  your 
exact  needs.  And  that  makes  it  the 
only  affordable  laser  printer  that  lets 
you  buy  now  and  grow  later. 

For  example,  it  you  decide  you 
want  faster  printing,  you  can  (k)uble 
the  LaserMnter  E"s  speed.  Or  if  your 
software  requires  Adobe  PostScript® 
language,  it  can  give  you  that 


creative  flexibility,  too. 
So  whether  your 
first  requinMnent  is 
price.  [)erformance  or 
fk'xibility,  the  new 


should  be  at  the  top 
of  your  shopping  list.  See  it  today  by 
calling  1  800  IBM-2468,  ext.  982, 
lor  the  name  ol  your  nearest  IBM 
Authorized  Dealer. 
The  new  IBM  I>a.serPrinter  E. 
Suddenh,  nothing  else  measures  up. 


;cs; 


M  IS  a  registered  trademark  of  International  Business  Machines  Corporation  HP  LaserJet  HP  is  a  product  of  Hewlett  Packard  Corporation  Adobe  PostScript  is  a  registered  trademark  ol  Adotje  Systems  Inc  ici1990  I^M  Corp. 


The  1991  Chevrolet  Caprice. 


Prepare  to  be 
impressed. 

The  new  Caprice  is 
designed  to  ride  as  great 
;as  it  looks.  From  the 
J^rawing  board  on.  it  was 
l^llanhed  with  your 
comJqrt  and  security  in 
mirid-^t  cpntains  more 
standatifdieatuires  than 
many  cars  casting 
,  much  more.  '    > 

The  new  Caprice  has  a 


full^rimeter  frame  of 
carbon  steel.  The 

passenger  compartment 
has  a  rigid  cage  structure 
and  the  doors  are  rem- 
forced  with  side-guard 
door  beams. 

Stopping  is  surer 
on  wet  pavement  with 


Caprice  s  advanced  fo 
wheel  anti-lock  braki 
system  (ABS). 

It  s  engineered  to  he 
you  stav  in  control  and 
steer  on  slick  pavemerl 
by  automatically  adjus 


I  Supplemental 
atable  Restraint 
tern  on  the  drivers 
is  also  standard  on 
-vl-y  Caprice.  This  "air 
c  ■"  is  designed  to 
Tjite  in  higher-speed 
■(  tal  crashes  and  can 
r  ride  restraint  in 


addition  to  the  lap  and 
shoulder  safety  belt. 

The  new  1991  Caprice 
has  many  other  features 
designed  to  help  you  feel 
secure  and  comfortable. 
And,  like  all  designs, 
you  appreciate  them 
most  when  you  view 
them  firsthand.  So  we 
invite  you  to  see  and 
drive  the  new  Caprice. 
And  come  to  your  own 
beautiful  conclusions. 


For  more  information 
regarding  the  1991  Caprice, 
please  call  1-800-879-1991 
or  see  your  nearest  dealer. 

Chfvroli't.  the  Chevrolet  emblem  and 
Capriee  are  registered  trademarks  of  (he 
GM  Corp.  > '  1990  GM  Corp. 

I  'All  Rights  Reserved. 

•     Lets  get  it  together. .  .buckle  up. 


OFAMERI 
TODAY'S  CHEVROLET 
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Forbes 


A  neoconsen^ative  party,  admiring  Konrad  Adenauer  and  Mar- 
garet Thatcher,  is  gaining  strength  in  Russia.  You  II  be  hearin^^ 
much  more  from  Russia  s  Christian  Democratic  Party. 

After  Gorbachev,  who? 

An  intefTiew  with  Chairman  Victor  Aks\^uchits 


L.r^ 

F 

' 

■|;;..opM) 

fuSmw             \  ^^H 

mir^  ^ 

^1^  > 

|y 

■;  ■ 

I 

^  ^m            ^M         H 

•  ^Sh^^^^HbIJ^ 

Christian  Democratic  Chairr?ian  Victor  Aksyiicbits,  with  Solzbenitsyn's  Gulag 
After  communism,  a  return  to  "traditional  political  values." 
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By  Paul  Klebnikov 


WITH  THE  ELECTION  of  the  new 
Russian  parliament  this  past 
spring  in  the  Soviet  Union's 
largest  republic,  the  Union  of  Soviet 
Socialist  Republics  is  disintegrating 
and  its  president,  Mikhail  Gorbachev, 
is  rapidly  losing  the  last  vestiges  of  his 
authority.  Amid  the  chaos,  various 
political  groups  are  scrambling  for  po- 
sition. One  of  the  most  influential 
and  fastest-growing  is  the  Christian 
Democratic  Party,  v^hich  would  be 
center  or  right  of  center  even  by  Euro- 
pean or  U.S.  standards.  It  wants  to  do 
away  with  socialism  entirely.  Forbes 
interviewed  Victor  Aksyuchits,  chair- 
man of  the  Christian  Democratic  Par- 
ty, who  visited  the  U.S.  last  month  to 
meet  with  John  Sununu  and  members 
of  Congress. 

Forbes:  Wfjat  is  your  opinion  of  Western 
reporting  and  Western  commentary  on 
the  Soviet  Union? 

Aksyiichits:  It  reflects  myths  more  than 
the  real  situation  in  our  country.  In 
Russia,  against  all  evidence,  the  West- 
ern press  doesn't  see  the  [true]  forces 
of  liberation.  Let  me  give  you  an  ex- 
ample. In  February  of  this  year  I  came 
to  the  U.S.  and  brought  with  me  a 
declaration  from  the  newly  formed 
bloc.  Democratic  Russia — an  elector- 
al coalition  composed  of  all  the  demo- 
cratic forces  of  Russia.  But  the  Ameri- 
can press  reacted  with  complete  si- 
lence. Can  you  imagine  the  American 
press  reacting  like  that  to  the  estab- 
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May  Day  1990:  anticomniunuit  detno)istrators  canyiiig  Russuin  a) id  Lithuanian  Jlags 
"Russian  society,  in  its  vast  nu^fority,  is  democratically  oriented." 


lishment  of  Solidarity  in  Poland  or  the 
popular  fronts  in  the  Baltic  states? 

The  American  media  ignored  us. 
Nonetheless,  withm  three  months 
this  Democratic  Russia  bloc  had  won 
elections  throughout  Russia.  It  gained 
control  in  many  of  the  largest  cities 
and  brought  to  power  [Russian  Parlia- 
mentary Chairman)  Boris  Yeltsin. 

Many  people  in  the  U.S.  feel  it's  necessary 
to  support  Gorbachei'  to  encourage  re- 
form and  avoid  chaos  in  the  country. 
The  myth  that  it's  necessary  to  sup- 
port Gorbachev  is  manufactured  in 
Moscow  by  the  communist  regime. 
The  fact  is  the  main  destructive  force 
in  the  country  is  the  nomenklatura, 
the  party  apparatus.  If  one  supports 
Gorbachev,  as  the  head  of  this  no- 
menklatura, that  means  pushing  the 
country  to  chaos  and  catastrophe. 

The  main  aim  of  the  nomenklatura 
is  to  prevent  all  change,  to  protect  its 
monopoly  of  power.  The  West,  by 
supporting  Gorbachev  personally 
rather  than  the  new  forces  upon 
which  he  could  rely,  is  digging  his 
grave.  They  have  chased  him  into  the 
comer  in  which  he  now  finds  himself. 

People  here  worry  that  one  of  the  alterna- 
tives to  Gorbachev  is  a  fariatical  right- 
wing,  anti-Semitic  movement. 
That  is  also  a  myth  that  has  been 
created  in  Moscow,  by  the  kgb.  The 
Western  press  has  swallowed  it  with-' 
out  question.  Take  [the  anti-Semitic 
group]  Pamyat.  It  represents  an  ex- 


tremist-nationalist phenomenon 

such  as  exists  in  practically  all  soci- 
eties. But  the  degree  of  their  influence 
is  being  exaggerated  by  the  Soviet  re- 
gime in  order  to  frighten  Soviet  soci- 
ety and  the  world  at  large  with  the 
threat  of  fascism  in  Russia. 

Isn't  anti-Semitism  virulent  in  Russia f' 
Every  year,  about  twice  a  year,  the 
party  committees  and  the  kgb  in  Mos- 
cow spread  hysteria  about  inevitable 
anti-Semitic  pogroms,  and  every  time 
these  pogroms  fail  to  occur.  And 
what's  more,  you  should  note  that  all 
the  pro-Pamyat  and  pro-chauvinist 
candidates  lost  catastrophically  in  the 
latest  elections,  even  though  they 
were  subsidized  by  the  kgb. 

The  Jews  are  fleeing  Russia  for  a 
completely  different  reason.  If  non- 
Jewish  Russians  had  the  ability  to 
flee,  they  would  flee  in  even  greater 
numbers  than  the  Jews.  They  are  all 
fleeing  from  the  regime,  from  the  hor- 
rible conditions  of  life  in  the  Soviet 
Union.  Anti-Semitism  is  a  real, 
though  marginal,  phenomenon.  But  it 
could  assume  greater  importance  in  a 
period  of  chaos  and  destabilization. 

So  much  for  what  you  call  the  myths. 
What  is  really  going  on? 
The  Communist  Party  has  split  right 
before  our  eyes  [when  Boris  Yeltsin 
and  other  reformers  quit  the  party  at 
the  July  Party  Congress].  New  forces, 
new  political  parties  are  being  formed 
whose  spectrum  is  pretty  broad. 


First  of  all,  there  are  the  reactionar- 
ies, the  extreme  left — the  commu- 
nists. They  arc  joining  with  the  ex- 
treme right — the  chauvinists.  We 
have  an  ugly  phenomenon  called  So- 
viet patriotism  or  National  Bolshe- 
vism: the  union  between  those  forces. 
Pamyat,  the  Stalinists,  the  neocom- 
munists:  They're  all  joining  together. 

Then  there  arc  the  neoconservative 
parties  tjiat  tend  toward  traditional 
political  ideals.  That  includes  us — the 
Christian  Democrats — the  Constitu- 
tional Democrats,  and  smaller  groups. 

The  widest  grouping  is  the  social 
democratic  spectrum.  It  includes  the 
Democratic  Party,  the  socialists  and 
all  the  visible  social  democratic  lead- 
ers such  as  Sobchak,  Popov,  Yeltsin, 
Afanasyev,  etc.  These  arc  mostly  re- 
formers who  recently  left  the  Com- 
munist Party. 

We  assume  the  Socicd  Democrats  stand 
for  what  they  stand  for  in  Western  Eu- 
rope, a  mixture  of  capitalism  and  social- 
ism. What  do  the  Christian  Democrats 
stand  for!' 

The  Russian  Christian  Democratic 
Party  was  founded  in  April.  It  united 
various  long-standing  Christian  ini- 
tiatives: youth  organizations,  church 
organizations,  cooperatives,  publish- 
ing houses,  etc.  The  leaders  are  pretty 
well-known  figures  who  were  recent- 
ly chosen  as  deputies  to  the  Russian 
parliament:  Father  Gleb  Yakunin  [the 
dissident  priest,  jailed  in  1979  for  say- 
ing that  the  Church  was  in  the  hands 
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of  the  kgb)  is  one. 

We  have  branches  in  80  cities 
across  the  country.  We  have  represen- 
tatives at  all  levels  of  government:  in 
the  Soviet  parliament,  in  the  Russian 
parliament,  in  the  Petersburg  [Lenin- 
grad) city  council,  the  Moscow  city 
council,  and  in  most  of  the  large  cit- 
ies. Considering  we  don't  even  have 
our  own  office  or  our  own  newspaper, 
we  are  growing  quite  rapidly. 

Three  months  ago  I  was  nominated 
by  the  representative  of  the  coal  min- 
ers from  Vorkuta  for  the  chairman- 
ship of  the  Russian  parliament.  But 
after  I  presented  the  Christian  Demo- 
cratic program  in  my  speech,  I  with- 
drew in  favor  of  Yeltsin. 

Our  party  has  three  basic  theses: 
First,  the  priority  of  Christian  and 
spiritual  values  in  all  aspects  of  life, 
including  politics.  Second,  fundamen- 
tal anticommunism,  since  it  is  obvi- 
ous to  us  that  communism  is  the 
most  radical  anti-Christian  force  in 
world  history.  Finally,  the  third  thesis 
is  enlightened  patriotism.  We  declare 
the  need  for  love  for  the  history  and 
culture  of  our  long-suffering  people, 
but  at  the  same  time  we  reject  nation- 
alist extremism  and  chauvinism. 

Russian  society  is  currently  search- 
ing for  spiritual  values,  rather  blindly, 
but  very  powerfully.  We  understand 
democracy  not  in  a  Utopian  vacuum 
but  in  the  context  of  the  Christian 
culture  of  our  fatherland.  We  mustn't 
forget  that  Russia  was  a  Christian 
country  for  a  thousand  years. 

As  soon  as  society  frees  itself  from 
the  steel  claws  of  communist  totali- 
tarianism, it  swings  toward  tradition- 
al political  values.  It  tends  to  very 
quickly  outgrow  the  period  of  pink 
politics — socialism  and  social  democ- 
racy— and  moves  toward  conserva- 
tism, to  traditional  political  plat- 
forms. The  only  constructive  alterna- 
tive to  communist  ideology  is  a 
religious-patriotic  renaissance.  That's 
why  Solidarity  won  in  Poland  and  the 
Christian  Democrats  in  East  Germa- 
ny, and  why  Christian-democratic 
parties  have  such  great  influence  in 
other  countries  of  Eastern  Europe. 

What  are  the  main  differences  between 
you  and  the  Social  Democrats? 
Right  now,  in  the  figures  of  Yeltsin, 
Sobchak  and  Popov,  social  democracy 
is  coming  to  power  in  Russia.  But  its 
platform  is  oriented  toward  the  dis- 
mantling of  the  communist  regime;  it 
doesn't  have  any  long-range  programs 
for  the  transformation  of  Russia,  and 
because  of  this  it  is  going  to  play  a 
relatively  short-lived  transitional 
role.  Today  we  are  cooperating  with 
the   Social   Democrats    through    the 
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Democratic  Russia  bloc.  We  are  sup- 
porting Yeltsin,  because  he  is  the 
clearest  embodiment  of  the  disman- 
tling of  the  communist  regime  by  so- 
cial democratic  forces. 

The  social  democratic  program  is 
rather  Utopian,  since  it  is  not  ground- 
ed in  the  context  of  Russian  political 
history  and  Russian  culture.  Only  our 
neoconservative  party  combines  the 
values  of  democracy  with  a  realistic 
approach  to  tradition.  In  the  eyes  of 
the  voter,  social  democracy  is  still 
pink.  Society  has  become  so  fed  up 
with  red  politics  that  it  instinctively 
shrinks  from  pink  politics. 

Social  democracy,  when  it  looks  to 
the  West,  only  sees  its  material 
wealth.  We,  on  the  other  hand,  under- 
stand that  the  concept  of  Western  lib- 
eralism (in  its  traditional  sense)  could 
only  arise  as  the  heir  to  Christian 
civilization.  Only  the  conviction  that 


Soviet  coal  miners 

Fed  up  with  Leninism. 


man  is  created  in  the  image  of  God 
makes  the  individual  inherently  valu- 
able. It  is  these  religious  roots  to 
Western  liberalism  and  civilization 
which  are  very  valuable  to  us.  Social 
democracy  can  only  appreciate  the 
material  results  of  Western  society. 

WlMt  is  your  economic  program? 
I  am  a  philosopher  by  training,  so  I 
can't  pretend  to  speak  with  any  au- 
thority on  economic  policy.  But  I  can 
tell  you  that  our  economic  advisers 
support  much  more  radical  privatiza- 
tion than  the  Social  Democrats.  So- 
cial democracy  generally  gives  a 
greater  share  of  the  national  income 
to  the  state.  We  give  a  greater  share  to 
the  private  sector. 

If  you  privatize  the  economy  and  free  the 


market  mechanism,  some  entreprefieurs  > 
are  going  to  get  very  rich  andjlaunt  their\ 
Health  very  fast. 
What's  wrong  with  that?  Let  them. 

What  ui  your  attitude  toivard  the  various  .1 
separatist  movements  in  the  Baltics  and\it 
eLsewhere?  Il 

We  support  them.  All  of  us  are  fight-  |f 
ing  against  the  same  oppressive  cen-  i 
tral  authority.  Look  what  happened  at  , 
the   [anticommunist]   demonstration 
on  the  1st  of  May  in  Moscow.  It  was  ! 
filled  with  Russian  [white-blue-red]  ' 
flags  and  with  Lithuanian  flags.  The  ■ 
people  carrying  Lithuanian  flags  were  [■ 
not  Lithuanians  but  Muscovites.  As  a 
sign  of  solidarity  with  the  struggle  of 
the  Lithuanian  people.  This  too  was 
not  noticed  by  the  Western  press,  but 
it  showed  that  Moscow  society  and 
Russian  society,  in  its  vast  majority, 
is  democratically  oriented.  ' 

.\)e  there  any  political  figures  from  Rus- 
sian or  Western  history  who  serve  as  an 
inspiration  for  you.'' 

Of  course.  In  Russian  history,  first  of 
all,  there  is  Piotr  Stolypin  [the  reform- 
ist prime  minister  of  Russia,  1906-11]. 
Among  contemporaries,  it's  Solzheni- 
tsyn.  Solzhenitsyn  is  not  only  a  bril- 
liant artist  but  he's  also  a  brilliant 
political  scientist. 

We  are  neoconservative.  We  feel 
close  to  Western  neoconservatives: 
among  economists,  [Friedrich]  Hayek, 
for  example;  among  contemporary 
politicians,  your  President  Reagan, 
Thatcher  in  England,  and  others. 

We  feel  closest  to  the  German 
Christian  Democrats  of  Konrad  Ade- 
nauer's day.  We  have  a  common  expe- 
rience in  replacing  an  evil,  totalitar- 
ian ideology  with  traditional  values. 
Out  of  the  more  recent  politicians,  I 
especially  admired  Franz  Josef 
Strauss.  He,  for  instance,  would  never 
have  countenanced  what's  going  on 
now — Kohl's  direct  subsidizing  of 
Gorbachev  and  his  regime. 


WJjat  lies  immediately  ahead  for  Russia? 
Yeltsin — and  society  as  a  whole — will 
now  be  demanding  a  national  referen- 
dum. If  Gorbachev  goes  peacefully,  it 
will  be  through  a  national  referendum 
and  elections.  If  he  refuses,  then  there 
will  be  mass  disorders,  strikes,  dem- 
onstrations and  occasional  violent  re- 
pression similar  to  what  happened  in 
Georgia.  But  the  regime  no  longer  has 
the  strength  to  engage  in  mass  repres- 
sions. We  have  to  remember  that  in 
decisive  moments,  everything  hap- 
pens in  the  capital.  And  the  capital, 
through  the  demonstrations  this  year, 
has  shown  itself  clearly  to  be  anti- 
communist  and  anti-Gorbachev.  ■ 
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If  Washington  approves,  a  big  bundle  of 
U.S.  junk  bonds  will  be  transferred  to  for- 
eign hands.  Blame  the  tax  code. 


Foreign  aid 


By  Laura  Saunders 


Tl  HE  BIDDING  FOR  Columbia  Sav- 
ings &  Loan's  $4.5  billion  (face 
value)  junk  bond  portfolio  is 
nearly  over.  It  seems  the  runners-up 
are  Bankers  Trust,  which  bid  a  ru- 
mored $2.9  billion,  and  a  Salomon 
Brothers/Odyssey  Partners  team, 
which  is  said  to  have  bid  about  32. 8 
billion. 

The  apparent  winner:  Gordon  Amer- 
ica L.P.,  a  partnership  formed  by  To- 
ronto-based Gordon  Investment  Corp. 
Partners  include  Hong  Kong  billion- 
aire Li  Ka-shing,  with  50%  of  the  ven- 
ture. The  Gordon  group's  bid  of  $3 
billion  (plus  a  "facility  fee"  up  to  $50 
million)  will  win  the  portfolio  if — and 
it's  a  big  "if" — the  government's  Office 
of  Thrift  Supervision  okays  the  deal. 

Did  the  foreigners  see  something  in 
the  junk  bonds  that  their  American 
opponents  didn't?  Not  at  all.  The  ex- 
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tra  $100  million  or  so  that  they  bid  is 
probably  best  explained  by  tax  advan- 
tages the  foreigners  enjoy.  The  U.S. 
bidders  would  have  owed  the  irs  sub- 
stantial taxes  on  the  junk  portfolio. 

The  Gordon  group  has  agreed  to  pay 
$3  billion,  but  the  terms  are  incredi- 
bly generous:  10%  cash  down,  with 
the  seller  (Columbia,  and  maybe  ulti- 
mately the  U.S.  government)  taking 
back  a  note  for  the  balance;  and  the 
note  is  secured  only  by  the  portfolio. 
In  effect,  if  the  value  of  the  portfolio 
drops  more  than  10%,  the  buyer  can 
walk  away,  leaving  Columbia  or  the 
government  what's  left. 

In  fact,  the  deal  is  similar  to  one 
that  Columbia's  former  boss,  Thomas 
Spiegel,  tried  to  bring  off,  but  which 
was  nixed  by  regulators.  Spiegel,  of 
course,  is  the  fellow  who  bought  the 
junk  bonds  in  the  first  place  from  his 
friend  Michael  Milken,  and  who  paid 
himself  over  $25  million  during  his 


last  few  years  at  the  thrift. 

What  is  the  Gordon  group's  tax  ad- 
vantage ?  Simply  that  they  aren't  likely 
to  pay  U.S.  tax  on  the  Columbia  junk 
bonds'  income,  thanks  to  a  1984  law 
change.  It  eliminated  U.S.  taxes  on 
certain  foreign  "portfolio  bond  in- 
come" to  encourage  foreign  invest- 
ment in  the  U.S.  So  foreigners  need  not 
pay  income  or  capital  gains  taxes  on  the 
Columbia  portfolio:  Hong  Kong  gener- 
ally levies  no  taxes  on  income  earned 
abroad,  and  it  is  easy  to  use  Canada  as  a 
conduit  to  funnel  money  there. 

Losing  bidders  put  the  present  val- 
ue of  Uncle  Sam's  forgone  tax  pay- 
ments at  $200  million  to  $400  mil- 
lion. Is  the  government,  they  ask,  put- 
ting some  money  in  one  pocket  while 
taking  more  money  out  of  another? 

Such  questions  show  a  touching 
and  uncharacteristic  concern  on  the 
part  of  Wall  Street  for  the  health  of 
the  federal  fisc.  But  the  tax  and  invest- 
ment implications  of  this  deal  (and 
those  to  come)  are  so  complex  that 
regulators  should  consider  them  care- 
fully, especially  since  Uncle  Sam  may 
end  up  owning  the  debt. 

The  Treasury  Department  could,  of 
course,  level  the  playing  field  by  re- 
quiring foreign  investors  to  pay  taxes 
on  U.S.  portfolio  debt.  But  as  ki'mg 
Peat  Marwick  tax  expert  Roger  Siboni 
says,  "In  1984  we  decided  to  encour- 
age foreigners  to  invest  directly  in  the 
U.S.  without  going  through  tax  ha- 
vens like  the  Netherlands  Antilles." 

The  regulators,  in  short,  may  face 
the  unappetizing  choice  of  losing  rev- 
enue on  'the  one  hand  or  tampering 
with  international  capital  flows  on 
the  other.  It's  a  complex  area,  and  the 
last  has  not  been  heard  on  Columbia's 
junk  bond  portfolio.  ■ 


Hong  Kong  billionaire  Li  Ka-shing  andfoK»ier  Columbia  S&L  boss  Thotnas  Spiegel 
Is  the  big  loser  Vncle  Sam? 
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Using  such  refined  techniques  as  "chop 
stocks,''  'chum  and  burn'  and  "no  net- 
selling,  "  the  brokers  at  Stuart-James  cany 
on  in  the  grand  old  tradition  of  separating 
naive  investors  from  their  cash. 

Have  I  got  a  stock 
for  you! 


business. 

One  of  the  two  founders,  Stuart 
Graff,  sold  out  and  left  the  company 
last  September.  The  other  founder, 
James  Padgett,  replaced  Graff  as  chair- 
man. Both,  by  the  way,  learned  the 
securities  business  at  the  feet  of  mas- 
ter scamster  Meyer  Blinder. 

Padgett  makes  much  of  the  fact  that 
he  has  restaffed  his  brokeiage  house  at 
the  top  levels,  bringing  in  people  from 


By  Claire  Poole 


THESE  ARE  NOT  prospcrous  days 
for  the  peddlers  of  shady 
stocks.  Robert  Brennan  and 
First  Jersey  Securities  are  long  gone, 
and  Meyer  Blinder's  Blinder,  Robin- 
son filed  for  Chapter  1 1  late  last 
month.  Still  very  much  in  the  busi- 
ness of  selling  cheap  yet  overpriced 
stocks  to  naive  investors  is  the  Stuart- 
James  Co.,  but  it,  too,  is 
feeling  the  pinch.  The 
suckers  just  aren't  biting 
the  way  they  used  to. 

Stuart-James'  revenues 
for  fiscal  1990  (ended  Mar. 
30)  were  reportedly  down 
to  under  $90  million,  ver- 
sus 3150  million  just 
three  years  ago,  and  S114 
million  in  fiscal  1989.  It 
lost  a  reported  $3.7  mil- 
lion in  fiscal  1990,  as 
against  net  profits  of  $20 
million  three  years  ago.  It 
has  shuttered  offices  in 
Miami,  Atlanta,  Wood- 
bridge,  N.J.,  New  Orleans, 
Cincinnati,  and  the  Phila- 
delphia suburb  of  King  of 
Prussia,  bringing  the 
count  down  to  around  40 
offices  and  1,000  brokers,  versus  50 
offices  and  1,300  brokers  at  its  peak. 

Adding  injury  to  insult,  the  Nation- 
al Association  of  Securities  Dealers 
fined  Denver-based  Stuart-James  and 
its  principals  a  record  $2  million  last 
May  for  gouging  customers.  To  top  it 
off,  the  Securities  &  Exchange  Com- 
mission has  charged  the  firm  with 
fraudulent  sales  tactics  in  a  proceed- 
ing that  should  continue  through  next 
year.  If  found  guilty,  Stuart-James 
could  lose  its  license,  and  its  officials 
could  be  barred  from  the  securities 
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New  York  Stock  Exchange  firms.  One 
of  his  most  recent  new  hires  is  David 
McKeaman,  who  was  lured  away 
from  Donaldson,  Lufkin  &.  Jenrette  a 
year  ago  as  an  executive  vice  presi- 
dent of  investment  banking  and  has 
an  M.B.A.  from  Harvard  University. 
Says  Padgett:  "A  lot  of  professionals 
wouldn't  work  in  pennies.  Now  that 
we're  in  the  $3-to-$I0  range,  the  .ob- 
jection is  no  longer  there." 

To  beat  the  penny  stock  rap,  Stuart- 
James  has  been  bringing  out  its  un- 
derwritings  priced  in  dollars  rather 


than  pennies.  A  recent  example  was 
Craftmade  International,  a  Grand 
Prairie,  Tex.  ceiling-fan  distributor' 
that  came  out  in  April  at  $3.50.  "It's 
difficult  to  build  a  solid  organization 
and  a  solid  reputation  when  you  have 
deals  that  don't  work,"  Padgett  says.; 
"So  sometime  in  1988  we  started  to 
change  the  kind  of  companies  wei 
tried  to  underwrite." 

Unfortunately,  the  change  is  largely 
cosmetic:  A  slightly  higher  price  re- 
sults in  fewer  shares  to  be  sold  butji 
doesn't  reduce  the  market  capitaliza- 1 
tion  in  total  dollars;   an  overpriced!: 
stock  is  an  overpriced  stock,  whether^ 
quoted  in  pennies  or  hundreds  of  dol- 
lars. Now,  as  before,  many  of  Stuart- 
James'  underwritings  are  of  compa- 
nies too  untested  to  be  priced  effi-j 
ciently    that    other    firms    probably  f 
wouldn't   touch:    A   number   of   the' 
firm's  1990  underwritings  have  been 
of  companies  with  minimal  earnings 
and  revenues,  and  are  way  overpriced.  \ 
One  example:  ndc  Automation,  a 
Charlotte,  N.C.,  engineering  services 
firm  that   Stuart-James  took  public 
last  March  at  $1  a  share,  reported  fis- 
cal 1989  earnings  (ended  Nov.  30)  of 
$56,000  on  sales  of  $5.6  million  in  its 
offering  prospectus.  With  earnings  at 
2  cents  a  share,  it  is  trading  at  nearly 
50  times  earnings.  Med- 
group,  a  Los  Angeles  com- 
pany that  operates  physi- 
cal therapy  clinics,  went 
public   in  April   at   $1    a 
share.  With  its  earnings  at 
1  cent  a  share  for  its  1989 
fiscal  year  ended  Mar.  31, 
the  offering  price  reflects 
a  trading  multiple  of  100 
times  earnings. 

In  a  further  effort  to  im- 
prove its  image,  Stuart- 
James  has  embarked  on  a 
campaign  to  convince  in- 
vestors and  the  media  that 
it  has  cleaned  up  its  act. 
All  this,  however,  is  mere 
window  dressing.  Docu- 
ments from  court  pro- 
ceedings and  state  securi- 
bychas  B  siackman  tics  rcgulators,  plus  intcr- 
views  with  more  than  a  dozen  former 
Stuart-James  brokers,  are  persuasive 
evidence  that  the  last  of  the  penny 
stock  kings  is  still  selling  plenty  of 
securities  of  doubtful  value  to  an  un- 
suspecting public. 

The  key  to  success  in  peddling  un- 
proven  stocks  of  unproven  companies 
is  in  the  marketing — since  the  statis- 
tics just  aren't  there.  Many  Stuart- 
James  brokers  are  still  using  the  same 
old  sales  tricks  that  got  the  brokerage 
firm  in  trouble  in  the  first  place. 
Last    October,    long    after    Stuart- 
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James  had  supposedly  changed  its 
ways,  Oklahoma  state  securities  regu- 
lators examined  the  firm's  Tulsa  of- 
fice as  part  of  a  periodic  review.  A 
taste  of  what  they  found: 

In  July  and  August  1989  Stuart- 
James  brokers  were  pushing  a  stock 
called  ImmuCell  Corp.,  a  Portland, 
Me.  developer  of  diagnostic  testing 
products  that  the  firm  took  public  in 
April  1987.  Brokers  in  Tulsa  were  told 
that  ImmuCell  was  a  "special  situa- 
tion," or  what's  known  in  the  penny 
stock  industry  as  a  "chop  stock."  A 
"chop  stock"  is  a  security  that  is  sold 
out  of  inventory  at  a  huge  markup. 
Brokers  were  told  the  office  that  sold 
the  most  ImmuCell  shares  would  re- 
ceive a  "special  compensation" — that 
is,  a  bonus  on  each  sale. 

Stuart-James  brokers  put  more  than 
860  customers  into  ImmuCell  at 
prices  ranging  from  10  cents  to  llVi 
cents  in  just  ten  days.  Nearly  two- 
thirds  of  the  trades  were  marked  up 
100%  or  more  above  Stuart- James' 
cost — a  clear  violation  of  the  National 
Association  of  Securities  Dealers'  5% 
markup  policy,  and  possibly  consti- 
tuting fraud  on  the  unknowing  pur- 
chasers, according  to  the  examination 
report.  ImmuCell  dwindled  to  around 
3  cents  a  share  before  doing  a  1-for- 
100  reverse  stock  split  last 
month  to  remain  on  the 
Nasdaq  system. 

Stuart-James  stocks,  of 
course,  don't  always  go 
down.  Sometimes  they  go 
up.  But  investors  often  en- 
counter resistance  when 
they  try  taking  profits. 
Former  brokers,  one  of 
whom  left  the  company  as 
recently  as  June,  say  they 
were  routinely  instructed 
not  to  allow  customers  to 
sell  their  shares  without 
first  lining  up  another 
buyer.  This  practice,  in  in- 
dustry argot,  is  called  "no- 
net selling."  It  is  illegal. 

To  see  how  it  works, 
consider  Craftmade  Inter- 
national. Craftmade  was 
offered  at  $3.50  in  April  1990  and  was 
up  25%  in  May.  One  former  Stuart- 
James  broker  in  an  Atlanta  office  says 
his  regional  manager  prevented  him 
from  selling  Craftmade  for  a  customer 
shortly  after  the  April  initial  public 
offering  despite  the  fact  that  the  client 
would  have  earned  a  30%  profit.  Says 
the  ex-broker:  "We  couldn't  sell 
Craftmade  if  we  wanted  to  keep  our 
jobs."  The  broker  says  the  client  later 
complained  to  the  manager,  and  was 
finally  allowed  to  sell  at  $3.75— a  7% 
profit. 
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Another  former  broker,  this  time  in 
Irvine,  Calif.,  tells  of  a  time  last  year 
when  a  client  wanted  to  sell  30,000 
shares  of  Kushner-Locke,  an  enter- 
tainment company  whose  stock  had 
jumped  from  around  $1.75  to  $3.50  in 
a  matter  of  four  days.  But  when  he 
took  the  sell  ticket  to  the  regional 
manager,  the  broker  recalls,  "He  got 
on  the  blow  horn  and  said,  'He's 
dumping  on  our  baby!'  Everyone  in 
the  office  went,  'Boo,'  and  turned 
down  their  thumbs."  The  manager  in- 
structed the  broker  to  call  the  inves- 
tor back  and  persuade  him  to  buy 
more  Kushner-Locke.  Now  the  stock 
is  back  down  to  around  $2. 

hi  mid- 1 989  Huguette  Wilson,  a  53- 
year-old  widow  from  Newport  Beach, 
Calif.,  sent  $54,000  from  her  trust  ac- 
count to  a  broker  in  Stuart-James'  Ir- 
vine office.  He  put  most  of  it  into 
Disease  Detection  International  at 
prices  ranging  from  28  cents  at  the 
time  to  18  cents  by  late  last  year. 
Never  mind  that  it  had  never  earned  a 
dime.  "They  pressured  me  to  buy  as  it 
was  going  down,  telling  me  I  would 
double  my  money,"  Wilson  says. 
"Then  they  would  not  let  me  sell  my 
shares  and  close  the  account."  After 
complaining  for  months,  Wilson  was 
able  to  liquidate  her  stockholdings 


last  April,  losing  more  than  half  of  her 
original  investment.  She's  now  look- 
ing for  a  good  lawyer. 

Frank  Lynch,  an  Atlanta-area  busi- 
nessman, bought  three  stocks  from  a 
Miami-based  Stuart-James  broker — 
Warrantech,  Kushner-Locke  and 
Greenstone  Rabasca  Roberts.  Before 
leaving  for  a  three-week  honeymoon 
in  Europe  last  summer.  Lynch  in- 
structed his  broker,  Gregory  Prato,  to 
sell  his  holdings  only  if  a  stock  fell 
10%  or  more  from  its  high. 

When  Lynch  returned  to  Atlanta, 


he  opened  a  statement  from  Stuart- 
James  to  find  that  Prato  had  sold  all  of 
his  Warrantech  warrants  plus  all  of 
his  Kushner-Locke  and  Greenstone 
stock — none  of  which  had  gone  down 
by  10%.  In  fact,  Kushner-Locke  had 
gone  up,  to  $3.50  from  the  original 
price  of  $1.  Prato,  however,  had  put 
Lynch  into  three  new  securities — Im- 
muCell, Preferred  Homecare  and  Eu- 
ropa  Cruises — none  of  which  Lynch 
authorized,  all  of  which  were  spon- 
sored by  Stuart-James.  And  worse, 
five  days  after  Prato  sold  Lynch 's 
2,500  shares  of  Greenstone,  he  bought 
them  back  plus  7,100  more  at  a  10% 
higher  price.  The  new  stocks  all 
tanked.  Even  with  gains  on  the  stock 
Prato  sold.  Lynch  lost  $2,000. 

Lynch  contacted  Georgia  state  se- 
curities officials.  In  May  Prato  was 
suspended  for  30  days  and  fined 
$5,000.  Lynch  says  Stuart-James  of- 
fered him  $42,000  worth  of  Kushner- 
Locke  stock  to  replace  what  he  could 
have  made  on  his  investment,  but  he 
refused.  Instead,  he  plans  to  file  suit 
against  the  company.  "As  far  as  I'm 
concerned,  I'll  spend  the  $42,000  to 
hang  them  out  to  dry,"  says  Lynch. 

Stuart-James  brokers  have  a  tech- 
nique called  "swapping  clients."  A 
former    broker    at    the    Woodbridge, 
N.J.,    Stuart-James    office 
remembers        conference 
room    "swap    meets"    in 
which    reps    traded   their 
customers'    names.    The 
brokers  would  call  their 
new       customers,       bad- 
mouth   the   original   bro- 
kers, then  get  the  inves- 
tors to  sell  their  holdings 
and  buy  into  a  new  bag  of 
Stuart-James      securities. 
This  was  often  done  near 
the  end  of  the  month  to 
help  an  office  report  high- 
er gross  commissions  and 
put  a  little  extra  cash  in 
the   brokers'   pockets.   In 
the  picturesque   lingo  of 
penny  stock  brokers,  this 
is  known  as  "churn  and 
burn." 
Take,  for  example.  Randy  Caparco, 
a   Selden,    N.Y.,    investor  who   is   a 
member  of  one  of  two  class-action 
suits  filed  against  the  firm  in  the  last 
few  years.  According  to  the  suit,  in 
February      1989      Caparco      bought 
$22,500  worth  of  two  stocks — Envi- 
ronmental Diagnostics  and  Continen- 
tal Ventures — from  a  broker  in  Stuart- 
James'  office  in  Melville,  N.Y.  When 
the  broker  kept  pressing  him  to  buy 
other  stocks,  Caparco  complained  to 
the  office  manager.  The  calls  stopped. 
But  a  month  later  another  Stuart- 
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James  salesman  called  Caparco.  This 
new  one  said  he  was  the  office  manag- 
er and,  unlike  the  previous  broker, 
was  "a  real  professional"  who  had 
"solid  information."  After  repeated 
calls,  the  salesman  convinced  Ca- 
parco to  sell  out  of  the  other  two 


stocks — at  a  $9,300  loss — and  buy 
500,000  shares  of  Celerity  Computing 
at  IV2  cents  a  share,  promising  rosy 
returns.  The  broker  told  Caparco  he'd 
be  able  to  buy  his  wife  "a  swimming 
pool"  with  the  money  he  was  going  to 
make.  Today  Celerity  is  trading  for 


less  than  a  penny.  Caparco's  losses  so 
far:  $22,000. 

Note  that  most  of  these  episodes 
occurred  only  last  year  or  this  year., 
Does  this  sound  like  the  record  of  a 
company  that  has  truly  turned  over  a 
new  leaf?  It  doesn't  to  us.  ■ 


Legendary  fund  manager  George  Soros  is 
trying  to  turn  bad  investments  into  solid 
value.  Meet  Mr.  Fixit:  Raymond  Wechsler. 

Pulling  Sharon 

Steel  off  the 

scrap  heap 


By  James  R.  Norman 


When  you  manage  a  $2.1  billion 
worldwide  portfolio  of  stocks,  bonds 
and  futures  contracts,  you're  bound  to 
have  a  few  goofs — even  if  you  arc 


George  Soros. 

The  per-share  value  of  his  overseas- 
based  Quantum  Fund  has  tripled  in 
the  past  five  years,  keeping  aloft  Sor- 
os' reputation  as  having  one  of  the 
hottest  hands  in  money  management. 


George  Soros  (right)  and  Raymond  Wechsler- 

Salvaging  sweet  deals  from  investments  gone  sour. 


\ 


But  this  hasn't  saved  Soros  from  being 
stuck  with  junk  bond  positions  that 
have  turned  into  major  equity  stakes 
in  a  few  troubled  companies.  The  big 
gest  of  these  is  Sharon  Steel  Corp. — 
formerly  controlled  by  Victor 
Posner — which  has  been  in  Chapter 
11  for  three  years.  Quantum  holds 
$105  million  of  Sharon  bonds,  whichjl 
have  paid  no  interest  in  five  years. 

Having  already  taken  his  writeoffs, 
Soros  could  just  walk  away,  as  most: 
money  managers  would.  A  trader  at 
heart,  Soros  normally  wouldn't  want 
to  get  involved  in  the  salvage  and  bail- , 
out  business.  But  with  the  help  and ' 
encouragement  of  key  adviser  Ray-  :| 
mond  H.  Wechsler,  a  determined  junk  a 
fixer,  Soros  is  now  poised  to  take  over  1 
and  fix  up  Sharon,  as  he's  been  trying 
to  do  with  $50  million  in  other  bad 
investments.  Thus  he  joins  the  ranks 
of  bondmailers — junkholders  who  re 
fuse  to  let  managements  walk  all  ovei 
them  (Forbes,  Aug.  6). 

Forbes  has  learned  that  Soros 
close  to  finalizing  plans  to  invest  at 
least  $20  million  in  cash  in  Sharon  tc 
bring  it  out  of  Chapter  11.  The  plar 
could  be  voted  on  by  creditors  as  earl) 
as  this  fall,  and  would  give  Soros  ef 
fective  control  of  the  nonsteel  por 
tions  of  Sharon.  These  consist  o 
Mueller  Brass  Co.  and  variolis  miner 
al  properties  with  $500  million  in  rev 
enues.  The  steel  units,  with  $540  mil 
lion  in  annual  sales,  would  be  sold  t 
Castle  Harlan  Inc.  for  $300  million  i 
cash,  debt  and  assumed  liabilities 
Unsecured  bondholders  and  trad 
creditors  could  get  just  over  30  cent 
on  the  dollar  for  their  $600  million  o 
of  claims.   Workers   would  kee 
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"Its  always  better 

to  negotiate  from 

a  position  of  power:" 


"Toyota,  Hove  what  you  do  for  me!' 


---c......_„.„....,_„,_„„^__^_^_^^^^^^^^^^^^^^^ 


©1989  Toyota  Motor  Sales.  U.S.A..  Inc. 
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Our  Wonder  Fiche  Not  Only 

Saves  A  Lot  Of  Trees^  It  Can 

Help  \bu  Save  Acres  Of 

Office  Space,  As  WeU. 

Somebody  has  to  cut  down  a  tree 
to  aeate  a  cubic  foot  of  paper.  And  on 
the  average,  every  cubic  foot  of  paper 
will  take  over  a  square  foot  of  office 
space.  So  youll  do 
both  the  natural 
environment  and 
the  business  envi- 
ronment a  whole 
lot  of  good  by  out- 
putting  your  com- 
puter ^ta  directly 
to  microfiche  and 
skipping  the  paper 
stage.  And  you  can 
do  rt  better,  quid<er 
and  more  effectively 
on  a  state-of-the-art 
information  and 
image  management 
system  by  Anacomp. 


The  DatagiaphiX  XFP  2000^^' 
miaographics  system  not  only  will 
save  you  a  fortune  in  paper  and  storage 
costs,  youTJ  save  in  inaeased  produc- 
tivity and  efficiency  as  v/ell. 

For  People  Who 
Can't  Yet  Fly 
Anacomp  Presents  A  Bridge. 

If  you've  heard  that  fiche  are 
endangered  spedes,  you  should 
know  that  they  are  alive  and 
/     kicking  tail  at  Anacomp.  Our 
■'"'^^  ,    "WbnderRche  system  is  a  state- 
of-the-art  Image  and  Informa- 
tion Management  (I  &  IM) 
platform  for  the  hiture-a  bridge  to 
the  newly  emerging  technologies  of 
optical  disks  ancf sophisticatea^ser 
printing.  It  gives  you  the  most  practical 
system  today-yet  offers  you  the  flexi- 
bility to  grow  well  into  the  21st  cen- 
tury Wmt's  more,  our  system  is  a 
software  driven  systern,  which  is 
designed  tD  double  the  throi^hput  of 
competitive  miacgraphics  setups. 


Find  A  Fart  In  A  Forest  h 
Of  Information  Without 
Turning  Over  Every  Leaf. 


Pi 


And  with  the  enhanced  retrievabi 
ity  of  our  ANAERIEVE™  system  a  \] 
the  advanced  sorting  capabilities  of    ^ 
Advanced  Functionlndexin^  you 
can  sort  out  your  companyS^proo- 
lems  and  get  a  hold 
of  the  big  picture  in 
a  matter  of  sec- 
onds. These 
features 
tumour 
micro- 
graphics 


ETHAT 

NFORESr 


ems  into  a  powerful  decision  mak- 
tDol  for  your  company 

It's  Not  Magic. 

It's  No  Illusion. 

al^is  The  Best  Information 

nd  Image  Management 

ystem  i&ailable  Today 

vnacomp's  new  Data-. 
hiXOT2000is 
Dnly  COM  system 
^ned  tD  incorporate 
lew  gr^hic  capaM- 
linto  Its  Advanced 
Hon  Platform^ 
jonXEP  2000  wiU  offer 


enhanced 
inptheabffitytopi 
replications 
or  forms      i 
and  docu- 
ments from 
computer 
generated 
data.  It 
will  also  in- 
clude your 
choice  of  mul- 
tiple fonts,  logo-   \ 
types,  graphic       \ 
treatments  and      \ 
signatures.  Checl<s 
can  look  lil<e  checl<s.  Ibwer  bills 
can  look  lil<e  power  bills.  Insurance 
policies  can  look  lil<e  insurance 
policies,  \6ull  never  have  to  settle 
for  showong  a  customer  a  plain 
vanilla  computer  printout  again. 
Wfiat's  more  every  time  you  send 
out  a  copy  of  a  document^  youll  also 
send  out  a  strong  state- 
ment about  your 
company 

Rest  assured  that  as 
optical  disks  and  the 
latest  developments  in 
bit-mapped  data  laser 

printing  systems 
become  practi- 
cal and  possi- 
bk  youll  be 
able  to  tal<e 
advantage  of  them 
v/ith  Anacompk 
new  system. 


It's  What  More  And  More 

Companies  Are  Doine  lb  Cope 

With  The  Out-Of-S^ce  Age. 

If  your  company  would  lil<e  to 
reduce  the  paper  mountain  that 
stands  between  you  and  your  cor- 
porate goals,  you  need  Anacomp. 
If  youie  casting  about  for  an 
enhanced  miaco^aphics  system^ 
^^     don't  let  us  be  the  Wonder  Fiche 
^^      that  got  away  For  a  demon- 
stration of  the  advantages  of 
owning  an  ANACOMP  I  &  IM 
system,  or  simply  letting  us  operate 
one  for  you  through  our  service  bureaus^ 
write  J.  Mark  Woods,  Chief  Operating 
Officer,  Exeaitive  Vice  President 
Anacomp,  Inc.,  One  Bucl<head  Plaza, 
3060  Peaditree  Road,  N. W,  Suite  RX), 
Atlanta,  GeoiPia  303()5.  Or  simply 
caU4m-262-^7 

So  let  us  show  you  hov^  when  it 
comes  to  miciographics,  you  can  tell 
the  forest  frr)m  me  trees. 


TFiE  IMAGE  OF  THE  FUTURE. 

anacamF 

©  1990  Anacomp,  Inc  ,  Anacomp  and  DatagtaphiX  arc  registered 
trademarks  of  Arucomp,  Inc.  DaiagraphiX  3(X)0  (and  XFP  2(XX)),  Advanced 
Function  Indcxingand  ANATRIEVE  are  trademarks  of  Anacomp,  Inc 


their  jobs  and  pensions. 

The  main  architect  of  all  this  is 
Wechsler,  45,  who  would  be  chief  ex- 
ecutive of  the  nonsteel  remnants.  He 
is  the  ex-RCA  and  at&t  finance  man 
brought  in  to  run  moribund  United 
Press  International  in  1984.  He  made 
the  news  service  turn  its  first  profit  in 
23  years  with  20%  pay  cuts  and  15% 
layoffs.  Then  he  put  upi  into  Chapter 
11.  He  left  UPI  when  it  was  sold. 

Since  then  he's  been  turning  heads 
and  stepping  on  toes  in  the  bankrupt- 
cy business.  Critics  call  him  an  ego- 
maniac and  an  irritant  for  his  inde- 
pendent efforts  to  prod  along  the 
bankruptcy  process.  "In  some  ways 
Quantum  has  screwed  things  up," 
gripes  Sharon  trustee  Franklin  E.  Ag- 
new:  "We  might  be  further  along"  on 
labor  talks,  asset  sales  and  steel  prof- 
its. Still,  he  says,  "I  admire  [Wechsler 
and  Soros']  sense  of  purpose." 

Wechsler  met  Soros  while  working 
on  a  Chapter  1 1  plan  for  the  Victoria 
Station  restaurant  chain,  in  which 
Soros  was  the  main  secured  lender. 

At  the  time,  Soros  was  looking  for  a 
workout  pro  to  evaluate  a  series  of 
problem  oil  and  steel  investments 
dating  from  the  mid-1980s.  These  in- 
cluded nearly  $20  million  in  oil  and 
gas  promoter  Kenai  Corp.  and  up- 
wards of  $15  million  in  troubled  oil 
and  gas  producer  Crystal  Oil. 

Wechslcr's  first  assignment:  Hous- 
ton-based Kenai.  Once  a  $100  million 
oil  well  promoter  and  driller,  it  was 
struggling  to  emerge  from  Chapter  1 1 
in  the  name  of  its  tiny  oil  tool  repair 
unit,  ERC  Industries  Inc.  Wechsler 
convinced  Soros  to  put  in  $3  million 
to  pay  off  creditors  and  take  51%  con- 
trol. Since  it  went  public  early  last 
year,  erc's  over-the-counter  shares 
have  jumped  to  around  IVi  from  25 
cents,  and  Soros  is  close  to  recovering 
his  total  investment.  Wechsler  is  now 
chairman  and  chief  executive,  draw- 
ing $15,000  a  month  in  fees,  and  shop- 
ping for  an  acquisition. 

Next,  Soros  installed  Wechsler  on 
the  board  of  Crystal,  where  one  of 
Wechsler's  first  jobs  was  ousting  the 
chief  executive  this  February.  Soros 
combined  Crystal  for  a  time  with  Har- 
kin  Energy  Corp.  but  last  year 
swapped  his  Harkin  stake  for  72% 
control  of  Crystal.  The  company  is 
profitable  again,  on  $29  million  of  rev- 
enues last  year.  But  without  a  major 
acquisition,  it  has  no  hope  of  using 
$246  million  of  tax  losses. 

Crystal's  shares  trade  at  just  over 
$2 — barely  above  their  alltime  low. 
"If  Soros  is  not  underwater,  he  sure 
hasn't  made  much,"  says  John  C.  Bo- 
land,  publisher  of  Bankruptcy  Values. 
Still,    Boland    thinks    Crystal    could 
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turn  out  to  be  a  winner  for  Soros. 
Goldman,  Sachs  was  recently  hired  to 
look  at  a  possible  sale  of  Crystal.  But 
Wechsler  has  convinced  Soros  to  hang 
on,  look  for  a  major  acquisition  and 
wait  for  higher  oil  prices. 

Wechsler  has  also  joined  the  board 
of  another  Soros  problem  child:  Balti- 
more-leased chain  Jos.  A.  Bank  Cloth- 
iers. The  39-store  upmarket  retailer  is 
swamped  with  about  $85  million  of 
debt  from  an  overpriced  1986  lever- 


aged buyout.  Soros  bought  some  o 
that  initial  debt,  then  put  in  $1 1  mil 
lion  more  equity  last  year.  Now  he', 
stuck.  Wechsler  is  mum  on  what' 
ahead  for  Bank,  but  all  signs  poin") 
toward  a  major  shakeup. 

No  question:  There's  going  to  h 
lots  of  money  made  unraveling  some 
of  yesteryear's  overpriced  and  overle 
veraged  deals.  With  Wechsler  as  hi 
hatchet  man,  George  Soros  is  biddinj  • 
for  a  piece  of  the  action.  ■  J| 


Japanese  hanks  can  raise  debt  capital  here 
more  cheaply  than  most  U.S.  banks  can.\ 
Make  no  mistake,  the  Japanese  bankeri 
intend  to  press  that  advantage. 

A  yen  for 
U.S.  capital 


By  Hoirard  Rudnitsky 


As  IF  American  banks  didn't  have 
enough  headaches,  now  they 
i  will  find  themselves  compet- 
ing to  raise  funds  in  U.S.  capital  mar- 
kets against  giant  Japanese  banks. 

Recently  Sumitomo  Bank,  the 
world's  third-largest  bank,  with  $407 
billion  in  assets,  raised  $500  million 
through  an  issue  of  ten-year  subordi- 
nated notes  in  the  U.S.  The  annual 
interest  rate  was  a  low  9.55%.  Large 
U.S.  banks  like  Chemical  Bank  or 
Chase  Manhattan  pay  over  11%  for 
long-term  debt  capital.  The  Japanese 
advantage  comes  at  a  time  when  fed- 

John  Segal 
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eral  regulators  are  urging  U.S.  banks 
to  raise  their  capital  to  exceed  8%  of 
assets  by  1992.  Raising  that  capital 
will  be  a  tough  task  for  a  number  of 
big  U.S.  banks,  some  of  which  now 
have  capital  of  less  than  8%. 

Over  the  next  few  years,  dbout  ten 
Japanese  banks  are  expected  to  raise 
several  billion  dollars  in  debt  in  the 
U.S.  The  Japanese  can  use  this  lower 
cost  money  to  expand  their  U.S.  oper 
ations.  In  fact,  Japanese  banks  intend 
to  open  or  expand  27  offices  in  13  U.S. 
cities,  according  to  an  internal  memo- 
randum that  was  issued  by  Japan's 
Ministry  of  Finance  and  obtained  by 
the  trade  paper  American  Banker. 

Why  raise  long-term  capital  in  the 
U.S.  when  Japanese  banks  can  raise 
capital  at  cheaper  rates  in  Japan?  One 
reason:  The  decline  in  the  value  of  the 
yen  this  year  has,  in  effect,  shrunk  the 
value  of  the  yen-denominated  capital 
the  Japanese  hold  against  their  U.S. 
banking  assets.  By  raising  capital  in 
dollars  in  the  U.S.,  Japanese  banks  can 
minimize  the  effect  such  currency 
swings  have  on  their  capital  ratios. 
Moreover,  because  of  recent  declines 
in  the  Japanese  stock  market,  the 
Ministry  of  Finance  wants  Japanese 
banks  to  raise  money  outside  Japan 
rather  than  at  home.  No  sense  de- 
pressing Tokyo  stocks  any  further.   ■ 
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The  Right  Kind 
of  Value 


Energy  PanCanadian  Petroleum  has 
working  interests  in  eight  million  net  acres 
supported  by  aggressive  exploration, 
development  and  acquisition  program. 

Fording  Coal  is  one  of  v/orld's  most 
efficient  coal  producers  and  has  two 
billion  tonnes  of  metallurgical  and 
thermal  coal  reserves. 

Forest  Products  Canadian  Pacific 
Forest  Products  is  one  of  world's 
largest  producers  of  newsprint 
and  pulp  and  also  manufactures 
paperboard  and  packaging,  white 
paper,  tissue  and  lumber 

Real  Estate  Marathon  Realty  has 
27  million  square  feet  of  leasable 
space  in  shopping  centers,  office, 
industrial  and  aviation  buildings  in 
Canada  and  the  United  States. 


Transportation  CP  Rail  freight 
train  emerges  from  Mount 
Macdonald  Tunnel,  longest 
railway  tunnel  in  North  America 
and  part  of  major  capacity 
expansion  project  in  Western 
Canada. 


Our  primary  goal  at  Canadian 
Pacific  is  creating  value  for 
our  shareholders. 

An  extensive  restructuring 
program  has  transformed  our 
company.  The  level  and  quality 
of  our  earnings  have  increased 
and  our  financial  position  has 
improved  quite  dramatically. 

Our  job  isn't  finished,  and  it  never 
will  be,  but  we  are  succeeding  in 
building  a  high-quality  investment 
vehicle.  We  are  doing  it  by 
reducing  costs,  increasing 
productivity  and  establishing 
strong  leadership 
positions  in  each  of  our 
core  businesses.  And  by 
using  our  management 
skills  and  financial 
flexibility  to  develop  the 
inherent  strengths  of 
these  businesses  and 
to  respond  to  the 
challenges  of  today's 
increasingly-competitive 
global  marketplace. 

At  Canadian  Pacific, 
we  always  keep  an  eye  on  our 
primary  objective:  producing 
higher  returns  and  better  quality 
earnings  for  our  shareholders. 

For  more  information  write: 
Vice-President,  Investor  and 
Industry  Relations,  Canadian 
Pacific  Limited,  P.O.  Box  6042, 
Station  A,  Montreal,  Quebec, 
Canada  H3C  3E4. 


Canadian  Pacific  Limited 


Northern  Virginia  Electric  has  an  out- 
standing growth  record.  It  doesn  V  hurt  that 
the  federal  taxpayer  subsidizes  both  the 
company  and  its  customers. 

Nobody  here 
but  us  fanners 


By  James  Cook 


HARRY  K.  Bowman,  64,  the 
brusque,  expansive  boss  of  Ma- 
nassas, Va.'s  Northern  Virgin- 
ia Electric,  runs  one  of  the  best-per- 
forming outfits  in  the  U.S.  utihty  in- 
dustry. Over  the  last  five  years,  when 
industry  revenues  have  grown  barely 
18%,  about  in  line  with  inflation,  No- 
vec's  revenues  have  risen  by  nearly 
80%,  to  $110  million,  its  customer 


base  by  53%,  to  66,000,  and  its  equity 
by  over  200%,  to  $56  million. 

Novcc  is  lucky,  of  course.  It  serves  a 
700-square-mile  area  30  miles  south- 
west of  Washington,  D.C.,  on  the  far 
side  of  Dulles  International  Airport. 
As  the  government  and  the  lobbying 
apparatus  that  deals  with  the  bureau- 
cracy have  grown,  so  has  Novec. 
"We're  a  bedroom  community  for 
metropolitan  Washington,"  Bowman 
says.  Washington  has  been  among  the 


fastest-growing  metropolitan  areas  in 
the  U.S.  Development  in  Novec's  ser- 
vice area  is  so  rapid,  in  fact,  that  many 
of  its  power  failures  come  not  from 
natural  phenomena — fire  and  flood, 
snow,  rain  and  sleet — as  they  do  for 
most  electric  companies,  but  from 
contractors'  backhoes  and  bulldozers 
cutting  into  Novec's  underground 
power  lines. 

Too  bad  investors  can't  share  in  this 
growth,  for  Novec  is  a  cooperative, 
not  a  public  company.  Novec  doesn't 
really  have  customers,  it  has  mem- 
bers— 66,000  of  them.  Anyone  who 
wants  to  hook  up  to  Novec's  3,700- 
mile  distribution  system — suburban 
householders  and  industrial  custom- 
ers alike — has  to  join  the  cooperative 
and  pay  a  $10  membership  fee.  Novec 
members  get  their  power  substantial- 
ly at  cost,  and  whatever  excess  of  rev- 
enues over  expenses  the  company 
builds  up  goes  to  build  company  equi- 
ty. Novec's  members,  therefore,  are 
not  only  Novec's  customers  but  also 
its  owners,  and  they  oversee  the  com- 
pany's direction  through  a  ten-mem- 
ber volunteer  board  currently  headed 
by  President  J.  Manley  Garber,  a  local 
real  estate  developer. 

Periodically,  Novec  pays  a  dividend 
to  its  members  in  proportion  to  their 


Putting  power  lines  underground  in  a  Northern  Virginia  Electric  dei>elopment 
What  are  storm,  fire  and  flood  compared  to  a  contractor's  bacfchoe? 
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Phocograptu*  b\  Paul  Penen. 


Novec  General  Manugo  III  Iff  \  *    '.,  /^/w 

8ul>si4lies  plus  suburbia  equaled  explosive  grttwth. 


power  consumption  as  a  tax  tree  re- 
turn of  capital.  But  the  pavut  is  a 
pittance,  running  to  less  than  '^'''•'  i  ♦ 
net  over  the  past  five  years.  What 
matters  is  what  Novec's  memhrrs 
have  to  pay  for  power,  and  Bowman  s 
job  is  to  keep  it  as  competitiv  Iv 
priced  as  possible. 

Why  this  unusual  form  of  owner- 
ship? Northern  Virginia  Electric  is 
typical  of  the  thousand  or  so  niral 
electric  cooperatives  that  have  bren 
created  sincq  1935  as  a  means  ct 
bringing  power  to  rural  districts  txi 
sparsely  populated  to  attract  the  a* 
tention  of  the  investor-owned  compj 
nies.  Of  course,  its  area  is  no  lonn'^r 
either  sparsely  populated  or  rural,  Hut 
Novec  is  a  holdover  from  the  davs 
when  it  was  both.  The  co-ops  are  ex 
empt  from  federal  income  taxes,  and 
they  live  off  low-cost  loans  from  the 
Rural  Electrification  Administration. 
In  short,  folks  in  the  Novec  area  livn 
off  indirect  federal  subsidies — eating 
at  the  taxpayer  trough,  like  most  ( t 
the  Washington  metropolitan  ar^a. 

Not  all  electricity  co-ops  have  en- 
joyed this  kind  of  growth,  of  course. 
But  most  rural  areas  now  have  electro  - 
power,  and  cooperatives  now  account 
for  over  10%  of  the  U.S.'  power,  serve 
over  25  million  customers  and  gener- 
ate over  $20  billion  a  year  in  revenues. 

Unlike  most  co-ops,  Novec  comH 
probably  have  made  its  wav  as  a  ■    ^ 
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vestor-awned  company.  After  all,  it 
e-  *  eoiiig  in  193^  by  buying  a  private- 
Iv  -wiei  generating  company  So  in 
N'.^vei  >•  »tr»'l.jrv,  Novec  is  doing  the 
I'  ^  that  jifider  other  circumstances 
w  <  .kl  have  Seen  done  by  investor- 
>*"evt  :.ompa!L.es 

\s  i  (.  .H.»pfr3nve,  Novec  has  some 
( lear  v.urL.pe»;'tve  advantages  There's 
the  iaconit  'ax  exemption — though 
when  e**ef,t!ve  Mtility  tax  rates  may 
av'-rag^  a*  1  jw  as  IS%,  that's  a  fairly 
ntiks!^  edge  Novec's  real  advantage 
IS   ♦«  .*     esu  t ;  *mancing  Novec  bor- 


A'  >i  f<    " « i>  I  t'*^e\tdent  J  Manley  Garter 
Wh^rr  th*  fwttomer  is  the  owner. 


rows  70%  of  the  money  it  needs  from 
the  REA  at  the  5%  rate  established  in 
1972.  The  rest  it  gets  at  market 
rates — currently  9.75% — from  a  coop- 
erative bank  the  U.S.'  operating  co- 
ops set  up  20  years  ago  to  supple- 
ment the  rea's  financing.  The  result 
is  that  Novec  was  paying  around  7% 
last  year  on  its  debt,  versus  9%  for 
the  investor-owned  industry,  and  do- 
ing so  with  a  debt  load  that  would 
terrify  most  investor-owned  utilities. 
With  only  membership  fees  and  re- 
tained earnings  for  equity,  Novec's 
debt  is  a  good  70%  of  its  capitaliza- 
tion, versus  under  50%  for  the  indus- 
try's, and  that's  down  from  80%  only 
five  years  ago 

Do  these  tax  and  interest  subsidies 
from  the  taxpayer  guarantee  lower 
rates  for  Novec's  customers?  In  fact, 
no  Last  year  its  average  residential 
rate  was  about  8  cents  per  kilowatt- 
hour  1 1  %  above  what  neighboring 
but  privately  owned  Virginia  Power 
was  charging. 

As  a  distribution  company,  Novec 
has  only  limited  control  over  its  costs. 
It  buys  almost  all  of  its  power  from  a 
power  supply  cooperative,  the  12- 
member  Old  Dominion  Electric, 
which  Bowman  happens  to  chair.  Old 
Dominion  in  turn  buys  80%  of  its 
power  from  neighboring  utilities  like 
Allegheny  Power  and  Potomac  Elec- 
tric (at  a  cost  of  44  8  mills  per  kwh), 
derives  the  rest  (at  31.5  mills)  from 
the  11%  interest  it  holds  in  Virginia 
Power  s  North  Anna  nuclear  power 
station  and  sells  it  (at  a  blended  rate  of 
41  5  mills)  to  Its  member  customers. 
By  1993,'  when  an  800,000-kw  coal- 
fired  plant  It  IS  building  in  partnership 
with  Virginia  Power  goes  into  opera- 
tion, Old  Dominion  will  reduce  its 
dependence  on  outside  suppliers  from 
80%  to  60% 

"I  don't  think  there's  any  question 
that  a  lot  of  utilities  would  like  to  take 
us  over,  "  Bowman  says  But  he  doesn't 
intend  to  let  this  happen.  He  has  lived 
most  of  his  life  in  the  cooperative 
movement  His  father  worked  for  a 
contractor  who  built  a  rural  distribu- 
tion system  for  a  co  op  in  Vermont, 
and  he  stayed  on  to  run  the  operation. 
After  a  stint  in  the  Army  and  an  elec- 
trical engineering  degree  from  the 
University  of  Vermont,  Bowman  him- 
self got  a  lob  with  one  of  Novec's 
predecessor  companies  in  1949. 

A  few  years  back  critics  complained 
that  Novec  no  longer  served  a  rural 
area  and  so  was  no  longer  eligible  for 
low  interest  rea  loans  But  it's  easier 
to  put  an  outfit  on  the  public  subsidy 
roll  than  it  is  to  get  it  off,  and  Novec's 
subsidies  and  its  odd  form  of  owner- 
ship seem  secure  ■ 
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dties.Twd  days. 


Easy 


The  AT&T  Calling  Cardm^kes  it  easy  to  cover  a  lot  of  ground.  No 
other  calling  card  even  comes  close  to  letting  you  call  so  many  places 
around  the  world  from  so  many  places  in  the  US. 

Or  offers  as  many  operators  to  speed  your  calls  through.  Or  gives 
you  as  much  service. 

No  other  calling  card  connects  you  to  a  woddwide  network  as 
reliable  as  ours.  And  does  it  all  with  the  ease  and  convenience 
of  the  wodd's  most  widely  accepted  calling  card. 

So  if  you  don't  have 
the  AT&T  Calling  Card, 
make  sure  getting  one  is 
the  next  thing  on  your 
itinerary 

To  get  your  free 
AT&T  Calling  Card,  call 
1  800  551-3131  Ext.  4203. 


AIKT.  How  can  we  help  you? 


ATgT 

The  right  choice. 


Georgia  s  Synovus  Financial  Corp.  is  coin- 
ing money  by  processing  credit  card  ac- 
counts for  other  hanks — and  for  the  banks' 
very  big  competitor. 


Backwater  bliss 


By  Janet  liovaek 


Is  Columbus,  Ga.'s  rapidly  grow- 
ing bank  holding  company  Syno- 
vus  Financial  Corp.  a  Trojan 
horse  for  at&t's  attack  on  the  com- 
mercial banks'  credit  card  business? 
So  claim  a  number  of  big  banks,  and 
not  without  reason.  In  March  the  tele- 
phone company  introduced  its  Uni- 
versal Credit  Card,  which  combines 
an  AT&T  calling  card  with  a  Visa 
or  MasterCard. 

By  the  end  of  this  year,  one 
Synovus  subsidiary  will  have 
opened  and  another  subsidiary 
will  be  processing  more  than  2 
million  Universal  Card  accounts. 
Noted  a  recent  issue  of  the  trade 
paper  American  Banker.  "Many 
observers  see  Synovus  as  a  co- 
conspirator (with  at&t]  within 
the  banking  industry's  ranks." 
Citicorp  and  Chase  Manhattan 
have  even  filed  complaints  with 
the  Federal  Communications 
Commission  and  the  Federal  Re- 
serve, charging  the  Syno- 
vus/at&t  deal  violates  various 
federal  laws.  — 

Should  the  deal  be  found  illegal, 
AT&T  has  contingency  plans — plans 
that  keep  the  processing  business 
with  Synovus.  And  even  before  it 
snared  AT&.T,  Synovus  had  turned 
back-office  bank  card  processing  into 
a  little  gold  mine  accounting  for  more 
than  a  fourth  of  its  earnings. 

The  card  processing  work  is  done  by 
Total  System  Services,  Inc.,  a  Syno- 
vus subsidiary  that  was  spun  off  as  a 
separate  company  in  1983.  Total  Sys- 
tem (1989  revenues,  $66  million) 
trades  on  the  New  York  Stock  Ex- 
change, where  it  is  valued  at  $550 
million,  around  46  times  earnings. 
Synovus  owns  82%  of  Total  System, 
which  is  a  big  part  of  why  the  $2.8 


billion  (assets)  bank  holding  company 
itself  has  been  trading  for  16  times 
earnings  and  2.6  times  book  value,  in 
a  market  that  values  the  average  bank 
at  about  9  times  earnings  and  1  times 
book.  Synovus'  market  value  is  about 
$560  million,  which  mcludes,  of 
course,  its  82%  share  of  Total  System. 
AT&T  has  a  minimum  five-year  con- 
tract with  Total  System  for  account 
processing  and  an  option  to  buy  new 


Ri*  Nclson/BUck  Star 


Total  System 's  Richard  Ussery 
AT&T's  co-conspiratorl 


stock  from  Total  System  that  would 
give  it  8.6%  of  the  company 

Even  before  at&t  signed  up,  Total 
System  processed  transactions,  issued 
statements  and  embossed  cards  for  1 6 
million  accounts,  including  cards  is- 
sued by  such  big  names  as  ncnb.  Gen- 
eral Electric  Capital  Corp.  and  Pru- 
dential-Bache.  In  the  bank  credit  card 
processing  business,  only  American 
Express,  which  processes  27  million 
accounts,  is  bigger. 

Synovus'  high  stock  price  has 
helped  Chairman  lames  Blanchard  ac- 
quire a  slew  of  small  banks  and  some 
savings  and  loans.  Blanchard  aims  to 
grow  beyond  Georgia,  Florida  and  Al- 
abama into  Teimessee  and  the  Caroli- 


nas,  and  to  more  than  triple  Synovus' 
assets,  to  $10  billion  by  1995.  But  he 
won't  pursue  that  goal  at  all  costs. 

"If  we're  running  the  company  just 
to  get  to  $10  billion,  the  odds  are 
better  than  50-50  we'll  fail,"  he  says. 
"If  we're  $4  billion  or  $5  billion  at  the 
end  of  five  years,  I'm  not  going  to  feel 
like  we've  got  to  apologize  if  we're 
still  performing  well." 

Most  of  the  28  banks  that  Synovus 
has  bought  since  1984  have  kept  their 
local  names  and  managers  while 
building  market  share.  Blanchard 
knows  firsthand  the  value  of  a  good 
local  name.  His  father  was  president 
of  Columbus  Bank  &  Trust  in  the  late 
1950s  and  1960s.  After  he  died,  in 
1969,  bank  directors  wooed  Blan- 
chard— then  a  28 -year-old  lawyer 
without  banking  experience — to  take 
over.  "I  think  not  being  a  banker  was 
a  real  plus"  in  strategic  planning,  says 
Blanchard,  who  has  been  quick  to 
jump  at  new  opportunities;  he  en- 
courages his  colleagues  to  do  like- 
wise. (Columbus  Bank's  holding  com- 
pany changed  its  name  last  year  to 
Synovus,  a  conjimction  of  "synergy" 
and  novus,  Latin  for  "new.") 

Through  this  enlightened  oppor- 
tunism was  Total  System  created.  In 
1966  Columbus  Bank  bought  its 
first  computer  and  recruited  the 
likes  of  teller  Richard  Ussery, 
now  president  of  Total  System,  to 
learn  programming  on  the  job. 
The  bank  wrote  and  sold  its  own 
software.  In  1974,  when  a  Florida 
banker  mentioned  the  fat  fees  his 
bank  paid  for  credit  card  process- 
ing, the  Georgians'  eyes  lit  up. 
They  saw  that  with  telecom- 
munications advances,  their  loca- 
tion in  a  remote  but  relatively 
cheap  labor  market  was  ideal  for  a 
back-office  operation. 

Synovus  Vice  Chairman  H. 
Lynn  Page  concedes  that  it's  go- 
ing to  be  "hard  to  hold"  Total 
—  System's  current  1 5% -plus  after- 
tax profit  margins  as  General  Motors' 
EDS  and  others  aggressively  enter  the 
card  processing  business.  Still,  vol- 
ume increases  will  help,  since  Total 
has  been  investing  heavily  in  new  fa- 
cilities. By  1995  Total  System  aims  to 
process  40  million  accounts.  The  Uni- 
versal Card  alone  has  enormous  po- 
tential: AT&T  has  a  base  of  22  million 
consumer  calling  card  accounts. 

Can  Synovus  handle  this  gush  of 
coming  new  business?  Paul  Kahn, 
AT&T's  Universal  Card  chief,  seems 
to  have  no  doubts.  "Don't  be  fooled  by 
their  accents,"  says  Kahn  of  the  fel- 
lows who  run  Synovus  and  Total  Sys- 
tem. "They're  good  old  Georgia  boys, 
but  they're  sharp."  ■ 
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Two  world  records  for  size. 


The  world's  largest  flower 
and  the  world's  largest 
glass  tube.  Both  measure 
over  3  feet  in  diameter. 


There's  no  other  flower  in  the  world 
that  measures  up  to  the  Rafflesia 
arnoldii  when  it  comes  to  sheer 
size. 

This  parasitic  plant  lives  on 

the  roots  of  a  wild  vine  in  the  jungle 
of  Sumatra.  Its  red-speckled  blos- 
som beats  all  records:  it  measures 
over  3  feet  in  diameter  and  tips  the 
scales  at  over  15  lbs. 
Schott  special  glass  prod- 
ucts also  hold  some  world  records. 
For  example,  the  Jargest  glass  tube 
ever  made. 

This  particular  giant  has  a 

39-inch  diameter.  And  it's  just  one 
of   Schott's   2,500    standard    ele- 


ments for  constructing  chemical 
plants.  f\/lade  of  borosilicate  glass, 
it  resists  corrosion  and  can  with- 
stand thermal  shock  -  two  proper- 
ties that  make  it  ideal  for  use  in  the 
chemical  and  pharmaceutical  in- 
dustries. 

The  world's  largest  glass 

tube,  available  from  Schott  Pro- 
cess Systems  Inc.,  is  just  one 
example  of  how  Schott's  innovative 
development  responds  to  specific 
needs.  In  today's  world,  special 
glass  helps  keep  technology  ad- 
vancing. 
Schott   worldwide:    50,000 


represented  in  more  than  100  coun- 
tries, with  over  $1  billion  in  sales. 

Schott  in  North  America: 

11  companies  employing  more  than 
1,800  people. 

Would   you    like   to   know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  F  31,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


ra  SCHOTT 

products,  50  production  facilities,       Nobody  knows  more  about  glass. 


The  Universal  Langu 


i>,ewooTelecom  oa,ljn 


E  OF  Communications. 


Daewoo  is  quickly  establishing  itself  as  an  important  voice  in 
telecommunications.  Daewoo  Telecom  is  a  major  manufacturer  of 
personal  computers,  laptops  and  computer  peripherals.  And, 
recently,  Daewoo  Telecom  completed  a  new  semiconductor  design 
center  and  production  line  that  will  give  the  company  even 
greater  computer-manufacturing  potential.  Daewoo  Telecom  is 
also  a  maker  of  everything  from  telephones  and  facsimile 
machines  to  high-capacity  digital  switching  and  transmission 
systems  like  the  TDX-IB  and  the  TDX-10.  For  more  information 
on  how  we  can  help  your  company  thrive  in  the  information  age, 
call  Daewoo. 

Daewoo  Telecom  Co.,  Ltd.  (617)  239-0486 
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The  Universal  Language  of  Quality. 


The  Larger  Context 


By  Michael  Novak 


We  have  often  faced  4th  and  20  with  the 
clock  running  out.  Our  greatest  plays 
usually  came  when  we  were  losing. 

THE  GAME'S 
NOT  OVER 


And  about  enterprise,  initiative  and 
risk,  do  Western  European  socialists 
or  Americans  have  more  to  teach? 

In  the  same  vein,  many  years  ago, 
my  father  gave  me  good  advice: 
"Never  bet  against  Notre  Dame  or 
the  United  States  of  America."  I 
took  him  to  mean  that  spirit  counts 
for  something.  By  contrast,  Mr. 
Kennedy  counts  mostly  military 
and  economic  power,  which  today 
are  losing  salience.  Other  classic 
forms  of  power — let  us  call  them 
faith,  ideas,  morale,  spirit,  vision, 
culture — are  gathering  force.  These 
shifts  in  the  meaning  of  power  give 
us  a  framework  for  evaluating 
America's  imminent  future. 

Beginning  in  1945,  it  was  the  role 
of  the  U.S. — a  role  neither  coveted 
nor  chosen  but  thrust  upon  an  isola- 
tionist nation — to  preside  over  the 
greatest  transformation  of  the  polit- 
ical economy  of  this  planet  in  world 
history.  Decolonization  would  be 
one  theme.  Liberation  from  poverty 
through  capitalist  economic  devel- 
opment would  be  a  second.  The 
building  of  democratic  republics 
would  be  the  third  theme.  (I  say 
"democratic  republics"  to  insist 
upon  the  protection  of  individual 
rights  and  to  avoid  the  tyrarmies 
implicit  in  "one  man,  one  vote.") 

The  linchpin  of  the  U.S.  strategy 
after  World  War  II  was  to  build  up 
its  two  fiercest  former  enemies,  Ja- 
pan and  Germany,  by  imposing 
upon  them  systems  designed  along 
democratic  capitalist  lines.  The 
idea  was  that  a  worldwide  network 
of  such  systems  would  fashion  a 
positive-sum  world,  in  which  the 
advance  of  one  nation  would  not 
beggar  the  others.  On  the  contrary, 
as  each  war-leveled  nation  recov- 
ered,  it  would  contribute  to  the 


It  was  quite  a  surprise  to  open  the 
London  Sunday  Times  a  couple  of 
weeks  ago  and  find  a  nasty  attack  on 
a  Forbes  column  of  mine  (Apr.  30).  I 
wrote  that  Professor  Paul  Kennedy 
of  Yale,  in  his  theory  of  "imperial 
overstretch,"  could  not  have  been 
more  wrong  in  predicting  American 
decline;  because  the  American  idea 
of  liberty  is  on  the  rise. 

That  irked  Professor  Kennedy, 
who  rejoined:  "The  democratic  free- 
doms that  are  being  regained  in 
Eastern  Europe,  or  gained  for  the 
first  time  in  the  Third  World,  are 
not  more  American  than  they  are 
French  or  Norwegian  or  Austra- 
lian." But  isn't  the  number  one  idea 
in  Western  Europe  in  the  1990s 
"federalism"?  The  practical  work- 
ing out  of  this  concept.  Lord  Acton 
wrote,  is  one  of  America's  greatest 
contributions  to  the  history  of  Lib- 
erty. And  isn't  the  great  crisis  of 
Eastern  Europe  today  the  "national- 
ities question"?  Regarding  plural- 
ism, the  smaller,  more  homoge- 
neous nation-states  of  Europe  have 
less  to  teach  than  America  does. 


Philosopher,  journalist  and  ex-U.S.  ambas- 
sador Michael  Novak  directs  social  and  po- 
litical studies  at  the  American  Enterprise 
Institute  in  Washington,  D.C.  His  book  The 
Spirit  of  Democratic  Capitalism  has  been 
widely  translated  around  the  luorld. 


wealth  of  others,  by  both  its  own 
production  and  its  new  markets. 

The  implication  of  this  scheme 
was  that  the  relative  standing  of  the 
U.S.  as  an  economic  and  military 
power  would  decline  as  the  other 
great  nations  rose  from  the  ashes. 
This  relative  decline  would  not  be  a 
defect.  It  would  be  a  triumph. 

Professor  Kennedy  notwithstand- 
ing, the  enduring  American  ideal 
has  not  been  to  become  a  great  pow- 
er in  the  old-fashioned  imperial 
sense.  The  enduring  American  ideal 
has  been  to  construct  a  Novus  Ordo 
Seclorum — a  new  order  of  the  ages — 
constituted  along  the  lines  of  the 
three  great  liberties  dear  to  the 
American  experiment:  political  lib- 
erty, economic  liberty  and  moral- 
cultural  liberty.  Call  this  mysti- 
cism, if  you  like,  or  "soft"  power. 

But  as  you  have  watched  Chinese 
students  in  Shanghai  carry  a  replica 
of  the  U.S.  Statue  of  Liberty,  lis- 
tened to  a  brewery  worker  in  Prague 
quoting  from  Jefferson  and  watched 
dissidents  in  the  15  republics  of  the 
U.S.S.R.  voice  dreams  of  new  de- 
mocracies, free  economies  and  lib- 
erties of  conscience,  surely  you 
have  been  tempted  to  think  that 
this  is  the  one  kind  of  power  most 
consistent  with  the  purposes  for 
which  the  U.S.  was  founded. 

The  declinists  have  also  forgotten 
that  the  U.S.  is  an  extraordinarily 
religious  country.  In  one  opinion 
poll,  75%  of  Americans  said  that 
religion  is  a  "very  important"  or 
"somewhat  important"  part  of  their 
daily  lives.  In  its  religious  serious- 
ness, the  U.S.  has  much  more  in 
common  with  the  Third  World  than 
with  the  highly  secularized  popula- 
tions of  Western  Europe  and  Japan. 
Leaders  in  our  business  communi- 
ty, incidentally,  are  among  the  most 
religious  of  our  elites — far  more  so 
than  professors  or  journalists. 

In  brief,  some  of  us  see  many  re- 
sources in  the  American  spirit  yet  to 
be  tapped.  We  recognize  that  in  the 
last  30  years,  during  "the  Age  of 
Permissiveness,"  there  has  been  a 
serious  erosion  of  the  nation's  moral 
and  religious  strength.  In  the  ancient 
language,  "We  have  sinned,"  and  we 
are  paying  for  our  sins:  More  hedo- 
nism and  debt  than  are  good  for  us, 
less  serious  study  and  disciplined 
achievement  than  we  are  capable  of. 

This  decline  lies  not  in  our  stars 
but  in  ourselves.  The  reason  not  to 
bet  against  Notre  Dame  is  that  its 
greatest  victories  come  when  it  is 
losing.  So  do  those  of  the  U.S.  ■ 
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The  growing  returns  on  America's 
investment  in  nuclear  energy. 


5% 
Another 


36% 
Nuclear 


Sources  of 
New  Electricity 
1973-1990 


Since  1973,  nuclear  energy  has  supplied  more 
than  one-third  of  the  new  electricity  used  by  a 
growing  U.S.  economy  and  population. 
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What  We  Would  Hjve  Paid 

Without  Nuclear  Energy 

($3 IS  billion) 


What  We  Actually  Paid 
($190  billion) 


Since  1973,  nuclear  energy  has  cut  America's 
foreign  oil  payments  by  $125  billion,  and 
continues  to  save  $13  million  a  day. 
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Greenhouse  Gas  Emissions 

Nuclear  energy  cuts  greenhouse  gas  emissions 
from  utilities  by  20%  and  helps  reduce  airborne 
pollutants  by  over  19,000  tons  every  day. 


9% 

Hydropower 


U.S.  Electricity  Sources 


Nuclear  energy  is  our  second  largest  source  of 
electricity,  enough  to  light  over  half  the  homes 
in  the  U.S.  Growing  needs  call  for  even  more. 


For  more  information  about  nuclear  energy,  write: 
U.S.  Council  for  Energy  Awareness,  P.O.  Box  66080,  Dept.  1109,  Washington,  D.C.  20035. 
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As  I  See  It 


In  his  first  interview  since  retiring  as  head 
of  Ford,  Don  Petersen  ruminates  on  indus- 
try's ills  and  his  achievements  and  failures. 

We  need 

manufacturing 

people  at  the  top 


By  Jerry  Flint 


IN  THE  EARLY  1980s  Donald  Peter- 
sen rescued  a  floundering  Ford 
Motor  Co.  by  presiding  over  the 
bringing  out  of  new  lines  of  cars  that 
appealed  to  buyers'  tastes  and  by  mak- 
ing profound  changes  in  Ford's  corpo- 
rate culture.  Says  he,  "Tauruses  will 
come  and  go,  but,  to  me,  the  most 
important  smgle  thing  that  I  did  at 
Ford  was  to  try  to  change  the  way 
people  work  together." 

Petersen,  63,  took  early  retirement 
this  year  at  the  peak  of  his  career  and 
with  Ford  restored  to  health  and  vigor. 
Forbes  interviewed  him  recently  in 
his  temporary  office,  provided  by 
Ford,  in  Dearborn,  Mich.,  not  far  from 
the  "Glass  House"  headquarters 
where  he  ruled  during  the  1980s.  Pe- 
tersen hasn't  fully  unpacked  his  rock 
collection,  but  there  are  a  few  stones 
aroimd — a  topaz,  a  sapphire — as  well 
as  several  mementos:  the  clock  from 
the  Cleveland  casting  plant  and 
mounted  butterflies  such  as  the  Nige- 
rian papilio  zalmoxis,  its  blue-green- 
black  wings  about  five  inches  spread. 

Ford's  management  tradition,  pre- 
Petersen,  was  generally  "cult  of  per- 
sonality," from  Henry  Ford  himself  to 
his  grandson,  Henry  II,  from  Robert 
McNamara,  who  ran  the  company  be- 
fore becoming  Secretary  of  Defense  in 
1961,  to  Lee  lacocca,  Ford's  president 
in  the  1970s,  men  cut  from  the  same 
cloth.  They  were  powerful,  demand- 
ing leaders.  Ford's  executive  suite  was 
known  as  a  brutal  place.  Given  a  mis- 
sion, a  Ford  man  came  back  with  his 
shield — or  upon  it. 

Petersen's  goal  was  to  replace  one- 
man   rule    with    team    participation 
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throughout  the  company,  from  the 
factory  floor  to  the  executive  suite.  "1 
had  enough  bad  experiences  in  my 
very  early  years,  watching  others  be- 
ing treated  in  what  I  know  is  a  very 
bad  way  by  superiors.  That  gave  me  a 
lot  of  trouble  personally. 

"Then  at  midcarcer  I  had  a  very 
refreshing  experience.  I  went  to  the 
truck  operations.  Fast-trackers  didn't 
go  there  then.  It  was  people  who  were 
seen  as  okay,  but  not  fast-trackers,  so 
let's  put  them  in  trucks. 

"The  pleasant  experience  was  there 
was  a  high  level  of  stability.  People 
got  along  extremely  well.  1  think  they 
perceived  themselves  as  not  necessar- 
ily going  to  go  anywhere  or  go  very 
far,  so  let's  enjoy.  Let's  make  a  hel- 
luva good  truck  and  let's  enjoy  our- 
selves while  we're  at  it. 

"They  did  leave  us  alone  to  a  very 
large  extent,  and  that  meant  we  were 
able  to  work  in  a  more  informal  atmo- 
sphere. It  got  rather  hard  to  know  who 
was  the  engineer  and  who  was  the 
financial  guy  and  who  was  the  person- 
nel guy.  Everybody  spoke  to  the  issue 
that  was  on  the  table.  So  that  was  an 
extremely  good  affirmation  for  me  of 
how  constructive  it  is  when  people 
work  together  and  really  believe 
they're  part  of  the  team." 

What  about  naked  ambition?  Isn't 
that  part  of  what  drives  business? 

"I  have  seen  more  careers  flame  out 
because  people  were  unable  to  work 
effectively  with  peers  than  any  other 
reason.  I  have  rarely  seen  someone 
stop  his  rise  and  level  off  or  even  go 
down  and  said  to  myself  that  it's  be- 
cause he  didn't  have  intelligence,  or 
didn't  have  the  knowledge.  It's  almost 
always  because  he  could  not  work 


effectively  with  people.  Time  and 
again,  that's  personal  ambition,  the 
pattern  of  trying  to  be  the  one  that 
looks  best  in  any  given  situation." 

An  emphasis  on  teamwork  rather 
than  individual  ego-tripping  would, 
Petersen  thinks,  help  restore  U.S.  in- 
dustry to  its  onetime  eminence.  But 
he  sees  another  serious  problem 
handicapping  Ford  manufacturing. 
"When  you  ask  me  what  things  did  I 
leave  without  a  really  good  solution,  I 
would  say  we  still  take  too  much  time 
and  too  much  money  to  get  to  the 
starting  gate  with  new  products." 

Indeed,  that's  where  U.S.  industry 
lags  furthest  behind  the  Japanese 
these  days.  In  Detroit  it  can  take  up  to 
six  years  to  get  a  new  car  out,  and  the 
price  has  become  prohibitive;  Ford's, 
new  Escort,  for  example,  cost  $2  bil- 
lion. The  Japanese  seem  to  push  one 
out  in  half  that  time  for  far  less. 

Petersen  believes  one  reason  the 
Japanese  are  so  much  faster  is  that 
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they  do  more  detailed  work  in  the 
conceptual  stage,  the  thinking-about- 
it  stage.  "That's  the  inexpensive  time 
to  make  changes,  before  you  start  en- 
gineering and  manufacturing.  Too  of- 
ten, American  manufacturers  get  a 
whoops  too  late  in  the  game." 
A  whoops? 

Petersen  explains.  "  'Whoops,  we 
just  ran  a  test  and  we  find  the  car  isn't 
strong  enough  in  the  front  structure.' 
If  you  start  to  run  into  whoops  as  you 
are  getting  into  production,  it  hurts. 
It's  not  just  that  you  have  to  throw  a 
bunch  of  machine  tools  away  and 
start  all  over.  But  maybe  even  your 
plant  layout  is  no  longer  efficient. 
And  you  have  already  started  to  buy 
machinery.  So  then  the  choice  is 
tough:  Move  ahead  as  is  and  settle  for 
an  inherently  inefficient  layout,  or 
back  up  and  spend  some  very  difficult 
money  on  redoing  the  facility?" 
Petersen  also  wishes  he  had  pushed 
I  harder  on  developing  new  engines  and 
I  transmissions.  Here  again,  the  Japa- 
nese have  a  major  advantage  over 
American  carmakers.  Their  small, 
It     four-cylinder  engines  are  smooth  and 


peppy,  ideal  for  the  small  cars  they 
build.  Petersen  says  that  the  Ameri- 
can carmakers  had  their  hands  full 
during  the  oil  crisis  years  just  down- 
sizing their  heavy  cars.  The  Japanese 
were  already  making  smaller  vehi- 
cles, so  they  began  developing  better 
technology.  But  the  fact  remains,  17 
years  after  the  first  fuel  crisis,  the  U.S. 
carmakers  still  do  not  build  such  im- 
pressive small  engines.  Says  Petersen, 
"Now  we  are  playing  catch-up." 

What  makes  it  harder  to  catch  up  is 
that  the  U.S.  is  losing  the  war  to  re- 
tain its  manufacturing  base,  and  that 
could  mean  losing  research  strength. 
"Manufacturing  is  the  great  consum- 
er of  new  technology.  It's  also  the  base 
for  the  lion's  share  of  the  research  and 
development  that  any  country  does. 
By  far  the  largest  nongovernmental, 
nondefense  research  and  development 
flows  from  the  manufacturing  sector. 
If  manufacturing  fails,  moves  to  an- 
other geographical  location,  almost 
inevitably,  there  is  an  erosion  within 
that  starts  on  the  research  side,  the 
technical  and  engineering  side." 

What's  happening  now? 


Retired  Ford  Chairman  Donald  Petersen 

**We  stitl  taJce  too  much  time  to  get  prodticts  to  the  startittg  gate. 
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"I  think  we're  still  losing.  That 
doesn't  mean  we're  inferior  or  we're 
now  second  to  somebody  else.  But  I 
think  we're  declining  in  the  overall 
strength  of  our  manufacturing  sec- 
tor." He  favors  tax  incentives  to  en- 
courage more  research  and  develop- 
ment spending.  He  would  also  like 
investment  tax  credits  that  would 
drive  down  the  cost  of  capital  invest- 
ed in  new  plant  and  equipment. 

But  he  sees  the  problem  as  being  as 
much  a  matter  of  attitudes  as  of  fi- 
nances. To  raise  manufacturing  effi- 
ciency, Petersen  thinks  U.S.  firms 
should  promote  more  manufacturing- 
type  people  to  top  jobs.  Petersen  may 
be  prejudiced:  He  is  an  engineering 
graduate  of  the  University  of  Wash- 
ington with  an  M.B.A.  from  Stanford. 
But  he  speaks  from  experience: 

"We  need  to  see  more  concerted 
effort  to  move  what  I  think  of  as  the 
doers,  the  manufacturing  people,  into 
higher  positions.  I  think  we  have  to 
give  more  importance  to  that  role, 
right  from  the  day  we  go  to  the  cam- 
puses to  do  hiring.  Today  the  top  dol- 
lar goes  to  consulting,  investment 
banking,  financial  endeavors  of  vari- 
ous sorts.  Then  you  have  a  sharp  drop 
in  salary  level  before  you  get  to  the 
operating  kinds  of  jobs:  manufactur- 
ing, engineering,  sales.  We  have  to 
mean  it  when  we  say  this  is  extremely 
important,  and  one  way  to  mean  it  is 
to  offer  rewards. 

"I  tried  hard  to  express  my  opinion 
(while  at  Ford]  that  the  people  in  these 
fields  need  to  be  pushed  far  faster, 
given  more  importance,  to  be  seen 
within  the  organization  and  have 
more  authority." 

The  problem  is  the  classic  one  of 
staff  versus  line,  he  says.  "As  people 
go  through  an  organization,  the  peo- 
ple who  are  running  things  tend  to 
have  more  dings,  scars,  black  marks 
on  the  record,"  says  Petersen.  "You 
failed  on  this,  you're  way  off  on  that, 
and  you  did  this  wrong  and  that 
wrong.  And  look  at  this  unblemished 
somebody  over  here,  the  staff-type 
person.  Well,  there's  nothing  to  blem- 
ish him,  no  way  to  measure." 

It's  very  different  in  Japan,  where 
more  companies  are  still  in  the  hands 
of  the  people  who  founded  them. 
"Typically,  somebody  who  founded 
an  auto  company  knew  something 
about  an  automobile.  He  didn't  do  a 
financial  ledger  and  then  decide  that 
was  a  key  business  to  go  into.  Even  if 
it's  not  the  founder,  there's  a  greater 
emphasis  in  the  Japanese  system  on 
the  technical  input." 

Petersen,  who  rose  through  the 
product  side  of  the  business,  staunch- 
ly rejects  the  notion  of  a  managerial 
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T}}e  late  Ilctin'  Ford  II 

His  personality  cult  is  gone. 

class  that  can  manage  anything.  "I 
came  away  from  my  career  strongly 
disagreeing  with  those  who  say  that  if 
you  are  a  highly  skilled  chief-execu- 
tive-type person,  you  can  go  almost 
anywhere  and  run  almost  anything.  I 
don't  think  that  I  could  go  into  a  lot  of 
other  settings,  other  than  automotive, 
and  have  35  years'  worth  of  back- 
ground and  experiences  that  give  me 
the  tune,  the  sense  of  how  things  play 
and  the  rightness  or  the  wrongness  of 
what  I  see  or  what  I'm  being  told.  You 
have  to  know  the  busmess." 

Why  did  the  U.S.  downgrade  manu- 
facturing talents  in  favor  of  financial? 
Petersen  believes  this  isn't  a  flaw  of 
society  but  a  function  of  the  world 
since  World  War  II.  The  American 
technical  lead  was  so  great  that  the 
belief  was — perhaps  correctly  at  the 
time — "the  real  differentiating  factor 
will  be  how  clever  we  can  be  either  in 
the  financial  end  or  the  marketing  end 
of  the  business.  Contrast  that  with  a 
country  trying  to  get  its  system  run- 
ning. You  have  one  hell  of  a  problem 
just  getting  the  factories  going.  Now, 
who  can  do  that?  Only  the  technical 
people." 

Can  Petersen's  kinder,  gentler  Ford 
survive?  Is  teamwork  what  we  need — 
or  strong  direction  from  the  top? 

"Maybe  this  will  help  you  with  my 
answer.  I  asked  Peter  Drucker,  'Am  I 
naive  in  what  I  am  trying  to  do,  with 
the  dialog,  teamwork  and  trust  and 
cooperation  and  one-on-one  involve- 
ment and  all  the  rest?' 

"He  said,  'Don't  worry  about  the 
fact  that  you  can't  hope  to  get  every- 
body to  go  your  way.  If  you  can  get  a 


third  of  your  people  going  along  with 
what  you  are  trying  to  do,  you  have 
won  absolutely.'  " 

Says  Petersen:  "Those  who  come 
along  with  the  team  concept  tend  to 
be  the  more  energetic,  more  creative, 
more  positive  thinkers,  so  it  is  a  self- 
selecting  third,   the  leadership  cadre." 

Why  did  Petersen  quit  a  year  and  a 
half  before  his  retirement  date?  He 
says  simply  that  ten  years  at  the  top — 
five  as  president,  five  as  chairman  and 
chief  executive — were  enough.  By 
leaving  early  he  gave  his  longtime  as- 
sociate Harold  (Red)  Poling,  64,  a 
chance  to  run  the  company. 

Petersen  enjoys  retirement.  "The 
most  noticeable  change  after  40  years 
of  a  scheduled  life  is  that  I  have  a  lot 
of  flexibility.  I'm  not  driven  by  as 
many  calendars  and  recurring  events 
as  I  had  been."  He  is  holding  down 
board  memberships  at  Hewlett-Pack- 
ard and  Dow  Jones,  and  beginning  to 
travel  for  pleasure  for  a  change. 

"Now    I'm    traveling    almost    as 


much,  but  at  least  half  the  time  I'm 
taking  a  trip  because  Jody  and  I  decid- 
ed we  wanted  a  quick  trip  to  spend 
time  with  friends."  Travel  to  see 
things  hasn't  started  yet,  "but  we  talk 
about  it. 

"I  sleep  on  average  an  hour  later,  so 
we  get  up,  mentally  a  little  more  casu- 
ally, and  we  have  breakfast  together, 
then  we  typically  exercise  together, 
and  some  days  we've  almost  used  up 
the  morning,  and  it's  time  for  lunch. 

"We've  actually  taken  the  time  just 
to  go  over  to  Chicago  to  go  to  an  art 
exhibit  with  [son]  Don,  spent  a  week- 
end there.  We  just  came  back  from  the 
West  Coast,  went  all  the  way  to  the 
West  Coast  for  a  long  weekend." 

He's  also  learning  to  use  a  computer 
and,  in  a  sentence  that  only  those 
with  young  children — or  grandchil- 
dren— will  understand,  he  says  proud- 
ly, "I've  learned  how  to  use  that  com- 
puter enough  so  that  I  can  finally  get 
Reader  Rabbit  and  Math  Rabbit  to 
come  up  on  the  screen."  ■ 


The  Up  &  Coiners 


Entrepreneurs 


How  a  rock  tour  manager  broke  into 
broadcasting  with  a  good  idea,  the  right 
timing  and  a  $15,000  auto  loan. 

Controlling 
the  pipe 


By  Rita  Koselka 


HAVE  YOU  EVER  wondcrcd  how 
broadcasts  of  major  league 
sporting  events  get  from 
where  they're  being  played,  across  the 
airwaves  and  into  your  local  radio  or 
television  station?  Meet  Jeffrey  Sudi- 
koff,  35,  former  rock  tour  business 
manager  and  now  chairman  of  Culver 
City,  Calif. -based  idb  Communica- 
tions, the  nation's  largest  indepen- 
dent transmitter  of  sports  events. 

Sudikoff's  seven-year-old  company 
is  one  of  those  enterprises  that  touch 


millions  of  lives  but  whose  name  few 
would  recognize.  Acting  on  behalf  of 
(and  paid  by)  professional  sports 
teams  and  broadcasters,  idb  transmits 
television  and  radio  signals  from  one 
point  to  another  through  its  satellite 
facilities  or  an  array  of  other  carriers' 
phone  lines,  fiber  optics  and  satel- 
lites. In  broadcast  lingo,  this  is  called 
"controlling  the  pipe." 

idb's  radio  transmission  clients  in- 
clude 22  of  the  26  major  league  base- 
ball teams,  all  28  National  Football 
League  teams,  24  of  the  27  National 
Basketball  Association  teams  and  10 
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Canon  Laser  Class." 

Buy  a  Canon  Laser  Class  fax  and  it  could  be 
the  last  fax  you'll  buy  for  a  long  time. 

That's  because  a  Laser  Class  fax  has  features 
that  won't  soon  be  outmoded.  They  actually 
keep  pace  with  expanding  needs. 

Like  the  memory  capacity  of  our  new 
FAX-L770.  As  your  fax  network  expands,  the 
L770  can  expand  its  capacities,  too,  allowing 
greater  volumes  to  be  received  into  memory  or 
stored  for  transmission. 

Laser  Precision  on  Plain  Paper. 

Canon  is  the  market  leader  in  plain  paper 
fax.  And  the  L770  uses  a  laser  process  to  print 

images  on  plain  paper 
Because  of  laser  print- 
ing, they're  faithful  to 
the  original. 
Faxes  look  better,  last  longer,  and  won't  curl 
or  fade  like  thermal  paper  And  you  won't  have 
to  copy  them  before  filing. 

A  Better  Image,  Sending  and  Receiving. 

The  L770  can  improve  an  incoming  image. 
An  exclusive  feature  called  Hyper-Smoothing 
actually  compensates  for  the  image  quality  of 
an  incoming  fax.  So  the  images  you  receive  are 
clearer,  without  the  fuzzy  edges 
that  can  make  reading 
text  difficult. 


And  with  Canon's  UHQ  imaging  technology, 
the  images  you  send  are  better,  too. 
Even  combinations  of  small  type 
and  halftones  are  virtually 
indistinguishable  from  their  original. 

Built-in  Reliability. 

The  L770  is  also  designed  to  be  more  reliable 
than  other  plain  paper  laser  facsimiles.  Canon's 
exclusive  cartridge  system 
stores  everything  that  can 
run  out  or  wear  out  in  one 
neat  disposable  unit. 
Replacing  them  is  as  easy  as  popping 
in  a  new  cartridge.* 

The  Canon  Laser  Class  FAX-L770.  After  a 
few  minutes  you'll  be  glad  you  bought  it.  After  a 
few  years  you'll  be  ecstatic.  For  information, 
call  1-800-OK  CANON. 


The  only  thing 
not  built  into  our 
laser  facsimile  is 

obsolescence. 
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Profiting  from  the  confusion  following  AT&T's  breakup. 


National  Hockey  League  franchises. 
Sudikoff  also  does  some  television 
transmission  work  for  all  the  broad- 
cast networks,  and  does  the  feed  for 
cable  networks  like  Financial  News 
Network  and  the  J.C.  Permey  Shop- 
ping Channel. 

The  business  of  merely  sending  sig- 
nals is  proving  very  lucrative.  Last 
year  idb  had  operating  earnings  of 
$11.9  million  on  sales  of  almost  $60 
million,  up  from  $1.9  million  and  $20 
million  a  year  before.  Sudikoff  isn't 
letting  the  profits  bum  a  hole  in  his 
pocket.  Last  year  idb  bought  the 
Hughes  Television  Network — mostly 
basketball  and  horse  racing  cover- 
age— for  $36  million  in  cash.  It  also 
paid  $22  million  for  a  Contel  division 
that  sells  data  transmission  services. 
Beams  Sudikoff:  "This  is  the  most  fun 
I've  ever  had." 

That's  saying  something.  After 
graduating  with  a  degree  in  English 
and  math  from  Dartmouth  in  1977, 
Sudikoff  tried  his  hand  as  a  broadcast 
journalist,  working  for  the  Associated 
Press  Radio  Network  in  Jerusalem. 
But  that  wasn't  as  interesting  as  he'd 
hoped,  so  Sudikoff  returned  home  in 
1978  to  figure  out  how  to  break  into 
the  business  side  of  broadcasting.  Eat- 
ing alone  one  night  at  a  Los  Angeles 
diner,  he  struck  up  a  conversation 
with  another  patron  who  turned  out 
to  be  a  tour  organizer  for  rock  groups. 
He  offered  Sudikoff  the  job  of  going  on 
the  road  to  handle  business  and  ad- 
ministrative tasks  for  the  touring 
groups.  Sudikoff  spent  the  next  three 
years  touring  with  the  likes  of  Fleet- 
wood Mac  and  Neil  Diamond. 

By  1981  the  tour  business  had 
sagged,   and   Sudikoff   again   started 


poking  around  for  ways  to  get  into 
broadcasting — this  time  using  his 
rock  tour  connections.  His  big  break 
came  in  1983  when  the  organizers  of  a 
three-day  rock  concert  wanted  to 
know  if  he  could  arrange  to  have  it 
broadcast  live  to  radio  stations  na- 
tionwide. He  quickly  said  yes,  then 
scrambled  to  figure  out  how  to  do  it. 
Sudikoff  called  some  friends  at  abc 
radio,  who  suggested  he  get  a  mobile 
transmitter  to  beam  radio  signals  up 
to  a  satellite.  Sudikoff  went  to  Securi- 
ty Pacific  Bank,  took  out  a  $15,000 
"automobile  loan"  for  the  mobile 
transmitter,  and  drove  the  satellite 
trailer  to  the  San  Bernardino,  Calif. 


IDE's  video  control  center 
Sending  sports  to  your  home. 


concert  himself. 

Within  about  nine  months  he  had 
signed  up  a  dozen  more  clients  for  all 
sorts  of  events,  particularly  baseball 
games  for  radio.  He  and  his  trailer 
were  on  the  road  seven  days  a  week. 
By  the  end  of  the  first  year  he'd 
bought  two  more  mobile  transmitters 
and  hired  15  staffers.  His  revenues 
went  from  $85,000  in  1983  to  over 
$1.5  million  by  the  end  of  1984.  Get- 
ting tired  of  driving  all  over  the  coun- 
try, he  came  up  with  a  plan  to  install 
fixed  radio  transmitters  in  all  the  ma- 
jor league  baseball  cities  to  broadcast 
the  visiting  teams'  games  home.  By 

1985  he'd  signed  19  cities. 

Just  as  important  as  entrepreneurial 
hustle  in  fueling  idb's  growth  has 
been  the  deregulation  of  the  telecom- 
munications industry.  Prior  to  the 
1984  AT&T  divestiture,  radio  broad- 
casts were  done  over  the  phone 
lines — with  one  call  to  AT&.T.  After 
deregulation,  options  and  confusion 
multiplied,  and  customers  increasing- 
ly turned  to  idb  to  figure  out  how  best 
to  transmit  their  signals  from  one 
point  to  another. 

To  finance  idb's  expansion  in  a  cap- 
ital-intensive business,  Sudikoff  en- 
listed the  aid  of  Edward  Cheramy, 
now  idb's  president,  who  was  the 
Price  Waterhouse  partner  running  its 
entrepeneurial  consulting  business. 
They   took   the   company  public  in 

1986  and  raised  $4  million  (with  the 
common  stock  at  around  $10,  Sudi- 
koff's  22%  stake  is  currently  worth 
around  $14  million).  A  secondary  of- 
fering raised  $12  million  for  the  com- 
pany in  1987. 

idb  has  also  borrowed  heavily.  With 
long-term  debt  of  $93  million,  its 
debt-to-capital  ratio  is  high  at  74%. 
But  its  cash  flow  covers  interest  costs 
more  than  twice  over. 

To  raise  more  cash  and  form  some 
long-term  strategic  partnerships,  idb 
recently  sold  stock  to  two  large  for- 
eign concerns.  Teleglobe  of  Canada 
bought  20%  of  the  company  last  year 
for  $13  million  and  entered  into  a 
joint  venture  with  idb  to  develop  a 
new  type  of  mobile  telephone  to  allow 
high-quality  transoceanic  phone  calls 
from  planes  or  ships  via  satellite. 
idb's  other  partner  is  Swissair,  whose 
purchase  of  a  5%  stake  is  still  await- 
ing Federal  Communications  Com- 
mission approval.  If,  as  expected,  the 
deal  goes  through,  the  Swissair  link 
will  increase  the  potential  of  the  tele- 
phone venture. 

All  of  which  is  a  long  way  from 
telling  tour-dazed  rockers  they  were 
spending  too  much  money  and/or 
trashing  too  many  hotel  rooms.  But  it 
was  a  fun  way  to  start.    ■ 
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Now  you  can  afford 
to  upgrade  eveiy  trip. 


r 

r  ^ 

TlT^  THE  ONLV  ) 
\  WAV  TO  GO  J 


you  re  paying  now, 
you  could  be  staying 
in  a  liotel  that  was 
made  for  you.  Embassy 
Suites"  hotels.  Each  of  our  rooms  is  a  two- 
room  suite,  so  you  can  spread  out  and 
work  or  stretch  out  and  relax.  And  each 
suite  comes  with  a  free,  cooked-to-order 
breakfast  each  morning  (everything  from 
pancakes  to  muffins  to 
cereals  and  fresh 
fruit)  and  two 
"^1^   hours  of  com- 
7    plimentaiy 
beverages + 
each  evening.  If  you're  looking  for  more 
from  your  hotel,  call  us.  We  think  you'll 
find  we  were  made  for  each  other. 


EMBASSY 

* 

SUITES 

^H  O  T  E  L  S^ 


We  were  made  for 
each  other." 


In  Canada 

1-800-458-5848 

In  Mexico 

95-800-362-2779 


CaU  1-800-EMBASSY 


'''Subject  to  state  and  local  laws. 
GARFIELD:  ©1978  United 
Feature  Syndicate.  Inc. 


or  your  travel  agent. 
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be  thoroughly  enjoyed  in  the  InfmH  IV130 


luxury  sports  coupe. 


e 


Wan'MSMiHiSt'' 


,■  With  a  3.0  liter,  V6  engine,  variable-assist  power  rack-and- 
jinion  steering,  and  electronically-controlled  sonar  suspension,  youre 
eady  to  handle  just  about  anything  the  road  throws  your  way 

AndpU  the  while,  your  experience  is  further  enhanced  by 
.  things  like  automatic  temperature  control  and  a  world-class  Bose® 
Audio  System  (just  to  mention  some  more  standard  features  of  this 
innovative  sports  coupe). 

All  in  all,  it  probably  sounds  like  a  lot  of  fun.  And  that's 
because,  in  all  honesty,  it  is. 

To  find  out  more  about  or  test  drive  the  Infiniti  M30 
I  j  luxury  sports  coupe,  call  1-800-826-6500  for  your  nearest  Infiniti  dealer. 


creyted  hy  Nissan 
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With  us  it's  not  a  game. 


Your  company^s  information  and  communications  strategy  has  to  include 
a  lot  more  than  an  opening  gambit. 

Which  is  one  reason  why  over  half  of  the  Fortune  500  companies  use  NYNEX 

From  our  broad  range  of  telecommunications  expertise^  to  the  way  we  can 
optimize  your  network^  our  Companies  can  provide  the  communications  and 
information  systems  that  v/ill  v/ork  with  your  existing  operations  and  expand 
along  v/ith  your  business. 

NYNEX  can  move  you  to  the  latest  software  and  computer  systems.  Customiz 
a  solution.  Link  all  your  systems^  v/hether  they^re  local^  wide  area  or  positively 
global.  And^  provide  the  training  and  maintenance  to  maximize  your  investment. 

We  invite  you  to  caU  NYNEX  at  1  800  535-1535. 

We  won^t  leave  you  in  a  stalemate. 


Need  to  communicate? Need  to  compute?  The  answer  is 


NYNEX 


Ion 
liel 


feai 


)  1989  NYNEX  Corporation, 


On  the  Docket 


The  government  will  pay  $500  million  this 
year  to  outside  laivyers  to  clean  up  the 
S&Ls.  Some  of  the  firms  that  represented  the 
culprits  now  represent  the  government. 


Big  fees, 
big  conflicts 


By  James  Lyons 


m 


Quick,  name  the  nation's  largest  pur- 
chaser of  legal  services.  General  Mo- 
tors? iBM?Aetna?  Wrong.  It  is  the  Fed- 
eral Deposit  Insurance  Corp.  (fdic), 
which  this  year  plans  to  pay  private 
lawyers  $500  million  to  help  resolve 
the  savings  and  loan  mess. 

That  staggering  sum  is  on  top  of  the 
salaries  of  the  fdic's  own  in-house 

!  staff  of  807  lawyers — which  the  agen- 

I  cy  expects  to  total  1,100  by 

i  year's  end. 

All  this  largesse  couldn't 
have  come  at  a  better  time 
for  the  private  bar.  Faced 
with  a  downturn  in  busi- 
ness, firms  are  rushing  to 
add  the  agency  to  their  cli- 
ent lists.  Former  fdic  gener- 
al counsel  John  Douglas  re- 
calls that  after  legislation 
passed  last  summer  broad- 
ening the  fdic's  powers, 
"We  were  contacted  by 
more  than  500  firms  in  the 
first  60  days." 

And  those  are  just  the  new  players. 
Firms  with  long-standing  ties  to  regu- 
lators are  now  reaping  some  of  the 
largest  windfalls.  Chicago's  Hopkins 
&.  Sutter,  which  has  worked  for  bank 
agencies  for  more  than  a  decade,  re- 
ceived $4.7  million  from  the  fdic  in 
the  first  six  months  of  this  year. 

Other  big  first-half  winners  were 
Cleveland's  Arter  &  Hadden,  34. 1 
million;  Cleveland's  Squire,  Sanders 
&  Dempsey,  $3.1  million;  and  New 
York's  Milberg  Weiss  Bershad  Specth- 
rie  &  Lerach,  $2.8  million. 

This  isn't  to  say  the  taxpayer  gets 
no  return  on  all  this  spending.  Last 
year  the  fdic  recovered  $2.7  billion  in 
jassets,  a  figure  that  doesn't  include 


the  $285  million  recovered  by  the 
Federal  Savings  &.  Loan  Insurance 
Corp.  (fslic),  which  is  now  operated 
by  the  fdic.  In  the  first  half  of  this 
year  alone,  the  fdic  has  scooped  up 
$2.8  billion  in  assets,  and  the  agency 
projects  it  will  have  collected  about 
$6  billion  by  New  Year's  Day. 

But  while  the  fdic  may  be  provid- 
ing a  nice  return  on  its  investment, 
the  selection  process  isn't  without 
flaws.  The  agency  says  it  carefully 


scrutinizes  its  outside  contractors  for 
any  conflicts  of  interest,  but  clearly, 
the  sieve  needs  to  be  finer. 

New  York's  Kaye,  Scholer,  Fier- 
man.  Hays  &.  Handler,  which  battled 
the  Federal  Home  Loan  Bank  Board 
and  the  fslic  at  every  turn  on  behalf 
of  Charles  Keating  Jr.'s  American 
Continental  Corp.  and  its  subsidiary, 
Lincoln  Savings  &  Loan,  was  paid 
$118,000  by  the  fdic  in  the  first  half 
of  this  year. 

Peter  Fishbein,  chairman  of  Kaye, 
Scholer's  executive  committee,  says 
the  fdic  became  involved  with  Lin- 
coln only  when  its  parent  filed  for 
'bankruptcy.  Because  Kaye,  Scholer 
was  then  representing  the  fdic  in  dif- 
ferent matters,   the  firm  decided  it 
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would  stop  working  for  Keating,  Fish- 
bein adds. 

Fair  enough.  But  the  same  partner- 
ship that  collectively  benefited  from 
working  for  Keating — and  against 
thrift  regulators — was  simultaneous- 
ly benefiting  from  its  work  for  the 
fdic.  Seeing  as  how  the  taxpayers  will 
foot  the  estimated  $2  billion  tab  for 
Lincoln  Savings,  the  fdic  should  have 
cut  off  Kaye,  Scholer  long  ago. 

After  an  inquiry  by  Forbes,  fdic 
General  Counsel  Alfred  Byrne  says 
simply,  "We  have  determined  that  a 
conflict  does  exist  for  us  with  that 
firm.  No  further  referrals  of  any  legal 
work  by  the  fdic  or  Resolution  Trust 
Corp.  will  be  made  to  that  firm." 

In  similar  circumstances  is  Dallas' 
Jenkens  &.  Gilchrist.  Their  insurer 
has  paid  $18  million  to  settle  two 
liability  claims,  brought  by  the  fdic 
and  fslic  in  connection  with  its  work 
for  two  Texas  s&ls.  Meanwhile,  the 
firm  was  paid  $566,000  by  the  fdic  in 
the  first  half  of  this  year. 

Jenkens  partner  T.  Ray  Guy  points 
out  that  those  lawyers  primarily  in- 
volved with  the  clients  that  gave  rise 
to  the  government's  claims  are  no 
longer  at  the  firm.  He  adds  that  Jcn- 
™^,s/Mh,^  kens  has  collected  about 
$55  million  for  the  fdic — a 
large  multiple  of  the  fees 
the  firm  has  received  from 
the  agency. 

FDIC  Assistant  General 
Counsel  James  Lantelme 
says  that  after  firms  such  as 
Jenkens  &  Gilchrist  resolve 
their  liability  disputes  with 
the  FDIC,  the  agency  decides 
on  a  casc-by-case  basis 
whether  to  renew  the  ties. 

Even  General  Counsel 
Byrne  has  had  to  grapple 
with  the  conflicts  issue.  Byrne,  who 
was  a  partner  at  the  Washington,  D.C. 
office  of  Philadelphia's  Dechert  Price 
&.  Rhoads  before  joining  the  fdic  in 
June,  has  recused  himself  from  the 
agency's  highest-profile  matter:  the 
investigation  of  Colorado's  Silverado 
Savings  &.  Loan.  One  of  Byrne's  for- 
mer colleagues  is  representing  former 
Silverado  Chief  Executive  Michael 
Wise,  who  recruited  Neil  Bush  to  the 
thrift's  board. 

Considering  that  the  fdic's  docket 
consists  of  100,000  cases,  conflicts 
such  as  these  are  inevitable.  But 
should  firms  that  represented  the 
scoundrels  be  paid  handsomely  for  re- 
covering the  money  that  was  lost  or 
stolen?    ■ 
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Our  athletic  heroes  were  once  expected  to  he  clean-living,  rea- 
sonably modest  chaps.  Today  it  often  pays  them  to  be  obnoxious. 


\ 


Throw  a  tantrum, 
sign  a  contract 


By  Peter  liewcomb 
and  Christopher  Palmeri 

TIMES  HAVE  SURE  CHANGED — 
and  nothing  reflects  shifting 
popular  tastes  better  than 
the  movies.  Maybe  you've 
seen  on  tv  the  1940  movie 
Knute  Rockne  All-American   Pat  O'Brien 
plays  the  legendary  Notre  Dame  football 
player  and  coach.  He  plays  him  as  a  whole- 
some, I'm-not-in-it-for-the-money  person- 
ality.  A   businessman   offers   the   coach 
$10,000  a  year — very  big  money  in  those 
days — to  endorse  a  new  liniment  to  be 
called  Rockne  Rub.  O'Brien/Rockne  tosses 
the  offer  into  a  wastebasket.  Trivialize  the 
sport?  Cash  in  on  it?  Never. 

There  aren't  many  Rocknes  anymore, 
and  if  there  were  most  people  would  think 
they  were  kind  of  dumb.  Nowadays,  sports 
figures  chase  the  bucks,  no  apologies.  The 
30  highest-paid  athletes  in  the  world 
will  make  a  total  of  about  $230  mil- 
lion this  year.  Over  one-third  the  income 
will  come  from  pitching  products,  not  from 
hitting  balls. 

If  that's  the  way  the  game  is  played,  let's 
see  what  the  score  is.  Forbes  has  compiled 
yet  another  list,  this  one  of  the  top-earning 
athletes.  Who  are  the  biggest  winners?  Most 
play  individual  sports,  not  team  sports.  One 
race  car  driver,  Ayrton  Senna,  will  make 
more  money  this  year  than  the  starting 
lineup  of  the  Boston  Celtics. 

Performing  solo,  individual  athletes 
have  become  instantly  recognizable 
all  around  the  globe — and  instant  rec- 
ognition is  what  marketing  people 
want  when  they  get  sports  stars  to 


Notre  Dame 
Cash  in  on 


star  Knute  Rockne 
the  aport7  Never, 


endorse  their  products.  Thanks  in  good  part 

to  television  and  satellite  transmission,  the 

sports  star  who  is  recognizable  in  Oklahoma 

City  is  equally  so  in  Osaka  or  Oslo.  Las 

Vegas-bom    tennis   player   Andre   Agassi 

pushes  Ebel  wristwatches  in  Europe,  Mike 

Tyson  peddles  Toyota  trucks  in  Japan  and 

Australian  golfer  Greg  Norman  pitches 

McDonald's    hamburgers    in    the    U.S. 

"Tennis  players  and  golfers  are  especially 

marketable  internationally  because  they 

play  around  the  world,"  says  Philip  de 

Picciotto,  managing  director  of  Advantage 

International,  a  Washington,  D.C. -based 

sports  agent. 

Perhaps   the   biggest   surprise   on   this 
year's  list  is  the  dramatic  earning  power  of 
Formula  One   race   car  drivers.   When  it 
comes  to  Formula  One,  which  is  like  the 
Indianapolis  500  on  a  more  twisty  track, 
companies  such  as  Honda  and  Ferrari 
each  spend  upwards  of  $50  million  a  year 
on  teams.  That  has  made  Formula  One 
stars  among  the  richest  young  men  in  Eu- 
rope.   For   instance,    Nigel   Mansell,    who 
races  for  Ferrari,  makes  $6  million  a  year  and 
has  his  own  Ferrari  dealership  in  England. 
Alain  Prost  and  another  driver  bought  a  golf 
course  in  France.  Of  course,  there  are  occupa- 
tional hazards.  Ayrton  Senna  might  not  be 
able  to  spend  much  of  his  $9  million  sala- 
ry this  year  if  his  next  spin  through 
Monte  Carlo  ends  in  a  200mph  ball 
of  fire. 

Besides  being  more  readily  recog- 
nizable, individual  athletes  enjoy 
other  business  advantages  over  team 
players.  For  one  thing,  golfers,  tennis 
players  and  race  car  drivers  are  al- 
lowed to  wear  company  logos  when 
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B<ih  M.inin/Alls(K)n 


Racket-snapper  Andre  Agassi  at  the  French  Open  in  May 

He  misses  a  shot,  breaks  two  racktets,  then  returns  to  the  game.  The  crowd  Jeers. 
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Boxers  Mike  Tyson  cmci  Buster  Doii^kui 
Tyson's  tnoubles  scared  Pepsi  away. 


The  money  stats 

On  Forbes'  list  of  the  world's  30  highest-paid  athlet    i 
first  money  column  indicates  a  player's  1990  salary, 
including  signing  bonuses  paid  this  year  or  his 
anticipated  annual  winnings  for  the  year.  Estimates 
endorsement  income,  along  with  fees  paid  for  exhibi  d 
games  and  other  appearances,  are  shown  in  the  "oth 
income"  column.  Excluded,  however,  is  any 
money  that  stars  make  from  businesses  they  own. 
Arnold  Palmer  and  Jack  Nicklaus,  for  example. 


run  goir-course-aesign  Dusmesses,  iicensi 
companies — and,  in  Palmer's  case,  car 
dealerships — that  easily  push  their  yearly 
than  $20  million  each. 

ng                 J 
earnings  to  ii 

Rank 

Athlete 

Spoit 

Salary  or 
winnings 

Other 

income        '  i 
-(Smillion) |  ( 

1 

Tyson,  Mike 

hoxiii)^ 

$27.0 

$1.6           i    i 

2 

Douglas,  Buster 

huxtnfi 

25.0 

1.0         '       ( 

3 

Leonard,  Sugar  Ray 

Ixxxitifi 

12.0 

1.0 

4 

Senna,  Ayrton 

link)  nicnit; 

9.0 

1.0 

5 

Prost,  Alain 

aula  nicing 

8.0 

1.0 

6 

Nicklaus,  |ack 

Moif 

0.6 

8.0 

7 

Norman,  Greg 

Kolf 

1.5 

7.0 

8 

Jordan,  Michael 

haskclhall 

2.1 

6.0 

9 

Palmer,  Arnold 

RolJ 

0.1 

8.0 

10 

Holyfield,  Evander 

hoxmg 

8.0 

0.1 

11 

Becker,  Boris 

tenuis 

1.2 

6.0 

12 

Mansell,  Nigel 

auto  racing 

6.0 

1.0 

13 

Graf,  Steffi 

tennis 

1.1 

5.0 

14 

Canseco,  |ose 

hasehatl 

5.5 

0.5 

15 

Gtetsky,  Wayne 

hocke\' 

3.0 

3.0 

they  compete;  athletes  in  team  uniforms  cannot.  Athletes 
playing  team  sports  are  often  forbidden  to  ply  their  trade  in 
the  off-season.  "We've  been  trying  for  a  while  to  get  Magic 
Johnson  and  Michael  Jordan  to  play  one-on-one,  but  the 
National  Basketball  Association  won't  allow  it,"  com- 
plains Lon  Rosen,  Johnson's  agent.  Too  bad.  Such  a  match- 
up might  bring  Johnson  and  Jor- 
dan $1  million  apiece. 

But,  yes,  team  players  can 
make  a  buck.  Take  basketball's 
all-star  guard  Michael  Jordan. 
On  top  of  his  $2.5  million  sala- 
ry, Jordan  will  make  more  than 
$6  million  this  year  in  endorse- 
ments. Jordan's  acrobatic  slam 
dunks  and  off-the-court  social 
grace  have  made  him  one  of  the 
most  bankable  faces  in  sports. 
He's  seen  on  the  Wheaties  cere- 
al box,  in  TV  commercials  for 
Coca-Cola  and  McDonald's  and 
in  a  multitude  of  public  service 
spots. 

Jordan's  deal  with  Nike  is  the 
single  most  lucrative  endorse- 
ment contract  in  sports.  Nike 


Golfer  Hale  Irwin  at  the 
Too  animated  Jot  the 


named  a  sneaker  after  him,  the  Air  Jordan,  and  it  has 
become  one  of  America's  bestselling  basketball  shoes — at 
around  $125  a  pair. 

Why  are  some  sports  figures  more  endorsement-worthy 
than  others?  Why  Jordan,  for  instance?  It  helps  a  lot  if  the  pj 
athlete  has  readily  distinguishable  personality  traitS;  Jor 

SKphen  Mund^>  Aiisp.,n  (j^j^  ccrtaiuly  does.  But  he  also  I 
distinguished  himself  in  the 
mid-1980s  in  the  nba's  annual 
slam  dunk  contest.  Other  ath 
letes  set  themselves  apart  from 
the  pack  in  ways  that  can  be 
considered  obnoxious. 

Take  20-year-old  Andre 
Agassi,  one  of  the  most  talked 
about  young  players  in  tennis 
today.  Here's  the  scene  in  this 
year's  French  Open,  just  after 
Agassi  has  missed  a  shot.  In  an- 
ger, he  stomps  on  his  racket, 
breaking  it  to  pieces.  Then,  his 
blond  mane  flowing,  he  coolly 
walks  off  the  court,  reaches  into 
his  tennis  bag,  pulls  out  another 
racket,  and  breaks  that,  too. 
Grasping    a    third    racket,    he 


1990  U.S.  Open 
stately  game? 
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it 

-t-nk    Athlete 


Salary  or      Other 
winnings     income        Total 
Sport  (Smillion) 


>       Agassi,  Andre 


$1.0 


$4.5 


$5.5 


Egberg,  Stefan 


1.5 


4.0 


5.5 


Lendl,  Ivan 


1.3 


4.0 


5.3 


Maradona,  Diego      soccer 


2.0 


3.0 


5.0 


Mattingly,  Don         hasehall 


4,5 


0.3 


4.8 


+ 


Jackson,  Bo 


haschalllffMlhall      2.0 


2.5 


4.5 


Sabatini,  Gabriela     lenriK 


0.5 


4.0 


4.5 


lohnson.  Magic         haskelhall 


2.5 


20 


4.5 


Yount,  Robin 


hasehall 


4.2 


0.3 


4.5 


-t 


Montana,  |oe 


foothatt 


14 


3.0 


4.4 


Ewing,  Patrick 


haskelhall 


3.6 


0.6 


4.2 


LeMond,  Greg 


tycliiifi 


1.7 


2.5 


4.2 


Berger,  Gerhard 


auio  racing 


3.0 


1.0 


4.0 


Strange,  Curtis 


golf 


0.8 


3.0 


3.K 


Clark,  Will 


hasehall 


3.7 


0.1 


3.8 


lloopstcrs  Michael  JorcUtn  dtui  Ma^ic  Johnson 

Why  not  let  them  play  one-on-one  for  $2  million? 


heads  back  to  face  his  bewildered  opponent. 
,     How  did  the  fans  take  this  tantrum  and  display  of  poor 

sportsmanship?  They  jeered.  But  they  keep  coming  back  to 

watch  him.  In  an  age  of  unabashed  individualism,  here  is  a 

guy  who  knows  how  to  assert  himself.  Agassi  has  skipped 

Wimbledon,  the  world's  most  prestigious  tournament,  for 

the    past    four    years.    Perhaps 
j. Wimbledon — where  players  are 

required  to  wear  tennis  whites, 

rather  than  the  flashy  neon  garb 

that   Agassi   endorses — doesn't 

fit  into  the  young  star's  market- 
ing plan. 

"America  loves   a  guy   who 

can  make  the  big  bucks  and 

then   thumb   his   nose   at   the 

world,"  says  Columbus,  Ohio 

sports     psychologist     William 

Beausay.  "Society  has  changed 

over  the  last  30  years.  We  went 

from  a  society  where  people  had 

respect  for  one  another  to  one 

where  the  primary  concern  is 

for  oneself.  The  athlete  of  today 

■reflects  that  change." 

That's  a  harsh  judgment,  but 


Football  has-been  Brian  Bosworth 
Great  haircut,  disappointing  player. 


there's  some  truth  in  it.  With  his  trademark  bad  manners 
in  an  age  when  bad  manners  aren't  much  frowned  upon, 
Agassi  has  become  a  celebrity.  Celebrity  means  money. 
Belgium's  Donnay  pays  Agassi  more  than  $1  million  a  year 
for  the  use  of  his  name  and  face  to  draw  attention  to  its 
tennis  rackets.  Nike  has  just  re-signed  Agassi,  tantrums 

and  all,  to  an  estimated  $2  mil- 
lion-a-year  contract  to  endorse 
its  sneakers  and  apparel. 

Modesty  is  out,  arrogance  is 
in.  Just  watch  any  sporting 
event  and  you'll  see  the  latest  in 
aggressive  exuberance:  high- 
fives  and  low-fives,  forearm 
bashes  and  finger-pointing.  It 
was  once  considered  rude  for 
football  players  to  prance 
around  the  end  zone  after  a 
touchdown.  But  these  days  at 
NFL  games  such  dances  are  rou- 
tinely performed  by  players,  and 
the  displays  appear  to  have  been 
carefully  choreographed.  Far 
from  being  shocked,  the  sports 
voyeurs  love  it. 

Golf,  perhaps  the  last  bastion 
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of  genteel  sportsmanship,  got  a  taste  of  unrestrained  be- 
havior in  June.  Hale  Irwin  sank  a  45-foot  putt  on  the  18th 
green  at  the  U.S.  Open.  As  the  putt  fell,  the  45-year-old 
Irwin  took  off  on  a  sprint  around  the  green,  slapping  high- 
fives  with  anyone  in  the  audience  who  dared  or  cared  to 
join  him.  Irwin's  antics  raised  his  profile  considerably,  and 
that  should  do  wonders  for  his  marketability. 

Former  Seattle  Seahawks  linebacker  Brian  Bosworth 
first  made  a  name  for  himself  at  the  University  of  Oklaho- 
ma, where  he  was  known  as  much  for  his  Mohawk  haircut 


and  his  admitted  use  of  steroids  as  for  his  prowess  on  tl^ 
field.  In  the  nfl,  Bosworth's  abbreviated  career  was  a  b 
disappointment,  but  he  was  a  standout  showman,  tl 
prototypical  angry  young  man.  "Brian's  a  bad  boy,  and  I  c 
think  that  sells,"  says  Gary  Wichard,  Bosworth's  agent, 
seems  to.  After  endorsing  Gillette's  Right  Guard  deodol 
ant  in  television  ads,  Bosworth  now  plans  to  star  in  ai] 
action  film  called  The  Brotherhood,  due  out  early  next  yea^' 
There  was  always  a  strain  of  the  showoff  in  our  spor 
stars.  Fifty-eight  years  ago  in  the  World  Series  at  Chicago 


The  squeeze  on  sponsorships 


Company 


Anheuser-Busch 


Tlhis  year  alone,  companies  are  expected  to  spend  $1.7 
billion  backing  golf  tournaments,  teimis  matches 
and  the  like,  up  threefold  since  1985,  according  to 
Chicago-based  International  Events  Group,  Inc.  But  the 
growth  has  begun  to  slow.  The 
cost  of  sponsoring  premier  events 
has  risen  sharply  over  the  past 
few  years,  mainly  as  a  result  of 
competitive  bidding  among  com- 
panies for  the  most  desirable 
tourneys.  Meanwhile,  various  fi- 
nancial constraints  are  beginning 
to  pinch  companies'  promotion 
budgets. 

Ashland  Oil's  Valvoline  motor 
oil  division  didn't  sponsor  a  Nas- 
car  racing  team  this  year,  after 
ten  years  with  the  circuit.  Manu- 
facturers Hanover,  burdened  with 
bad  loans,  ended  a  ten-year  tradi- 
tion of  sponsoring  golf's  presti- 
gious  Westchester   Classic,    rjr 


America's  top  corporate 
sports  sponsors 


Budget  ($mil) 


$175 


General  Motors 


Philip  Morris 


RJR  Nabisco 


Nike 


Coca-Cola 


McDonald's 


PepsiCo 


Coors 


Eastman  Kodak 


Nabisco,  leveraged  to  the  eyeballs,  announced  it  is  all 
but  entirely  pulling  out  of  pga  golf  sponsorship  next 
year — an  event  dear  to  the  heart  of  departed  rjr  boss 
Ross  Johnson.  The  move  will  likely  save  the  company 
in  excess  of  $10  million  a  year. 

Other  companies  have  re- 
sponded to  the  squeeze  on  costs 
and  on  budgets  by  getting  more 
creative.  Volvo  U.S.A.  boughti 
stakes  in  three  tennis  tourna- 
ments it  sponsors;  thus,  if  the 
events  make  money,  Volvo's 
costs  are  reduced.  Pepsi's  market- 
ing department  has  responded  to 
the  higher  costs  with  a  "big 
event"  strategy.  That  means 
sticking  with  high-profile  events 
like  the  Super  Bowl,  the  Boston 
Marathon  and  this  summer's 
Goodwill  Games.  It  also  means 
some  lesser  events  may  go  beg- 
ging for  sponsors. — C.P. 


150 


128 


115 


86 


71 


66 


64 


53 


49 


Source:  The  Sports  Marketing  Letter, 
Westport,  Conn. 


Kohen  Brown/Allspi) 


The  Budweiser  racing  team  at  the  Indy  500 

Competitive  bidding  has  boosted  the  cost  ttf  sponsoring  premier  competitions. 
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Wrigley  Field,  as  legend  has  it,  Babe  Ruth  pointed  at  the 
centerfield  wall  and  promptly  swatted  the  ball  over  the 
fence  for  a  home  run.  But  this  was  high  spirits  and  cocki- 
ness, not  arrogance  or  temper  tantrums. 

How  things  have  changed.  Bo  Jackson  plays  both  foot- 
ball and  baseball  professionally.  While  he  is  generally 
thought  of  as  a  nice  guy,  after  striking  out  (which  he  does 
often  these  days)  he  has  taken  to  snapping  his  wooden  bat 
in  two  across  his  knee.  Unsportsmanlike  perhaps,  but  it's  a 
gimmick  that  has  gone  over  big  with  the  fans.  For  Jackson, 
that  means  a  higher  national  recognition 
factor. 

John  McEnroe  brought  being  obnoxious  to 
a  fine  art.  No  question,  he  was  good  at  tennis. 
He  took  Wimbledon  three  times  and  the  U.S. 
Open  four  times.  But  throughout  his  career, 
McEnroe  would  regularly  throw  tantrums 
and  scream  at  line  judges.  This  cost  him 
thousands  of  dollars  in  fines  and  won  him 
thousands  of  lines  of  nasty  ink  in  the  nation 's 
sports  pages.  Did  it  hurt  McEnroe's  off-court 
business?  Hardly.  One  marketing  poll  indi- 
cated McEnroe  was  one  of  America's  least- 
liked  tennis  stars,  yet  the  same  poll  also 
ranked  him  as  one  of  the  nation's  most  liked 
players. 

McEiuoe,  now  in  the 
autumn  of  his  career,  is 
remembered  as  much  for 
his  nasty  manners  as  for 
his  playing,  but  he  is  re- 
membered. He  still  takes 
in  some  $3  million  a  year 
in  endorsement  money, 
falling  just  short  of  mak- 
ing the  Forbes  list.  With- 
out doubt,  he  served  as 
something  of  a  role  model 
to  today's  flamboyant 
stars.  Says  fellow  netsman 
Agassi,  "I  think  every- 
body agrees  McEnroe 
could  have  handled  him- 
self better  at  times.  But  I 
always  respected  his 
openness  to  express  how 
he  felt." 

Advertisers  must  play 
the  obnoxiousness  game 
with  great  care.  A  flam- 
boyant athlete  can  help 
draw  attention  to  an  ad- 
vertiser's product.  But  if 
the  guy  is  a  real  flash  in 
the  pan,  it's  important  to 
get  the  ads  on  the  air  fast 
and  not  get  too  attached. 
Finding  a  long-term  com- 
pany spokesman  is  a  dif- 
ferent matter.  Gimmicks 
are  okay,  serious  contro- 
versy is  not. 

One  athlete  who  stepped 
over  the  line  is  boxer  Mike 
Tyson,  this  year's  number 
one  money  earner  on  the 
Forbes  list.  Tyson  will 
make  almost  all  his  $28.6 
million    fighting    fightS; 


Football/baseball  player  Bo  Jackson 
How  to  make  striking  ottt  exciting. 


only  $1.6  million  or  so  will  come  from  endorsements.  Why? 
In  large  part  it's  his  messy  personal  life.  Two  years  ago  Pepsi 
agreed  to  pay  Tyson  about  $1  million  to  push  its  products. 
But  the  cola  company  refused  to  renew  the  contract  when  it 
came  out  in  the  media  that  Tyson  had  allegedly  been  beating 
his  actress  wife,  Robin  Givens.  A  messy  divorce  followed. 
Then  there  was  Tyson's  silly  street  fight  in  Harlem  and  the 
coup  de grace:  He  wrapped  his  Mercedes  around  a  tree  in  the 
driveway  of  his  trainer's  house. 
Jose  Canseco,  an  outfielder  for  the  Oakland  Athletics,  is 
another  case  of  a  sports  figure  crossing  the 
tricky  line  that  divides  merely  flamboyant 
behavior  from  the  sort  that  offends  large 
numbers  of  people.  As  a  celebrity,  Canseco 
has  lots  going  for  him.  He  is  the  first  major 
league  player  ever  to  hit  40  home  runs  and 
steal  40  bases  in  the  same  season.  The  Oak- 
land front  office  recently  granted  him  a  five- 
year,  $23.5  million  contract,  the  richest  in 
baseball  history.  A  $3.5  million  signing  bo- 
nus will  help  give  Canseco  nearly  $6  mil- 
lion in  income  this  year,  making  him  num- 
ber 14  on  our  list. 

But  endorsements?  That's  a  different  sto- 
ry. Canseco  claims  that  he  doesn't  get  any 
national  endorsements 
because  of  unfair  portray- 
als in  the  media.  A  more 
likely  explanation:  Canse- 
co's bad  manners  and  ar- 
rogance give  potential  cor- 
porate sponsors  the  hee- 
bie-jeebies. He  has  a 
history  of  failing  to  show 
up  for  scheduled  photo 
shoots  and  once  even 
missed  a  banquet  in  his 
honor.  On  top  of  that, 
Canseco  was  nailed  sever- 
al times  last  year  for 
speeding  and  other  vehic- 
ular violations.  But  what 
really  scared  sponsors  was 
Canseco's  arrest  in  April 
1989  for  carrying  an  un- 
registered handgun. 

But  Canseco  isn't  starv- 
ing. In  addition  to  his  rich 
baseball  contract,  he  will 
do  about  $500,000  in  local 
endorsements  this  year. 
Still,  he's  not  yet  in  the 
endorsement  big  time.  Ad- 
vertisers want  talented 
players  with  recognizable 
public  images.  Outlandish 
behavior  helps  establish 
image,  but  it  shouldn't  be 
too  outlandish.  Once  the 
image  is  right  and  strong 
enough,  the  earning  power 
often  persists  long  after  the 
athletic  career  has  peaked, 
becoming  a  kind  of  annu- 
ity. As  our  list  shows,  old- 
time  golf  ers  Arnold  Palmer 
and  Jack  Nicklaus  are  near 
the  top.  What  will  become 
of  you,  Andre  Agassi?  ■ 
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NEVER 

UNDERESTIMATE 

THE     POWER 

OF     CASH. 


©1990  Georgia-Pacific  Corporation  All  Rights  Reserved. 


It's  no  secret  that  when  we  bought 
Great  Northern  Nekoosa,  we  took  on  some  debt. 

Wall  Street  noticed. 

But  it's  also  no  secret  that  we  acquired  a  world-class  paper 
company  with  a  very  large  cash  flow. 

Wall  Street  noticed. 

Add  to  that  our  own  substantial  cash  flow,  and  the  picture 

gets  clearer  Because  the  simple  fact  is,  the  new  Georgia-Pacific 

will  be  capable  of  generating  1.5  billion  dollars  in  annual 

cash  flow  from  operations.  And  when  combined  with  the 

possible  sale  of  non-strategic  assets,  we  should  retire  our  debt 

far  quicker  than  many  expected. 

And  that's  the  sort  of  news  all  kinds  of  people  notice. 
Especially  our  shareholders. 


GeorgiaF^cific     ^ 


^ 
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Marketing 


Edited  by  Joshua  Levine 


Here  s  how  K-Swiss  gained  a  foothold  in  the 
fashion-crazed  athletic  shoe  market  by 
avoiding  gimmicky  trends  and  marketing 
oldfashioned  quality. 


The  shoe  as  hero 


By  Julie  Schlaz 


When  it  comes  to  staking  a  claim  in 
the  volatile  $4.8  billion  athletic  foot- 
wear market,  K-Swiss  Inc.  is  doing  a 
little  counterprngramming:  no  glitz, 


no  glamour.  No  big-time  basketball 
star  endorsements.  No  razzle-dazzle 
psychedelic  designs. 

Instead,  Pacoima,  Calif.-based  K- 
Swiss'  basic  product  line  is  a  plain, 
white  leather  athletic  shoe.  K-Swiss' 


target  buyers  are  boys  and  men  whc 
wear  button-down  shirts  and  girls  anc 
women  who  wear  classic-lookinj 
Ralph  Lauren-style  sportswear.  On( 
typical  target  customer  is  Laurer, 
Bretzfield,  13,  who  attends  a  privatt 
co-ed  school  in  Los  Angeles'  trendy 
west  side  and  shops  at  the  chic  Centu 
ry  City  Shopping  Center.  These  days 
she  says,  the  in-crowd  is  no  longel 
into  flashy  designer  apparel.  "My 
friends  and  I  wear  plain  clothes,"  ex 
plains  Bretzfield,  "jeans  and  T  shirt; 
and  basic  shoes." 

The  K-Swiss  target  customei 
spends  less  time  with  the  tube  tha? 
does  the  typical  American,  so  insteac 
of  television,  K-Swiss'  low-key  adven 
tising,  for  now,  is  aimed  at  radio,  magif 
azines  and  billboards.  Its  retailing 
outlets  tend  to  be  selective  and  up|) 
market.  "The  basis  of  our  company, 'r 
says  Chairman  Steven  Nichols,  "i? 
long-term  performance,  not  fashion.' 

In  a  fad-driven  market  where  K  i 
Swiss'  far  bigger  competitors — Nike' 
Reebok  and  L.A.  Gear — are  trying  tu 
outdo  each  other  in  creating  trendy 
envy,  the  no-frills  approach  seems  tc 
be  working.  Between  1988  and  I98S 
revenues  increased  72%,  from  $4( 
million  to  $69  million.  Meanwhile 
profits  rose  from  $2.7  million  to  $4./ 
million.  K-Swiss  stock,  recently  $26  i 


K-Swiss  Inc.  Chairman  Stei'en  Nichols 

"The  basis  of  our  company  is  long-term  performance,  notfaahion.' 
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share,  or  28  times  1989  earnings,  has 
gained  48%  since  it  went  public  in 
June  at  $17.50. 

Compared  with  its  big  three  ri- 
vals— which  together  accoimt  for 
59%  of  the  athletic  footwear  mar- 
ket— K-Swiss'  share  is  a  tiny  1.6%. 
But  that's  up  a  very  respectable  60% 
in  the  last  year,  while  Nike,  Reebok 
and  L.A.  Gear  together  gained  5%. 

It  hasn't  been  easy.  In  1988  retailers 
snickered  at  K- Swiss'  claim  that  its 
new  Gstaad  court  shoe  would  have  a 
product  life-cycle  of  about  five  years, 
compared  with  the  industry  average 
of  six  months  to  a  year.  But  many 
skeptics  have  been  won  over  by  re- 
sults at  the  cash  register  and  the  fact 
that  K-Swiss  is  fanatical  about  quality 
control:  Its  1%  return  rate  is  among 
the  lowest  in  the  industry.  The  design 
of  its  Classic,  a  white  leather  tennis 
shoe  with  five  subtle  stripes,  pretty 
much  hasn't  changed  in  24  years  and 
is  the  basis  for  the  entire  product  line, 
over  20  items.  James  Hines,  who 
heads  the  footwear  division  of  the 
Houston,  Tex. -based  Oshman's  Sport- 
ing Goods  chain,  is  happy  with  the 
product.  Says  he:  "People  keep  rebuy- 
ing.  We've  had  the  account  since 
1966." 

K-Swiss  was  founded  that  year  by 
Art  and  Earnest  Brunner,  former 
Swiss  skiers  and  athletic  equipment 
importers.  For  20  years  their  primary 
product  was  the  Classic,  a  design  they 
discovered  in  Switzerland  and  perfect- 
ed, using  high-quality  rubber  and 
leather.  They  set  up  shop  in  low-rent 
Pacoima,  about  25  miles  north  of  Los 
Angeles.  Sales  grew  steadily,  to  about 
$21  million  by  1986.  All  this  without 
marketing  or  advertising.  The  shoe 
basically  sold  itself. 

This  didn't  go  unnoticed  by  Steven 
Nichols,  at  the  time  president  of  a 
division  of  Stride  Rite  Corp.,  maker  of 
such  timeless  classics  as  the  Sperry 
Top-Sider,  which  has  been  around  for 
55  years.  The  soft-spoken  Nichols, 
now  48,  knew  his  shoes.  As  a  teenager 
he  worked  in  his  grandfather's  shoe 
store  in  New  York  City. 

In  1985  Stride  Rite  briefly  consid- 
ered buying  K-Swiss.  When  Nichols 
couldn't  persuade  his  superiors  to 
take  the  plimge,  he  decided  to  jump  in 
on  his  own.  In  1986  he  resigned  from 
Stride  Rite  and  spent  the  next  seven 
months  putting  together  $16  million 
of  venture  capital  to  buy  K-Swiss  him- 
self— a  deal  he  completed  in  January 
1987.  Almost  immediately,  he  pushed 
the  one-product  company  into  new 
areas  such  as  basketball,  court,  boat- 
ing and  alpine  hiking  shoes.  Most 
styles  are  available  in  men's,  wo- 
men's, children's  and  infant  lines.  In  a 
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bit  of  a  departure,  Nichols  has  intro- 
duced shoes  in  basic  primary  colors. 
K-Swiss  shoes  retail  from  $25  to  $85. 
The  kids'  market  accounts  for  about 
10%  of  total  sales,  but  Nichols  hopes 
to  increase  that  to  about  15%. 

Last  year  K-Swiss  spent  a  modest 
$3.2  million  on  advertising,  against 
an  estimated  $70  million  for  L.A. 
Gear.  "Our  campaigns  focus  on  what 
we  call  the  shoe  as  hero,"  says  Preston 
Davis,  K-Swiss  vice  president  for  mar- 
keting. Advertisements  typically  con- 
sist of  extreme  closeups  of  the  shoes 
that  show  off  the  quality  of  the  leath- 
er and  stitching.  To  target  the  college 
market,  the  firm  advertises  in  maga- 
zines such  as  Elle,  Rolling  Stone,  Spin 
and  Seventeen. 

To  the  extent  the  company  seeks 


Three  examples  of  K-Swiss'  no-frills  ads 

The  shoe,  aiuf  not  a  cetehrity,  is  Che  atar. 


celebrity  endorsements,  it  does  so  in 
an  offbeat  way.  One  example:  Bud 
Collins,  the  balding,  colorful  tennis 
commentator  best  known  for  his  cov- 
erage of  Wimbledon  and  the  U.S. 
Open.  Says  Davis:  "We  were  drawn  to 
him  because  he's  not  vanilla.  He's  a 
personality  that  draws  attention.  But 
he's  also  one  of  the  smartest  men  on 
the  game  of  tennis." 

Nichols  sees  great  growth  potential 
overseas;  a  joint  venture  in  Japan  al- 
ready accounts  for  16%  of  K-Swiss' 
sales.  K-Swiss  also  markets  its  shoes 
in  Taiwan,  Hong  Kong,  Singapore, 
New  Zealand,  and  Central  and  South 
America.  "There  are  few  universally 
accepted  things,"  says  Nichols.  "One 
of  those  is  Swiss  quality." 

Maybe,  just  maybe,  your  L.A.  Gears 

and  British  Knights  can  keep  riding 

the   roller   coasters   of  fashion.   For 

■  sheer  staying  power,  however,  we'd 

be  inclined  to  bet  on  K-Swiss.  ■ 


77 


^  D,g,tal  Equ.pmen,  U.rpo.anon  l.si .  Ihc  bl.,nAL  logo  and  Digital  has  i.  now  are  trademarks  of  Digital  Equipment  Corporation,  ICI  Pharmaceuticals  Group  is  a  business  unit  of  !CI  Americas  Inc. 


"Digital  is 

helping  ICI 

Pharmaceuticals 

make  better  use 

of  information 

so  we  can  better 

contribute  to 

human  health!' 


"As  a  multinational  corporation, 
ICI  Pharmaceuticals  Group  looks  for 
innovative  ways  to  take  advantage  of 
our  widespread  resources.  One  way 
is  Digital's  open  systems  architecture. 
It  makes  us  more  competitive  today, 
more  prepared  for  tomorrow. 

"Examples  abound.  Digital's 
open  architecture  lets  R&D  tap  into 
a  single,  worldwide  database.  Instead 
of  duplicating  work,  we  now  share  it. 
And  that  trims  months  off  develop- 
ment time.  Our  system  allows  access 
to  information  direct  from  the  field. 
So  we  know  more  and  we  know  it 
sooner.  As  a  result,  we're  better  able 
to  respond  to  market  conditions.  The 
system  even  plays  a  role  in  the  FDA 
approval  cycle.  Our  ability  to  retrieve 
and  reformat  test  data  accelerates  the 
process,  giving  us  a  significant 
advantage. 

"Digital's  open  systems  architec- 
ture is  opening  a  world  of  possibilities 
tor  us  in  the  90s.  All  of  them  healthy." 

The  rewards  of  working  together. 

Digital's  open  systems  architecture 
lets  you  integrate  your  heterogeneous 
computing  environments. 

Today,  because  of  this  open 
approach  to  computing.  Digital  gives 
you  an  elegantly  simple  way  lor  your 
people  to  work  together  more  produc- 
tively, more  creatively,  more  efficiently, 
more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  129  Parker 
St.,  K29,  Maynard,  MA  01754-2198. 
Or  call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  before. 


Digital 

has 

it 

now 


Some  investors  seem  to  think  that  Texas 
Pacific  Land  Trusfs  desolate  pasture  and 
semidesert  are  golden  assets.  Call  it  the 
romance  of  the  West. 


Sagebrush  saga 


By  William  P.  Barrett 


WHEN  IT  COMES  to  Strange 
beasts  on  the  New  York 
Stock  Exchange,  it's  tough  to 
beat  the  102-year-old  Texas  Pacific 
Land  Trust.  With  offices  in  New  York 
and  Dallas,  the  trust  has  just  nine 
employees  and  holds  a  shareholders' 
meeting  only  about  every  six  years.  Its 
three  trustees  are  elected  for  life  and 
haven't  had  a  raise  this  century.  The 
top  full-time  officer,  Maurice  Walls, 
whose  title  is  general  agent  and  secre- 
tary, earns  less  than  $100,000  a  year 
and  works  from  an  office  the  walls  of 
which  are  flecked  with  peeling  paint. 
Yet  at  a  recent  28 'A,  the  company's 
3.63  million  shares  have  a  market 
capitalization  of  about  $103  million. 
The  basic  line  of  business:  going  out 
of  business.  The  trust  was  formed  in 


1888  to  take  over  many  of  the  assets 
of  Jay  Gould's  overextended  Texas  &. 
Pacific  Railway  Co.,  the  state's  first 
major  east-west  line.  These  assets 
consisted  of  3.5  million  West  Texas 
acres  of  semiarid  land  that  the  state 
government  had  given  Gould  to  help 
finance  the  line.  Railroad  bondholders 
swapped  their  debt  for  shares  in  what 
amounts  to  a  liquidating  trust. 

A  century  later,  Texas  Pacific  is 
still  liquidating.  Despite  selling  more 
than  2  million  acres  over  the  past  102 
years,  the  trust  still  owns  nearly  1.2 
million  acres  in  the  desolate,  400- 
mile  stretch  between  Abilene  and  El 
Paso,  almost  all  of  it  leased  out  for 
cattle  and  sheep  grazing.  Only  the 
state  government  is  said  to  own  more 
of  the  Lone  Star  State. 

"We're  pretty  passive  about  selling 
the  land,"  says  General  Agent  Walls,  a 
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An  original  certificate,  issued  1888,  of  the  Texas  Pacific  Land  Trust 
Going  out  ofhusineaafor  102  years. 


22-year  veteran  of  the  company.  "We 
wait  for  people  to  approach  us.  It'll 
probably  take  us  at  least  another  100 
years  to  sell  the  rest." 

And  what's  the  hurry,  anyway?  For 
1989,  Texas  Pacific  earned  $2.8  mil- 
lion, or  77  cents  per  share,  on  reve- 
nues of  $5.4  million.  About  20%  of 
the  income  came  from  infrequent 
land  sales,  40%  from  tiny  royalty  in- 
terests in  2,600  oil  and  gas  wells,  and 
the  rest  from  grazing  rentals  and  in- 
terest on  previous  ov^mer-financed 
land  sales. 

Texas  Pacific  trades  for  37  times 
earnings,  while  yielding  a  puny  1 .4% . 
Since  1980 — a  period  of  Texas  boom 
and  bust — Texas  Pacific's  total  armu- 
al  return,  assuming  reinvestment  of 
dividends,  has  been  only  0.7%,  even 
after  the  repurchase  of  around  1%  of 
its  outstanding  stock  armually.  Inves- 
tors would  have  done  better  just  about 
anywhere  else. 

So  what  supports  the  stock  price? 
Call  it  mystique.  A  mystique  rooted 
in  an  overblown  faith  in  the  apprecia- 
tion of  real  estate  and  the  resulting 
notion  that  this  relic  of  Texas  history 
must  contain  assets  far  in  excess  of 
the  current  market  capitalization.  Pe- 
riodically, the  market  catches  a  bad 
case  of  Texas  real  estate  fever.  Last 
fall,  for  example,  the  stock  briefly 
shot  up  to  54  after  Business  Week  sug- 
gested the  actual  asset  value  was  $92 
a  share.  The  price  quickly  settled  back 
to  aroimd  30,  where  it  has  hovered  for 
nearly  a  decade. 

Texas  Pacific  officials  do  little  to 
discourage  this  riches-too-vast-to- 
count  thinking.  But  the  stock.is  noth- 
ing more  than  a  play  on  the  potential 
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value  of  parched  and  dusty  stretches 
that  only  an  armadillo  could  love. 
Even  as  a  hedge  against  inflation^  the 
stock  looks  richly  priced. 

Some  98%  of  it  is  ranchland — 
much  of  it  semidesert — vs^ith  no  de- 
velopmental potential.  Thanks  to  the 
checkerboard  pattern  of  the  original 
land  grant,  Texas  Pacific  has  virtually 
no  contiguous  parcels  larger  than  a 
square  mile.  That  restricts  potential 
buyers  to  adjoining  landow^ners,  se- 
verely driving  down  prices.  Experts 
figure  the  average  value  at  $62  an 
acre,  for  a  total  of  $70  million. 

The  biggest  growth  potential  lies  in 
the  other  2%,  about  24,000  acres  on 
the  far  eastern  outskirts  of  the  popu- 
lous El  Paso  area  adjoining  Mexico. 
Reckoning  about  $830  an  acre  would 
make  Texas  Pacific's  best  land  worth 
maybe  $20  million. 

Add  in  the  oil  and  gas  assets  at  a 
generous  five  times  the  average  yearly 
income  of  the  past  decade — net  worth 
about  $17  million — plus  the  rest  of 
the  debt-free  balance  sheet,  and  you 
get  a  liquidating  value  of  about  $115 
million,  or  $31.85  a  share,  a  modest 
12%  premium  to  the  market. 

But  that  ignores  taxes,  and  they  are 
a  killer  here.  Even  though  it  is  called  a 
trust,  Texas  Pacific  is  taxed  as  a  cor- 
poration, and  each  one  of  its  sales  is 
subject  to  capital  gains  on  almost  the 
entire  purchase  price.  Taking  this 
into  account,  the  net  realizable  of 
Texas  Pacific  assets  works  out  to 
about  $80  million,  $22.14  a  share,  or 
22%  below  the  recent  market.  So 
much  for  mystique. 

Yes,  over  time  land  prices  will  rise. 
But  for  the  past  25  years,  through  sev- 


Getieral  A^etit  Maurice  Walls  in  the  DallcLs  ojjice 
Walls  flecked  with  peeling  paint. 


eral  business  cycles,  studies  say  West 
Texas  land  has  appreciated  at  no  more 
than  inflation.  Oil  prices  probably 
will  move  up,  too,  but  Texas  Pacific 
long  ago  sold  off  its  own  right  to  drill 
new  oil  and  gas  wells  on  its  land. 

Texas    Pacific    is    almost    quamt; 
some    days    it    doesn't    even    trade. 


Chairman  Maurice  Meyer,  a  trustee 
since  1955,  argues  that  the  company 
is  doing  just  fine:  "It  has  worked  for 
102  years  and  worked  beautifully." 
But  the  low  annual  returns  and  large 
premium  over  liquidating  value  sug- 
gest that  ^he  current  market  price  is 
based  more  on  fantasy  than  on  fact.  ■ 


A  TexiLs  &  FacitiL  /olO/ho///  c 

Once  part  of  Jay  Gould's  railroad  empire. 
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At  started  In  1971 ,  when  Freddie  Mac 
introduced  the  Participation  Certificate  (PC), 
the  first  conventional  mortgage  passthrough 
security  on  the  market.  A  real  market-maker, 
backed  by  high-quality  mortgages,  the  PC  soon 
became  a  favorite  with  investors  looking  lor 
a  low-risk/high-yield  opportunity. 

As  the  secondary  mortgage  market 
grew,  Freddie  Mac  continued  to  be  a 
leading  innovator,  introducing  a  variety 
ol  new  products  to  meet  changes  in 
interest-rate  cycles  and  capital  market 
conditions.  This  year  saw  the  debut  ol 
Freddie's  latest  enhancement,  the  popular 
Gold  PC.^'  By  reducing  the  payment 
delay  30  days,  Freddie  Mac  has  made 
the  Gold  PC  the  lastest  mortgage 
passthrough  security. 
As  a  result  ol  Freddie's  consistent  ability  to  meet 
investor  needs  through  innovation,  the  company 
has  compiled  an  impressive  financial  record:  20 
straight  years  o(  continuous  growth,  plus  80 
straight  quarters  of  profitability. 

For  investors  who  value  a  safe  but  forward- 
ooking  investment,  there's  no  steadier  prospect. 
For  more  information,  call  the  Freddie  Mac 
investor  hotline  at  (800)  336-FMPC. 


THE  IDEA  BEHIND  ONE  IN  EIGHT 


AMERICAN  HOMES 


RreddieMac 


STEADY 
FREDDIE 


Numbers  Game 


From  Wall  Street  came  an  inventive  new 
structure  that  promised  to  boost  acquisi- 
tions. The  accountants  nixed  it. 

The  accountants 

versus 
the  dealmakers 


(^his  B  MackmAn 


By  Dana  Wechsler  Linden 

WITH  A  LOT  of  Wall  Street's 
mergers  and  acquisitions 
folks  twiddling  their  thumbs 
these  days,  the  last  thing  they  needed 
was  someone  putting  a  crimp  in  a 
promising  new  kind  of  acquisition. 

But  that's  just  what  happened  when 
the  accounting  industry's  Emerging 
Issues  Task  Force  met  July  12  to  rule 
on  how  companies  should  do  the  ac- 
counting for  a  clever  merger  ploy  con- 
ceived by  Dow  Chemical  Co.  and  in- 
vestment bankers  Morgan  Stanley 
and  Shearson  Lehman  Hutton.  The 
ploy  was  intended  to  ease  the  way  for 
Dow's  purchase  of  Marion  Laborato- 
ries last  fall.  It  enabled  Dow's  phar- 
maceuticals subsidiary,  Marion  Mer- 
rell  Dow,  to  avoid  perhaps  $90  mil- 
lion per  year  in  goodwill  charges  over 
the  next  40  years.  Other  companies 
were  soon  proposing  the  same  kind  of 
transaction. 

The  task  force  is  empowered  by  the 
Financial  Accounting  Standards 
Board — the  accounting  rulemaker — 
to  deal  with  narrow  technical  issues 
that  need  quick  resolution.  The  task 
force  effectively  turned  thumbs  down 
on  future  use  of  the  technique.  De- 
signed to  boost  per-share  multiples 
and  help  U.S.  firms  be  more  competi- 
tive when  bidding  against  foreign 
buyers,  the  technique  bypassed  that 
dreaded  accounting  entry,  goodwill. 

Goodwill  represents  the  difference 


between  the  price  you  pay  for  the 
company  and  the  tangible  assets  you 
receive.  Accounting  rules  say  good- 
will must  be  amortized  over  a  period 
of  up  to  40  years,  coming  directly  out 
of  aftertax  earnings.  That  annual  hit 
to  earnings  then  affects  the  stock  mar- 
ket's valuation  of  the  company. 

How  did  the  Dow  deal  work,  and 
how  did  it  get  around  the  goodwill 
problem?  Dow's  stock  was  trading  at 
a  dull  seven  times  earnings — a  chemi- 
cal company,  after  all.  Yet  tucked  in- 
side its  $17  billion  in  revenues  was  a 
$1.2  billion  pharmaceuticals  subsid- 
iary, Merrell  Dow,  which  could  have 
commanded  a  far  higher  multiple 
from  the  market  on  its  own.  That 
would  make  the  stock  more  valuable 
currency  for  use  in  acquiring  other 
companies  and  help  strengthen  it 
against  formidable  competitors  in 
global  pharmaceuticals. 

The  straightforward  solution  would 
have  been  for  Dow  to  sell  the  public 
shares  in  Merrell  while  still  retaining 
control.  Merrell  would  then  start  buy- 
ing other  medium-size  drug  compa- 
nies, such  as  Marion  Laboratories. 

But  since  Marion  would  undoubt- 
edly have  sold  for  a  higher  price  than 
the  value  of  its  tangible  assets,  Mer- 
rell would  have  been  hammered  by 
goodwill  charges.  Instead  the  Dpw 
people  employed  a  three-step  process. 
Dow  first  bought  39%  of  Marion's 
shares  and  a  voting  proxy  for  another 
13%,  giving  it  52%  control. 


Second  step:  Dow  transferred  Mer- 
rell Dow  to  Marion,  in  exchange  re- 
ceiving more  Marion  stock.  Dow  end- 
ed up  owning  67%  of  the  new  compa- 
ny, called  Marion  Merrell  Dow. 

Third:  Dow  gave  the  public  share- 
holders of  Marion  Merrell  Dow  a  new 
kind  of  security,  called  a  "contingent 
value  right."  This  essentially  guaran- 
teed the  price  of  Marion  Merrell 
Dow's  shares  on  Sept.  30,  1991. 

Now,  remember  the  objective:  No 
goodwill  on  Marion  Merrell  Dow's 
books.  Dow  achieved  this  by  taking 
advantage  of  an  accounting  rule  that 
says  when  companies  under  "com- 
mon control"  merge,  they  simply  add  , 
their  assets  and  liabilities  together  at 
historic  cost — goodwill  need  not  be 
booked.  Since  Dow  controlled  both 
Marion  and  Merrell  Dow  before  they 
merged,  the  rule  applied. 

The  SEC  accepted  this  accounting,' 
but  when  other  inquiries  started  pour- 
ing in,  SEC  Chief  Accountant  Edmund 
Coulson  began  to  get  concerned. 
"Where  was  this  thing  going  to  go?" 
asks  Coulson. 

At  Coulson's  request,  the  Emerging 
Issues  Task  Force  put  the  issue  on  its 
July  12  agenda.  The  13  accountants 
met  at  New  York's  Parker  Meridien 
hotel,  discussed  it  briefly,  and  con- 
cluded that  since  the  whole  deal  was 
linked  at  inception,  it  wasn't  right  to 
treat  Marion's  combination  with 
Merrell  Dow  as  a  separate  transac- 
tion. Thus,  no  merger  of  companies 
under  "common  control"  took  place. 

With  this  ruling,  if  Dow  were  to  do 
the  deal  again,  it  would  have  to  book 
far  more  goodwill  on  its  owri  books 
than  the  $3  billion  it  did.  And  even 
more  important,  it  might  have  to 
show  billions  of  dollars  of  goodwill  on 
Marion  Merrell  Dow's  books  as  well. 
That  might  be  more  than  Dow  would 
be  willing  to  accept. 

"This  kind  of  transaction  is  now 
killed,"  laments  Robert  Willens,  a 
partner  at  kpmg  Peat  Marwick.  Which 
leaves  U.S.  companies  at  a  continued 
disadvantage  in  making  major  acqui- 
sitions, since  some  foreign  companies 
do  not  have  to  amortize  the  good- 
will— which  often  accounts  for  as 
much  as  90%  of  the  acquisition  price. 
The  SEc's  Coulson  says  that  he  had 
no  strong  view  on  how  the  matter 
should  be  resolved  but  simply  want- 
ed a  ruling.  Says  he:  "I  would  have 
thought  that  there  would  be  more 
discussion.  We  didn't  think  that  it 
was  slam  dunk."  Having  decided  the 
case  on  narrow  grounds,  the  accoun- 
tants have  made  it  that  much  more 
difficult  for  U.S.  business  to  compete 
internationally.  Is  that  what  they  are 
there  for?    ■ 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


^■^e  land  we're  offering  is  far 
I  from  the  crowds  and  rat  race  of 
A  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  huntnig, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  K6, 
Ft.  Garland,  CO  81133. 


:)blain  (he  Property  Report  required  ."jy  ^eat^^•  ,.:/>  3:1!  ,-^--i  •j.e-  if^  :.')-■•', ar  .-hiil;  rjr  (-.  •-i'>ra:  ager^cy  nas 
i  Jdged  the  merits  or  value,  if  any.  of  this  properly  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
tatement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  no!  constitute  approval 
f  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  Staleor  that  the  Secretary  of  State  has  in  any  way  passed 
pon  the  merits  of  such  offering   A  copy  of  'he  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
;  tanches  NYA86-1 53  A  ..atement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
^ )  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value.  Obtain  the  New  Jersey  Public 
)ffering  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO.  Fiorida  AD  20537 


Brian  McAule\>  of  Fleet  Call  with  dL'patch  radio  ami  portable  phone 

"If  you  own  SO  miles  of  beachfront  in  Hawaii,  you  ought  to  be  able  to  put  up  some  nice  hotels. 
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Why  is  cellular  centimillionaire  Craig 
McCaw  trying  to  stop  Fleet  Call  from  up- 
grading its  two-way  radio  service?  Could 
McCaw  be  worried  about  competition? 

Look  out  for  the 
taxi  dispatchers 


By  Gary  SlutSker 


Tl  HESE  ARE  tough  timcs  for  inves- 
tors in  cellular  stocks.  They 
took  a  hit  late  last  year  after 
Prime  Minister  Margaret  Thatcher 
opened  up  the  British  cellular  indus- 
try to  competition  from  personal 
communications  networks — it  hasn't 
happened  here,  but  it  might  one  day. 


The  highfliers  took  another  hit  re- 
cently when  Motorola  announced  its 
stunning  plan  to  run  a  worldwide  cel- 
lular system  in  the  sky  called  Iridium. 
Now  comes  another  competitive 
threat — not  from  a  futuristic  technol- 
ogy, but  from  something  as  unglamor- 
ous  as  the  taxi  dispatch  business.  A 
clever  startup  called  Fleet  Call  Inc.,  in 
Bloomfield,  N.J.,  is  trying  to  turn  its 


collection  of  dispatch  operations 
around  the  country  into  something 
that  is  almost  identical  to  a  cellular 
phone  system. 

Fleet  Call  wants  permission  from 
the  Federal  Communications  Com- 
mission to  upgrade  its  dispat9h  busi- 
ness. If  it  gets  the  permission.  Fleet 
could  set  a  dangerous  precedent  for 
the  cellular  business.  Other  mobile 
radio  operators,  including  the  likes  of 
Motorola  and  other  creative  technolo- 
gists, could  eventually  do  a  lot  of 
damage  to  the  comfortable  duopoly  of 
the  cellular  business.  At  present  only 
two  companies  can  operate  cellular 
phone  service  in  any  given  area. 

No  surprise,  then,  that  several  large 
cellular  operators,  including  Craig 
McCaw's  McCaw  Cellular  Commu- 
nications, are  quietly  lobbying  against 
Fleet's  petition.  The  heavyweight 
lawyer  fighting  Fleet  for  McCaw  is 
former  fcc  chairman  and  current  fcc 
powerbroker  Richard  Wiley. 

The  brains  behind  Fleet  are  Morgan 
O'Brien,  45,  a  former  fcc  staff  lawyer, 
and  Brian  McAuley,  49,  a  onetime 
executive  at  Millicom  Inc.,  a  cellular 
and  paging  outfit.  The  two  men 
formed  the  company  in  1987  and  be- 
gan buying  up  fcc  licenses  in  the  spe- 
cialized mobile  radio  band.  This  mo- 
bile band  business  is  worth  about 
$400  million  a  year  in  service  fees  and 
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equipment  sales.  It  provides  wireless 
dispatch  service  to  taxi  fleets,  plumb- 
ers and  other  small  businesses.  Mo- 
bile radio  operators  may  also  com- 
plete phone  calls  for  their  mobile  cus- 
tomers, at  an  additional  cost,  though 
this  is  now  a  small  part  of  their  busi- 
ness. O'Brien  and  McAuley  have 
asked  the  fcc  for  permission  to  use 
new  technology  that  would  dramati- 
cally expand  the  capacity  of  channels 
they  already  control. 

Fleet  Call  had  $30  million  in  reve- 
nues last  year,  small  potatoes  next  to, 
say,  McCaw  Communications'  $504 
million.  But  it  has  giant  ambitions. 
Here's  how  Brian  McAuley,  Fleet's 
president,  describes  his  outfit:  "If  you 
own  50  miles  of  beachfront  in  prime 
areas  of  Hawaii  and  all  that's  on  there 
now  are  shacks,  you  certainly  ought 
to  be  able  to  put  up  some  nice  hotels." 

Right  now.  Fleet  Call  is  limited  to 
beach  shacks  by  its  restrictive  fcc 
license.  The  fcc  merely  lets  mobile 
band  operators  blast  signals  through- 
out a  metropolitan  region  from  sever- 
al high-power  antennas  using  exclu- 
sive frequencies.  In  New  York,  for 
example.  Fleet  Call  gathers  transmis- 
sions from  around  the  metropolitan 
area  for  retransmission,  using  over  40 
antennas  and  200  repeaters  placed  at 
several  sites,  including  the  Empire 
State  Building. 

O'Brien  and  McAuley  want  to  in- 
crease their  calling  capacity  and  qual- 
ity simply  by  using  some  of  the  same 
tricks  the  cellular  folks  have  adopted. 
First,  they  want  to  diwy  up  cities  into 
shifting,  amoebalike  cells  that  permit 
their  precious  frequencies  to  be  re- 
used every  few  cells,  a  process  the 
cellular  industry  has  used  to  expand 
capacity.  Next,  they  want  to  switch  to 
new  digital  transmission  equipment 
and  trade  their  bulky  radio  sets  in  for 
the  same  portable  phones  used  by  cel- 
lular operators. 

If  the  FCC  grants  its  wish.  Fleet  Call 
will  increase  its  capacity  over  fifteen- 
fold,  enough  to  keep  its  existing  dis- 
patch customers  and  expand  by  at- 
tracting cellular  customers. 

Fleet  Call  has  a  lot  of  money  riding 
on  the  FCC  application.  After  talking 
venture  capitalists  at  First  Chicago 
and  Chase  Manhattan  banks  into  pro- 
viding $80  million  in  equity  and  ac- 
cess to  debt  financing,  O'Brien  and 
McAuley  paid  about  $250  million  to 
acquire  1,600  or  so  of  these  dispatch 
channels  in  New  York,  Los  Angeles, 
Chicago,  San  Francisco,  Dallas  and 
Houston. 

In  Los  Angeles,  for  example.  Fleet 
Call  controls  almost  9  megahertz  of 
the  electromagnetic  spectrum,  about 
1  Vi  times  the  space  of  a  single  televi- 
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sion  channel.  For  that  space  it  paid  an 
average  of  $5  million  per  megahertz. 
This  is  darned  cheap  compared  to 
what  cellular  systems  currently  fetch. 
McCaw  Communications  recently 
acquired  a  part  interest  in  a  Los  Ange- 
les cellular  system  controlling  25 
megahertz.  McCaw  paid  the  equiva- 
lent of  $166  million  per  megahertz. 

If  the  FCC  lets  Fleet  Call  upgrade, 
the  taxi  dispatch  channels  will  be- 
come vastly  more  valuable — and 
McCaw's  will  be  somewhat  less  valu- 
able. In  competing  with  cellular  oper- 
ations. Fleet  will  have  plenty  of  pric- 
ing flexibility,  thanks  to  intense  com- 
petition in  the  fragmented  mobile 
radio  business.  "Customers  were  pay- 
ing $15  for  75  minutes  of  airtime  on  a 
frequency  that  was  functionally 
equivalent  to  a  cellular  one  where  cel- 
lular was  getting  $100  for  the  same 
thing,"  says  McAuley. 

There  are  some  hints  that  the  agen- 
cy will  come  down  on  the  side  of 
competition,  fcc  Chairman  Alfred 
Sikes  has  campaigned  for  more  effi- 
cient use  of  the  radio  spectrum.  For 
example,  the  cellular  industry  has 
adopted  new  digital  standards  with- 
out having  to  get  fcc  permission. 

In  some  areas,  the  fcc  has  dropped 
the  need  to  allocate  frequencies  for 
different  kinds  of  services  altogether. 
For  example,  holders  of  satellite  tran- 
sponder licenses  may  transmit  phone 
calls,  data  and  tv  and  radio  program- 
ming— all  simultaneously.  Yet  else- 


where in  the  spectrum,  services  are 
strictly  segregated.  Fleet's  application 
shows  how  technology  mocks  the 
Fcc's  rigid,  outdated  zoning  laws.  If 
the  Fcc  relaxed  those  laws,  the  free 
market  would  quickly  decide  how 
best  to  use  the  spectrum. 

Already  the  mobile  radio  band  is 
starting  to  bristle  with  new  technol- 
ogy. Last  year  the  fcc  let  New  York- 
based  Ram  Mobile  Data  set  up  a  na- 
tionwide digital  all-data  network  us- 
ing mobile  radio  channels.  The  big 
fellows  are  moving  in,  too.  Motorola, 
a  large  holder  of  mobile  radio  chan- 
nels, recently  started  selling  a  data 
messaging  service  over  some  of  its 
frequencies  to  trucking  companies. 
Moving  a  lot  of  dispatch  traffic  to 
more  efficient  data  services  would 
free  up  more  capacity  for  phone  calls. 

Will  local  regulators  object  to  hav- 
ing a  third  player  in  the  cellular  busi- 
ness? Not  likely,  if  the  newcomers 
start  by  competing  on  price.  "No  pub- 
lic service  commission  in  the  country 
is  going  to  say,  'Don't  lower  your 
rates,'  "  says  McAuley.  Lower  rates 
could  be  a  serious  blow  to  cellular 
operators,  many  of  whom  have  big 
debt  burdens  assumed  in  buying  their 
systems. 

News  of  this  and  other  potential 
setbacks  have  already  knocked  bil- 
lions of  dollars  off  the  market  value  of 
cellular  stocks  and  bonds.  But  have 
the  price  declines  fully  discounted  the 
threats?  ■ 


Making  loans  to  young  hi^b-tecb  compa- 
nies only  sounds  risky.  Thafs  why  Silicon 
Valley  Bancshares  is  so  profitable. 

Electronic 
banking 


By  Ralph  King  Jr. 


P^  LEXus  Computers,  one  of 
^  those  rockets  that  Silicon  Val- 
ley is  noted  for,  streaked  upward 
and  then  crashed,  filing  a  bankruptcy 
petition  in  March  1989.  Venture  capi- 
talists and  other  creditors  lost  at  least 
$40  million.  But  Silicon  Valley  Banc- 
shares, Plexus'  primary  lender,  re- 
couped its  $344,000  loan  by  collecting 


on  the  firm's  receivables,  which  it  had 
secured. 

As  its  name  suggests,  Silicon  Valley 
Bancshares  makes  a  lot  of  loans  to  the 
high-tech  industry  on  the  San  Francis- 
co peninsula.  Customers  include  mid- 
size firms  like  Chips  &.  Technologies 
and  SynOptics  Communications,  and 
tiny  ones  like  Trimble  Navigation.  It 
also  makes  general  commercial  loans 
and  construction  loans  for  expensive 
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single-family  homes.  Since  opening 
its  first  office,  in  a  San  Jose  industrial 
park  in  late  1983,  the  bank's  assets 
have  swelled  to  $570  million,  at  a 
torrid  growth  rate  of  54%  compound- 
ed annually. 

Growth  like  that  is  routine  in  the 
technology  business  but  usually  dan- 
gerous m  banking.  It  may  mean  that 
underwriting  standards  are  lax  and 
that  big  losses  are  sure  to  follow.  Re- 
member the  Penn  Square  Bank? 

Silicon  Valley  Bancshares'  chief  ex- 
ecutive, Roger  V.  Smith,  bridles  at  the 
comparison  to  Penn  Square.  "This 
ain't  oil  and  this  ain't  Oklahoma  Ci- 
ty," he  says.  The  numbers  back  him 
up.  If  we  can  trust  the  au- 
ditors this  time,  Smith's 
bank  is  as  solid  as  they 
come.  Total  losses  at  Sili- 
con Valley  Bancshares, 
the  holding  company  of 
Silicon  Valley  Bank,  are 
$3.1  million  to  date,  less 
than  $200,000  of  that  in 
high  technology.  The  re- 
serve for  loan  losses,  at 
1.75%  of  loans  outstand- 
ing, is  a  very  comfortable 
4 'A  times  nonperforming 
loans.  Return  on  assets  is 
2.1%,  among  the  highest 
in  the  nation.  Return  on 
equity  is  29% . 

Silicon  Valley  goes  after 
business  other  banks  are 
afraid  of  or  don't  under- 
stand. BankAmerica  once 
dominated  the  region's  emerging 
high-tech  market.  Now,  after  big 
losses  in  Third  World  loans  and  else- 
where, it  timidly  limits  such  lending 
to  firms  solidly  in  the  black.  East 
Coast  banks  active  in  the  area  during 
the  high-tech  boom  of  the  early  1980s, 
like  Chase  Manhattan  and  Bank  of 
Boston,  have  all  but  folded  their  tents. 
Silicon  stepped  into  a  gaping  void. 

Silicon  doesn't  wait  for  customers 
to  come  to  it.  The  bank  calls  on  every 
high-tech  firm  it  can  find  in  the  first 
year  or  two  of  life.  The  typical  cus- 
tomer has  strong  venture  capital 
backing,  thus  lots  of  cash  on  hand.  It 
may  have  already  begun  manufactur- 
ing, but  its  sales  are  less  than  $25 
million  and  its  income  less  than  zero, 
which  means  it  is  still  at  least  several 
years  away  from  a  public  offering. 

"We're  mainly  knocking  on  doors 
for  deposits,  not  loans,"  says  Smith, 
49,  a  skilled  marketer  who  gets  his 
best  leads  from  the  valley's  venture 


capital  community.  The  bank  solicits 
deposits  by  dangling  a  carrot.  If  the 
customer  meets  certain  near-term  fi- 
nancial targets,  it  can  get  a  revolving 
credit  line.  For  example,  as  soon  as 
receivables  hit,  say,  $5  million,  the 
bank  will  lend  up  to  60%  of  that 
amount,  or  $3  million,  at  an  interest 
rate  several  points  above  prime. 
That's  $3  million  of  interim  funding 
the  company  would  otherwise  be 
forced  to  raise  from  venture  capital- 
ists, costing  company  founders  anoth- 
er chunk  of  precious  equity. 

What's  in  it  for  the  bank?  Loyalty, 
which  will  pay  off  as  the  company 
grows  up.  The  bank  collects  an  annual 
fee,  usually  1%,  for  the  credit  line. 
And  it  gets  a  blanket  lien  on  all  the 
customer's  assets — just  as  it  did  with 
Plexus  Computers — and  maybe  even 
on  the  chief  executive's  house. 


Roger  V.  Smith  of  Silicon  Valley  Bancshares 
"This  ain't  Oklahoma  City." 


But  the  real  plum  is  all  that  seed 
capital  the  company  agrees  to  deposit 
with  Silicon.  Because  many  startups 
need  funds  on  a  moment's  notice, 
one-quarter  of  the  bank's  deposits,  or 
$140  million,  are  non-interest-bear- 
ing. Other  longer-term  deposits  pay 
interest  but  at  rates  a  point  or  two 
below  market.  The  bank  has  never 
had  to  buy  brokered  deposits.  Because 
of  its  low  cost  of  funds,  a  mere  5%, 
the  bank's  net  interest  margin  is  an 
outstanding  7.6% . 

Low  overhead  helps,  too.  The  bank 
has  no  headquarters,  just  five 
cramped  offices  near  the  plants  of  its 
customers.  Since  it  doesn't  serve  the 
retail  trade,  there  are  no  tellers  stand- 
ing around  nor  costly  atms  to  service. 
Roger  Smith  works  at  a  metal  desk 
and  serves  baloney  sandwiches  to  lun- 
cheon guests. 

Smith's  approach  to  service  has  a 
distinctly  entrepreneurial  bent.  When 
one  client,  Radius  Inc.,  an  $82  million 


(1989  sales)  maker  of  high-resolution 
monitors,  decided  to  hire  an  out-of- 
town  top  executive,  the  bank  gave  the 
executive  one-day  approval  on  one 
bridge  loan  to  exercise  stock  options 
at  the  company  he  was  leaving  andi. 
another  to  purchase  a  new  home.| 
That  kind  of  service  helped  Silicon^ 
woo  Radius  away  from  BankAmerica| 
after  18  months  of  effort.  | 

"This  is  old-time  banking,  believe; 
me,"  says  Chief  Financial  Officett: 
Thomas  O'Connor,  35.  O'Connorj 
says  he  subscribes  to  the  "John  Birchi: 
Society  of  accounting."  For  example,f 
he  doesn't  permit  loan  fees  to  be 
booked  up  front;  he  amortizes  them^ 
over  the  life  of  a  loan.  No  officer, 
including  Smith,  has  unilateral  au- 
thority to  approve  a  loan  of  any  size 
That's  up  to  the  six-member  loan 
committee.  Bank  officials  scour 
borrowers'  monthly  re 
ports  and  drop  by  compa- 
ny facilities  often  to 
check  for  trouble  signs 
like  vacant  offices.  Theii 
money  is  at  stake:  Insider: 
own  20%  of  the  bank's 
over-the-counter  stock, 
recently  trading  at  llVi, 
nearly  twice  book  value 
but  only  seven  times  pro 
jected  1990  earnings. 

What  if  the  California 
economy  sinks?  One- 
third  of  the  bank's  portfo 
lio  consists  of  12-month 
construction  loans,  pri 
marily  to  speculative 
home  builders.  That's 
worrisome,  although 

Smith  hastens  to  note 
that  none  of  the  200  units 
completed  within  the  last  year  has 
gone  unsold  for  more  than  90  days.  As 
for  employers  in  the  area,  semicon 
ductor  manufacturers  are  cutting 
back,  but  software,  telecommunica- 
tions, medical  electronics  and  envi 
ronmental  firms  are  expanding.  "You 
can't  believe  the  staffing  plans  that 
most  of  these  companies  have," 
Smith  says. 

Meanwhile,  along  Route  128  near 
Boston,  many  healthy  technology 
firms  are  having  trouble  lining  up 
credit.  The  banks  are  in  worse  shape 
than  the  customers.  In  May  Silicon 
Valley  Bancshares  hired  several  of 
Bank  of  New  England's  veteran  tech 
nology  lenders  and  opened  a  Route 
128  office. 

Directly  or  indirectly,  Roger  Smith 
is  betting  almost  all  his  bank's  mar 
bles  on  technology.  But  say  this  for 
the  bank,  it  seems  to  make  up  in 
attention  to  detail  whatever  it  lacks 
in  diversification.  ■ 


te 
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Witness  the  destruction 
of  an  entire  department. 

jm^-- 


Don't  blink.  Six  months  worth  of 
lew  orders  and  over  fifty  thousand 
;ustomers  are  about  to  be  wiped  off  the 
ace  of  the  earth. 

By  accident. 

62%  of  all  hard  disk  data  loss  is  due 
o  operator  error.  Unless  vou  back  up 


your  department  with  3M  data  cartridge 
tape  technology,  you're  at  the  mercy  of 
everv  finger  tip  in  the  company. 

All  our  data  cartridge  tapes  are  backed 
with  20  years  of  experience.  12  revo- 
lutionary patents.  And  are  the  choice 
of  IBM.  Apple.  And  Hewlett-Packard. 


Fact  is,  you  simply  can't  find  better 
protection  for  your  company  docu- 
ments. So  don't  take  chances.  Back  up 
everything  on  a  3M  data  cartridge  tape, 
it's  the  safest  way  to  avoid  destruction. 

Call  1-800-888-1889  ext.  5 
tor  more  information. 
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Why  Compaq  will  n 

that  sim 


Before  creating  arjything, 
we  start  with  a  clean  slate, 
and  talk  to  personal 
computer  users  like  you. 


The  way  we  see  it,  the  so-so,  the  pretty 
good  and  the  just  plain  average  are  things  for 
someone  else.  Not  for  us. 
And  most  certainly  not 
for  you. 

That's  the  reason  why 
every  COMPAQ  personal 
computer  product  ever 
introduced  has  been  de- 
signed to  deliver  on  a  sim- 
ple promise:  to  simply  work  better.  It's  what 
makes  our  high-performance  PCs  different 
from  all  the  others. 

The  whole  process  starts  with  you. 
Before  we  design  our  products,  we  sit 
down  and  talk  with  computer  users  like  you. 
To  see  what  you  want.  And  what  you  need. 
Then  we  take  these  ideas  and  combine 
them  with  the  latest  technology  and  our  own 
innovative  thinking. 

The  result  is  a  line  of  PCs 
with  the  right  performance 
for  whatever  you  want  to  do. 
Performance  that  comes 
from  more  than  just  the  pro- 
cessor. It  includes  features  like 
high-speed  disk  drives  and 


COMPAQ,  DESKPRO,  Registered  US  PalenI  and  Trademark  Office  SYSTEMPRO  is  a  trademark  of  Compaq  Computer  Corporation   Product  r 


VGA  graphics.  Room  to  customize  and  upgrade 
with  expansion  cards  and  peripherals.  And  the 
compatibility  to  work  with  the  best  of  industry- 
standard  technology 

This  attention  to  detail  is  one  reason  why 
our  PCs  consistently  earn  the  highest  marks  fo 
quality  from  computer  ex 
perts.  And  unsurpasse( 
marks  for  satis- 
faction from 
PC  users. 

You'll  see 
this  thinking  in 
every  COMPAQ 
PC  system, 
desktop,  portable  and  laptop  we  introduce. 
The  new  COMPAQ  DESKPRO  386N  and 
COMPAQ  DESKPRO  286N  are  the  first  COMPAC 
personal  computers  designed  with  specific 

network  features.  They're 
optimized  to  work  in  com 
bination  with  the  COMPAQ 
SYSTEMPRO  PC  System 

The  new  COMPAQ  SLT386S/20. 
like  all  our  laptops,  is  designed  to 
fit  where  you  work.  Whether 
you  Ye  on  the  35th  floor  over- 
looking Manhattan  or  at  35, 000 
feet  over  the  Rockies.  Ifj 

s  mentioned  herein  may  be  trademarks  and/  or  registered  trademarks  of  other  compa 


COMPAQ  personal  computers  earn  an 

impressive  number  of  industry  awards. 

But  it's  all  the  things  you  can  do  with 

our  PCs  that's  really  impressive. 


B 


3r  introduce  a  PC 
vorks  OK. 


;  powerful  COMPAQ  desktop  servers. 

:    The  COMPAQ  SYSTEMPRO  brings  an  un- 

•ecedented  combination  of  performance  and 


And  for  [he  ultimate  in  portability,  the 
8V2"  X 11"  COMPAQ  LTE  and  COMPAQ  LTE/286 
put  the  performance  of  a  desktop  personal  com- 


No  matter  what  yuu  do,  there's  a  COMPAQ  PC  system, 

:pandability  to  connected  environments. 

The  new  COMPAQ 
DESKPRO386S/20  de- 
livers power  at  the  office 
without  taking  over  your 
whole  desk. 

Mery  COMPAQ  product  is  meticulously  designed.  Ideas  that 
don't  measure  up  will  wind  up  here,  not  in  your  office. 

The  new  COMPAQ  SLT  386S/20  laptop  lets 
u  put  that  same  high  performance  to  work  on 
B  road  or  on  your  desk.  Without  compromising 
ictionality  or  size. 


desktop,  portable  or  laptop  that  will  h^lp  you  work  better 

puter  in  your  briefcase.  With  room  to  spare. 

All  told,  every  COMPAQ 
PC  ever  introduced  offers  the 
difference  between  simply 
working  OK  and 
simply  working  better. 

For  more  informa- 
tion and  the  location  of 
an  Authorized  COMPAQ 
Computer  Dealer,  call  1-800-231-0900,  Operator 
117.  In  Canada,  1-800-263-5868,  Operator  117. 


A  worldwide  network  of 

Authorized  Dealers  is  ready 

and  waiting  to  help  you. 


comPAa 


It  simply  works  better. 
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Random  Access 


Commentary  by  Esther  Dyson 


INFORMATION,  BID  AND  ASKED 


This  is  the  age  of  the  information 
economy  and  the  age  of  the  free 
market.  Perhaps  it  is  time  we  had  a 
more  Uquid  market  in  informa- 
tion— a  sort  of  data  auction,  com- 
plete with  bid  and  asked  prices. 

PhilUp  SaUn,  40,  started  thinking 
about  auctioned  data  almost  two 
decades  ago,  as  an  economics  under- 
grad  and  F.A.  Hayek  fan  at  ucla.  It 
was  only  after  a  Stanford  M.B.A.  and 
jobs  as  a  stockbroker,  at  Lotus  and 
in  the  private  space  business  that  he 
saw  the  costs  of  personal  computers 
and  online  services  come  down  to 
the  point  where  the  idea  made  prac- 
tical sense. 

In  1984  Salin  started  building 
American  Information  Exchange 
(Amix),  a  cross  between  a  stock 
market  and  an  online  information 
service.  Using  their  computers 
hooked  to  Amix  via  modems,  users 
will  buy  and  sell  data  such  as  prod- 
uct surveys  and  Wall  Street  research 
after  haggling  electronically  over 
the  price.  In  1988  Autodesk  bought 
80%  of  the  company  (the  rest  is 
owned  by  employees),  but  Auto- 
desk, which  develops  and  sells  soft- 
ware, is  now  attempting  to  find  an 
additional  investor  to  share  the  $6 
million  or  so  cost  of  implementing 
the  service.  Pilot  operations  are 
planned  for  next  winter. 

Aiming  for  a  clientele  that  is  al- 
ready computer  literate,  Amix  in- 
tends that  the  auctioned  informa- 
tion will  initially  be  about  comput- 
ers. If  you  are  a  stock  analyst  who 
follows  Intel,  you  may  offer  to  sell 
copies  of  your  latest  report.  If  your 
company  is  contemplating  the  pur- 
chase of  laser  printers,  you  may  so- 
licit advice  about  which  brand  is 
best  in  your  situation.  Or  maybe 
you  want  some  predictions  about 
market  share  for  Sun  Microsystems' 
latest  workstation.  Competing  bids 
come  back  from  various  experts. 

In  some  cases,  the  data  consist  of 
an  electronic  copy  of  an  existing 
document,  priced  at  perhaps  as  lit- 
tle as  $2  or  as  much  as  $100.  In 
other  cases  the  information  does 
not  exist  until  it's  asked  for.  The 


Esdjer  Dyson  is  editor  and  publisher  of  the 
newsletter  Release  1 .0. 


buyer  is  then  in  effect  soliciting  bids 
for  consulting  services — and  bids 
will  probably  start  at  more  like  $20. 
Or  a  buyer  might  send  a  seller  his 
data  to  load  into  the  seller's  propri- 
etary spreadsheet  or  financial  for- 
mula. Some  vendors  will  offer  cus- 
tom services — a  report  plus  one 
hour  of  telephone  consultation,  say. 

Says  Salin:  "We're  just  trying  to 
reduce  the  friction  and  transaction 
costs  that  keep  people  from  trading 
their  knowledge  for  gain."  As  mid- 
dleman— broker  more  than  dealer — 
Amix  will  leave  to  consumers  and 
vendors  the  complexities  of  pricing 
and  valuing  the  information.  Amix 
won't  care  whether  the  information 
products  it  helps  trade  are  delivered 
by  mail  or  telephone  or  some  other 
means.  Unlike  other  online  ser- 
vices, Amix  is  focused  on  the  trans- 
actions more  than  the  delivery  of 
the  information. 

What  keeps  sellers  honest?  Cus- 
tomers are  invited  to  comment  on 
the  services  or  products  they  pur- 
chase for  the  benefit  of  other  poten- 
tial purchasers,  but  they  must  iden- 
tify themselves  to  do  so.  No  vendor 
may  delete  those  comments,  al- 
though he  may  respond  to  them. 

Amix  will  collect  a  percentage  of 
each  transaction  from  the  seller,  as 
well  as  storage  fees  for  keeping  of- 
fered information  online.  If  the  stuff 
doesn't  sell,  the  overhead  charges 
eventually  induce  the  seller  to  re- 
move the  product.  The  buyer  pays 
coimection  charges,  plus  whatever 
price  he  agrees  on  for  the  informa- 
tion he  purchases. 

The  goal  is  to  have  the  system 
organize  itself  as  sellers  and  buyers 
gravitate  to  the  proper  topic  areas, 
and  prices  respond  to  demand  and 
competition;  sellers  as  well  as  buy- 
ers can  see  what  else  is  being  of- 
fered. Aside  from  integrity  and  ac- 
counting rules  enforced  by  the  soft- 


ware, Amix  has  market  managers, 
akin  to  local  cops  who  know  the 
neighborhood  and  can  keep  order 
and  arbitrate  disputes. 

Why  has  a  system  like  Amix  been 
so  long  in  coming?  Because,  goes 
the  conventional  wisdom,  it's  im- 
possible to  fix  the  value  of  intellec- 
tual property.  Take  the  well-known 
conundrum:  You  search  for  three 
days  and  find  no  information  on  a 
job  candidate — information  that's 
extremely  valuable  because  it 
means  this  fellow  has  committed 
no  crimes.  Or  another:  A  single  arti- 
cle leads  you  to  make  a  stock  pur- 
chase that  nets  you  a  40%  return  in 
two  days.  Or  you  download  five  arti- 
cles, and  find  that  four  of  them  re- 
peat the  content  of  the  first.  Juan's 
common  knowledge  is  Alice's  elec- 
trifying discovery. 

Moreover,  common  wisdom  has 
it  that  the  law  of  supply  and  de- 
mand can't  work  for  a  product,  such 
as  information,  that  can  be  replicat- 
ed at  almost  no  cost.  Two  answers 
can  be  offered  here.  One,  data  may 
be  cheap  to  duplicate,  yet  still  cost- 
ly for  the  seller  to  publicize  and  for 
the  buyer  to  find;  and  two,  the  most 
valuable  information  tends  to  be 
that  which  is  not  widely  available, 
either  because  it  is  timely  or  be- 
cause it  is  of  intense  interest  to  only 
a  few  people.  So  the  details  are  a 
little  different,  but  the  general  rules 
of  supply  and  demand  still  apply. 

When  Autodesk  first  signed  on 
for  the  project  in  June  1988,  the  plan 
was  to  come  out  with  a  system  for 
in-house  text  databases.  One  big 
corporation  would  use  it  to  help  its 
employees  share  their  information 
resources.  Eventually,  Autodesk 
correctly  concluded  that  what 
might  make  Amix  most  special  was 
a  pricing  philosophy.  So  the  project 
was  recast  in  February  1989,  but  the 
investment  required  for  a  service  as 
opposed  to  a  boxed  software  project 
was  far  greater,  and  the  time  to  prof- 
itability will  be  longer. 

In  the  broader  sense,  the  auction 
market  for  intellectual  property  is 
already  thriving:  People  buy  and  sell 
whole  companies  and  market  vi- 
sions. Now  they  will  be  able  to  buy 
and  sell  memos.  ■ 
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XEROX 


One  of  the  most 
significant  documents 
we've  ever  processed. 


Cerox  is  proud  to  have  recently  won  the 
restigious  Malcolm  Baldrige  National 
)uality  Award. 

n  pursuit  of  this  award,  we  learned  a 
)t  about  ourselves.  And  at  the  same 
me,  developed  a  deeper  understand- 
*ig  of  quality  that  might  better  help 
usinesses  compete  and  prosper  at 
ome  and  abroad. 


We  believe  such  self-examination  is 
vital  if  we  are  each  to  remain  world 
leaders  in  our  respective  fields.  So  we 
thank  those  companies  that  previously 
shared  their  knowledge  with  us.  And 
now  we'd  be  pleased  to  share  these 
insights  with  you. 

If  you're  interested  in  obtaining  the 
Xerox  case  study,  please  write  us  at 


Xerox  Corporation,  P.O.  Box  24 
Rochester,  New  York  14692.  Or 
call  1-800-TEAM-XRX 
(832-6979)  Ext.  327A 


We'd  be  happy  to 
make  you  a  copy. 


\l.ik,.lm».,ldr, 

National 
Quality 
Award 


XEROX 

The  Document  Company 
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Science  &  Technology 


Edited  by  Gary  Slutsker 

Werner  Baumgartner  invented  a  better 
mousetrap,  hut  like  a  lot  of  inventors,  he 
didnt  have  a  clue  about  selling  the  thing. 

The  scientist 
and  the  sharpies 


By  Fleodng  Meeks 


WERNER  Baumgartner  keeps 
a  portrait  of  John  Keats  on 
the  wall  of  his  crowded  Santa 
Monica,  Calif,  office.  "That's  where  it 
started,  really,"  says  the  55-year-old 
chemist,  in  an  Austrian  accent,  "with 
his  hair."  Then  he  snaps  open  his 
briefcase  and  pulls  out  a  framed  lock 
of  the  19th-century  poet's  wispy 
brown  curls,  acquired  from  an  anti- 
quarian book  dealer  in  Texas. 

What  has  a  dead  poet's  hair  got  to 
do  with  business?  It's  a  long  story  but 
an  intriguing  one.  Five  years  ago 
Baumgartner  analyzed  the  Romantic 
poet's  hair  for  drugs,  using  a  process 
he'd  invented,  and  found  traces  of  an 
opiate.  The  test  results  suggested  that 
Keats,  who  died  of  tuberculosis  at  age 
26,  had  been  using  an  opium-based 
painkiller  toward  the  end  of  his  life.  If 
the  process  could  find  evidence  of 
drug  use  in  the  hair  of  a  man  dead 
close  to  two  centuries,  what  could  it 
do  for  living  people?  Today  Baum- 
gartner is  chairman  of  Psychemedics 
Corp.,  the  company  he  founded  to  de- 
velop and  promote  his  drug  test. 

The  test  works  on  a  simple  princi- 
ple. Hair,  as  it  grows,  takes  nourish- 
ment from  the  blood.  If  drugs  are  pres- 
ent in  the  bloodstream,  traces  are  left 
behind  in  the  protein  coils  that  make 
up  hair.  Washing,  dyeing  or  bleaching 
will  not  remove  them.  An  inch-and-a- 
half-long  strand  of  hair  can  produce  a 
drug-use  profile  stretching  back  over 
three  months,  rather  than  just  days,  as 
is  the  case  with  urinalysis.  That 
makes  it  virtually  impossible  for  a  job 
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johyi  Keats 

Pay  dirt  from  a  dead  poet. 

applicant  to  beat  a  hair  test,  short  of 
shaving  his  head  and  showing  up  in  a 
very  convincing  toupee. 

Slowly,  Baumgartner's  test  is  gain- 
ing adherents.  Companies  like  Steel- 
case  Inc.  and  Harrah's  Lake  Tahoe 
Resort  Casino  use  it  to  test  job  appli- 
cants. The  Federal  Bureau  of  Investi- 
gation is  said  to  have  used  hair  analy- 
sis to  support  claims  that  Washington 
Mayor  Marion  Barry's  drug  use  was 
not  just  a  one-time  thing. 

The  key  to  Baumgartner's  hair  test 
is  that  it  catches  more  drug  users  than 
does  urinalysis.  For  example,  at  Steel- 
case,  the  office  furniture  maker,  the 
proportion  of  positive  test  results  us- 
ing urinalysis  declined  from  15%, 
when  its  drug  testing  program  began 
1 1  years  ago,  to  2%  by  the  mid-1980s. 
Steelcase  suspected  that  some  job  ap- 
plicants were  beating  urine  tests  by 


laying  off  drugs  for  a  few  days. 

Steelcase  then  ran  a  test  comparin, 
hair  testing  with  urine  testing  ant 
confirmed  its  suspicions.  Out  of  77'. 
applicants,  2.7%  tested  positive  witl 
urinalysis,  but  18%  tested  positivt 
with  hair  analysis.  Early  this  yeai 
Steelcase  dropped  urinalysis  in  favo 
of  hair  analysis. 

Baumgartner,    whose    family    lefl 
Austria  after  World  War  II  and  move*! 
to  Australia,  has  solid  scientific  ere! 
dentials.  He  earned  a  Ph.D.  in  physr 
cal  chemistry  from  the  University  o 
New  South  Wales  in  1963,  and  movec 
to  Los  Angeles,  taking  a  job  at  Califor 
nia  Institute  of  Technology's  Jet  Pro 
pulsion       Laboratory,       where       ht 
searched  for  organic  compounds  thai 
could  act  as  superconductors.  In  197#j 
Baumgartner's     German-bom     wifej 
Annette,  a  chemist,  was  working  oil  k 
contract  for  the  Justice  Department; 
attempting  to  come  up  with  a  way  td 
identify   criminals   by   developing  ;; 
"chemical  fingerprint"  from  hair  b^ 
breaking  it  down  into  fats,  protein; 
and  trace  metals.  The  project  flopped 
but  it  gave  Baumgartner  an  idea:  Wh^ 
not  use  the  same  sorts  of  tests  to  look 
for  drugs  in  hair? 

Baumgartner  came  up  with  a  way  to 
separate  specific  drugs  from  the  pro) 
teins  in  hair.  His  process  essentiall)! 
dissolves  the  hair  and  destroys  its  pro| 
teins  without  destroying  the  other  or] 
ganic  substances  it  may  contain,  suet 
as  drugs.  Drugs,  if  they  exist  in  the 
remaining  solution,  can  then  be  iden 
tified  in  much  the  same  way  they  an 
in  urinalysis.  They  can  be  detected  ir^ 
amounts  as  low  as  one-billionth  of  i 
gram,  using  a  technique  called  radio 
immunoassay,  in  which  antibodies 
that  react  to  the  presence  of  specific 
drugs  are  added  to  the  solution. 

It  would  be  nice  to  report  that 
Baumgartner's  business  is  as  sound  as 
his  chemistry.  It  is  not.  After  his  test 
produced  pay  dirt  on  Keats'  hair 
Baumgartner  was  mentioned  in  a 
1986  Time  magazine  cover  story  on 
drugs  in  the  workplace.  A  couple  ol 
stock  promoters  saw  the  article  and 
offered  to  help  raise  money.  The  idea 
was  a  natural  for  a  story  stock  promo 
tion.  In  January  1987  Kashner  David 
son  Securities  Corp.,  of  Sarasota,  Fla., 
peddled  $3.5  million  of  Psychemedics 
stock  to  the  public  at  $2  a  share,  with 
the  help  of  a  St.  Louis  ophthalmolo- 
gist and  a  former  car  salesman.  "I 
didn't  know  anything  about  the  busi- 
ness world,"  says  Baumgartner,  who  joi 
had  been  repeatedly  turned  down  for  the 
research  grants.  "I'd  never  evenjiiui 
bought  a  share  of  stock." 

Baumgartner  says  he  didn't  know,  ate 
for  example,    that   Kashner  and   its 
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"I  didn't  know  anything  nbout  the  business  world.  I'd  never  even  bought  a  share  of  stock.' 


principals  had  been  repeatedly  fined 
and  censured  by  the  National  Associ- 
ation of  Security  Dealers  for  improper 
record  keeping.  In  addition,  a  Kasiiner 
employee  had  earlier  embezzled  mon- 
ey from  customers'  accounts.  (Kash- 
ner's  problems  weren't  mentioned  in 
the  prospectus  for  Psychemedics.) 
Had  Baumgartner  known,  it  would 
have  been  tempting  to  overlook  Kash- 
ner's  transgressions  anyway.  In  addi- 
tion to  getting  money  to  continue  his 
research,  Baumgartner  and  his  wife 
received  shares  that  were  then  valued 
at  $6  million. 

Two  years  and  two  presidents  after 
going  public,  Psychemedics  was  on 
the  verge  of  going  broke.  Total  reve- 
nues for  that  period:  $800,000,  includ- 
ing $500,000  from  two  hastily  negoti- 
ated licensing  deals.  Losses:  nearly  $3 
million.    "People   say,    'If  you're   so 
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good,  why  isn't  the  whole  world  com- 
ing to  you?'  "  says  Baumgartner.  "I 
say,  'Wait  a  while.  In  the  meantime, 
let's  not  go  bankrupt.'  " 

Any  danger  of  bankruptcy  was 
averted  last  year,  when  a  group  led  by 
Boston-based  investment  banker  A.C. 
(Clint)  Allen  heard  about  Psychemed- 
ics' troubles  and  negotiated  a  deal  to 
buy  54%  of  the  teetering  firm  at  45 
cents  a  share,  well  below  market 
prices.  Allen's  clients  include  centi- 
millionaire  Wayne  Huizenga,  a  prov- 
en entrepreneur  with  two  enormous 
successes  to  his  credit.  Waste  Man- 
agement and  Blockbuster  Entertain- 
ment. Word  of  Huizenga's  involve- 
ment sent  the  stock  flying,  from  75 
cents  to  S3  almost  overnight.  In  June 
vthe  Allen  group  upped  its  stake  to 
58%.  At  the  current  price  the  com- 
pany's market  valuation  is  $42  mil- 


lion. That  is  an  astounding  52  times 
latest  12-month  revenues. 

To  live  up  to  its  giddy  valuation, 
Psychemedics  will  have  to  grab  a  sig- 
nificant chunk  of  the  drug-testing 
market,  estimated  at  $240  million 
last  year.  That  means  taking  business 
away  from  the  medical-testing  giants 
that  dominate  with  urinalysis — com- 
panies that  include  Hoffmann-La 
Roche,  Metpath  and  SmithKline  Bee- 
cham.  That  will  take  some  doing,  but 
the  prize  is  worth  the  try. 

For  Werner  Baumgartner,  the  smart 
scientist  and  naive  businessman,  this 
story  may  well  have  a  happy  ending 
some  day.  After  all,  he  got  his  insider 
stock  at  half  a  cent  per  share.  For  the 
individual  investors  getting  in  at  $4 — 
whom  we  may  describe  as  nonscien- 
tists  and  naive  businessmen — the 
odds  are  a  lot  longer.  ■ 
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Insights 


Commentarv  bv  Michael  Gianturco 


STORM  WARNINGS? 


A  high,  thin,  wispy  cloud  that 
marks  an  otherwise  perfectly  blue 
sky  means  rain.  Farmers  call  such  a 
cloud  "the  mare's  tail";  the  more 
formal  description  is  a  high  cirrus 
pattern.  It's  a  type  of  formation  that 
precedes  a  moving  weather  front  by 
as  much  as  three  days  and  predicts 
foul  weather  well  before  it  hits. 

The  science  and  technology 
stocks  have  long  been  regarded  as 
the  mare's  tail  clouds  of  the  broad 
market — a  fairly  reliable  early 
warning  system.  The  accuracy  of 
these  groups  as  an  indicator  of  broad 
market  direction  has  been  demon- 
strated once  again  in  the  past 
weeks'  trading,  when  the  Dow  con- 
firmed the  science  and  technology 
slump.  The  robust  rally  that  ap- 
peared "for  real"  when  I  wrote  my 
last  column  (////)■  23)  stumbled  not 
long  after.  How  important  is  this 
reversal?  And  what  are  science 
stocks  now  suggesting  as  the  future 
direction  for  the  market? 

The  predictive  power  of  the  group 
is  readily  explained.  Most  science 
and  technology  stocks  are  traded  on 
the  secondary  markets.  Their  ap- 
peal is  based  purely  on  their  ability 
to  go  up:  There  are  rarely  any  divi- 
dends paid  out  to  console  a  share- 
holder sitting  out  a  long  down  cycle. 
Because  there  is  little  brand  loyalty 
toward  science  and  technology 
stocks,  money  tends  to  move  in  and 
out  of  these  issues  earlier  than  it 
does  for  large-cap,  exchange-listed 
securities.  Speculative  money 
moves  early  and  moves  fast,  setting 
the  science  and  technology  stocks 
bobbing  up  and  down  much  before 
the  effect  is  felt  on  the  Dow. 

As  the  summer  has  progressed, 
we  have  seen — with  increasing  fre- 
quency— sudden  sharp  declines  in 
specific  technology  stocks.  Adobe 
Systems,  the  desktop  publishing 
software  firm,  was  perhaps  the  ear- 
liest, followed  by  Oracle  (database 
software),  Mentor  Graphics  (work- 
station software)  and  Borland  (pro- 


Michael  Gianturco  is  president  of  The 
Princeton  Portfolios,  a  New  Jersey  asset 
management  firm,  and  edits  The  Top  Ten, 
its  weekly  computerized  newsletter  on 
investments  in  science  and  technology. 


gramming  languages  and  desktop 
software).  One  could  read  these  re- 
treats as  special  cases,  or  as  a  neces- 
sary correction  affecting  primarily 
the  modish  software  stocks.  But 
then  the  pattern  broadened  to  in- 
clude semiconductor  manufactur- 
ers and  other  hardware  companies. 

Down  went  Weitek,  the  math  co- 
processor chip  company,  and,  in  a 
sort  of  selling  climax,  Apple,  Lotus, 
Intel,  Sun  Microsystems,  Motorola 
and  Texas  Instruments.  Earnings  re- 
ports were  clearly  triggering  these 
declines — but  it  didn't  matter  if  the 
reports  were  good,  bad  or  indiffer- 
ent. In  other  words,  the  selling  be- 
came indiscriminate.  Yet  these 
many  high,  thin  clouds  of  concern 
from  the  technology  group  were  just 
so  many  traces  against  the  blue 
summer  sky  of  a  near-3000  Dow. 

Then,  quite  suddenly,  the  Dow 
plunged  into  a  selling  storm.  With 
the  benefit  of  hindsight,  it  appears 
that  the  telltales  of  the  technology 
group  were  operating  as  reliably  as 
ever.  They  certainly  signaled  the 
turbulence  we  have  now  seen  in  the 
broad  market. 

The  question  now  is  this:  Has  this 
been  merely  a  summer  storm  or  has 
it  shown  us  a  major  top? 

There  is  a  case  to  be  made  that 
this  is  not  a  top.  The  Dow  had,  by 
many  criteria,  climbed  up  a  steeple 
and  was  due  for  a  correction.  And 
typically  the  technology  stocks  do 
have  a  brisk  selloff  in  the  summer. 
Last  year  it  came  in  early  June;  the 
year  before  in  the  dog  days  of  July. 
Historically,  the  seasonal  pattern 
for  the  group  is  a  fairly  simple  cycle 
that  bottoms  around  Thanksgiving, 
rises  (with  corrections)  through  Sep- 
tember, then  declines  back  to  its 
low  just  before  Thanksgiving. 

These  technology  tergiversations 
tend  to  come  in  early  spring,  mid- 
summer and  early  autumn,  and  may 


take  back  as  much  as  50%  of  gains 
achieved  on  each  upward  leg.  Per 
this  traditional  (and  statistically  ob- 
servable) pattern,  we  should  expect 
to  see  a  resumption  of  the  rally's 
progress  in  the  science  and  technol- 
ogy stocks  almost  immediately. 

And  if  we  do  not,  then  there  may 
be  real  cause  for  concern  about  not 
only  this  group  but  also  the  Dow 
and  the  broad  market. 

I  think  three  stocks  should  tell 
the  story:  Oracle  Systems,  Intel  and 
Microsoft.  They  are,  of  course,  the 
top  companies — each  with  signifi- 
cant proprietary  technology,  a  lead- 
ership position  in  its  market  and  a 
solid  rate  of  growth. 

Intel  is  unique  in  the  recent  rally 
among  semiconductor  manufactur- 
ers. Most  of  the  market's  recent 
favorites  have  been  in  a  subcate- 
gory: the  so-called  fabless  semicon- 
ductor companies  like  Altera  and 
Chips  &  Technologies.  You  might 
call  them  "lite"  semiconductor 
companies:  They  design  but  don't 
fabricate,  and  so  are  spared  the 
costs  of  heavy  depreciation  ex- 
penses and  large  fixed  overheads. 
Intel,  by  contrast,  has  a  heavy  capi- 
tal commitment  to  manufacturing. 
As  a  result,  it  is  a  better  litrnus  test 
of  strength  in  technologies!  It  also 
happens  to  be,  at  around  44,  stabi- 
lizing near  the  bottom  of  its  long- 
term  trading  range. 

Oracle,  perhaps  the  premier  com- 
pany in  database  software,  has  sold 
off  so  vigorously  that  it  seems  rea- 
sonable that  the  sellers  are  now  out 
of  the  stock.  Like  Intel,  it  is  at  the 
bottom  of  its  normal  trading  range 
and  should  show  progress  upward 
from  17  over  the  coming  weeks. 

Microsoft  is  dominant  in  ibm- 
compatible  operating  system  soft- 
ware for  desktop  machines,  and  the 
new  Microsoft  Windows  program 
has  the  industry  agog.  The  stock  has 
become  something  of  a  market  icon 
and  institutional  favorite.  It  should 
stabilize  somewhere  above  68. 

I  would  look  for  significant  up- 
turns in  these  three  specific  stocks. 
I  regard  them  as  important  bell- 
wethers, not  merely  for  the  science 
and  technology  group,  but  also  for 
the  broad  market  and  the  Dow.  ■ 
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Hello,  neighbor. 


We're  all  neighbors  in  the  global  community.  Learning  how  to  fit  into  the  local  fabric  of 
the  community  is  part  of  being  a  good  neighbor 

At  Komatsu,  we  make  construction  and  industrial  machines  such  as  excavators,  robots, 
lasers,  presses:  tools  for  a  better  life.  At  the  same  time,  we  make  it  our  business  to  work  for  the 
good  of  the  community.  We  support  local  partnership  in  business  operations,  joint  ventures, 
trade  exchanges,  service  programs:  cooperation  for  a  better  world,    jtps-^^^^ 

We  don't  know  how  the  world  will  change  in  a  decade,  or 
even  a  year  But  we  believe  that  cooperation  between  neighbors     |^  ^L])[ 

can  add  harmony  to  the  great  pattern  of  life. 

Cooperation  for  a  better  world. 

•H  KOMATSU 

Head  Office  2-3-6  Akasaka,  Minato-ku,  Tokyo  107,  Japan  ' 
Phone.  (03)  5561-261 7  Facsimile,  (03)  505-9662 


Personal  Affairs 


By  EvanMcGlinn 


Edited  by  William  G.  Flanagan 


Want  to  import  a  grand  old  English  man- 
or? Or  have  a  classic  New  England  saltbox 
rebuilt  on  your  property?  The  results  can 
be  stunning.  So  can  the  costs  and  delays. 

Historic  houses 
to  go 


S[\irh.ira  'Nfrvv  ( )rk 


London  warehouse  overflowing  with  parts  of  old  English  homes 
The  building  blocks  for  "new"  historic  homes  in  the  V.S. 


Tl  HIS  FALL  Peter  Seaman,  a  pri- 
vate investor  who  runs  the 
Nantucket  Holding  Co.,  wrill  be- 
gin construction  on  his  dream  house 
on  4  sweeping  acres  in  Greenwich, 
Corm.  When  completed,  by  Christ- 
mas 1991  it  is  hoped,  the  house  will 
turn  heads  even  in  Greenwich,  which 
boasts  some  of  the  fanciest  homes  in 
North  America.  Seaman  will  be  lord 
of  a  Georgian  manor  featuring  facades 
with  decorative  limestone  and  sand- 
stone molding  and  8 -foot  Georgian 
windows.  It  will  have  a  Tudor-styl 
billiard  room  and  a  marble  foyer  with 
ornate  moldings  and  cornices.  Plans 
call  for  a  proper  English  garden,  com- 
plete with  a  reflecting  pool. 

But  what  will  really  attract  atten- 
tion is  that  virtually  every  part  of  th 
18,000-square-foot  house  will  be  15C 
years  old  or  even  older.  It  will  have 
been  imported  from  England — brick 
by  brick,  window  frame  by  window 
frame — and  reassembled  here. 

The  chap  responsible  for  Seaman 
manor  is  Raymond  Durber,  41,  presi 
dent  of  Heritage  Properties,  a  con 
tracting  firm  based  in  Rugby,  En 
gland.  In  the  business  for  20  year^ 
now,  Durber  has  disassembled  and  re{ 
built  some  200  English  houses.  Quips! 
Durber:  "We've  been  building  ovei 
here  for  the  past  five  to  six  hundrec 
years,  so  it's  getting  a  little  crowded.' 


A 


li 
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Durber  is  just  starting  to  disassem 
ble  old  English  homes  and  rebuilc 
them  here  in  the  U.S.  He  is  also  build 
ing  a  development  of  nine.  Regenc> 
and  Georgian  homes  on  476  acres  ai 
Shelbume  Glebe,  25  miles  northwesi 
of  Washington  in  the  Virginia  huni 
country.  He  also  plans  to  reassemble  i 
Tudor  estate  to  serve  as  the  mair 
clubhouse  at  the  Pinehurst  Coimtr) 
Club  in  Pinehurst,  N.C. 

Durber's  structures  are  built  of  bit! 
and  pieces  taken  from  dozens  of  build 
ings  that  have  been  torn  down  ove: 
the  years.  Customers  interested  i 
importing  homes  through  Heritag( 
are  taken  on  tours  through  the  En 
glish  countryside  to  view  existing  Re 
gency,  Georgian,  Jacobean  and  Tudo: 
estates.  After  a  buyer  selects  a  style  h 
likes,  Durber  will  comb  through  hi 
warehouses  and  salvage  yards  an 
gather  up  hundreds  of  doors,  fire 
places,  stone  moldings  and  the  lik^ 
taken  from  similar  houses. 

Seaman  and  his  wife,  Nancy,  fell  i 
love  with  Wyberton  Park,  a  Georgi 
estate  in  Lincolnshire.  They  won't  ge 
the  actual  house.  But  their  finishe 
product  will  be  put  together  like  Lego 
with  period  materials. 

Naturally,  the  homes  Durber  reas 
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sembles  do  incorporate  some  modem 
conveniences — up-to-date  plumbing, 
appliances,  insulation,  air-condition- 
ing and,  of  course,  central  heating. 
After  all,  the  reason  some  of  these 
homes  were  ripped  down  in  the  first 
place  was  that  the  owners  went  broke 
trying  to  heat  them. 

The  interior  will  also  be  somewhat 
altered:  Instead  of  large  staff  quarters 
and  13  bedrooms,  there  will  be  only  6 
bedrooms  and  a  family  room. 

But  the  billiard  room  will  have  200- 
year-old  mahogany  block  flooring  and 
paneling,  and  the  wine  cellar  in  the 
basement  will  have  brick  bins  and 
slate  coolers.  Durber  will  also  land- 
scape around  the  house  so  that  the 
place  "looks  like  it's  been  there  for 
hundreds  of  years." 

Dtirber's  also  bringing  over  his  own 
craftsmen,  who  will  put  the  giant  jig- 
saw puzzle  together  on  the  site.  Heri- 
tage Properties  acts  as  the  architect 
and  general  contractor  and  supplies 
the  pieces. 

The  total  bill?  One  rosy  estimate: 
$1.5  million.  But  you  can  expect  to 
pay  about  twice  that.  Because  Seaman 
happens  to  own  a  real  estate  and 
building  company,  he  hopes  to  cut 
costs  by  about  50% . 

Frank  Van  Riet  is  a  patent  attorney 
for  American  Cyanamid  in  Stamford, 
Conn.  He  and  his  wife,  Joan,  wanted 
to  live  in  a  historic  home  but  couldn't 
find  any  for  sale  where  they  lived. 
After  months  of  searching,  they  found 
a  1670  saltbox  in  Wallingford,  Conn., 
50  miles  away. 

The  house  was  about  to  be  taken 
down  by  Willard  Restorations  of  Old 
Wethersfield,  Conn.;  like  Durber's 
Heritage  Properties,  Willard  buys,  dis- 


Colonial  home,  circa  1 735,  transplanted  to  North  Faston,  Mass. 
Five  years  ago  it  was  barely  more  than  a  woodpile. 


Disassembled  historic  homes  on  Stephen  Mack's  farm  in  Ashaway,  R.I. 
Reaaaemhly  can  be  an  art— and.  an  unpredictable  expense. 


HcHT  MjrHoni-lll 


Wyberton  Park,  a  Georgian  estate  in  Lincolnshire,  England,  to  he  cloned  in  Greenn  tch.  Conn. 
Complete  with  Twidor-style  biiUard  room,  marble  foyer  and  proper  English,  garden. 
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TheUltiim 

It  doesnt  just  save  you  mon^. 


Or  up  to  ^000  cash  back 


Plymouth  Acclaim 

Save $750 


Chr)^leFTmperial 

Save  $1000 


Dodge  Spirit 

Save $750 


Plymouth  Sundance 

Save$750 


Every  incentive  program  saves  you  money.  This 
is  the  one  that  goes  an  important  step  beyond.  It  can 
save  your  life. 

First,  let's  save  you  money.  With  The  Ultimate 
Incentive  you  get  Zero  Percent  Financing  or  a  cash 
saving  of  up  to  $1,000  depending  on  the  car  you 


fc 


choose.*  And  that's  even  before  you've  made  your 
best  deal. 

Now,  saving  your  life.  Every  car  shown  here  co: 
with  a  driver's  air  bag.  On  some  of  the  competitioi  trie 
cars,  an  air  bag  is  an  option  that  could  cost  you  $8  0: 

The  cars  themselves:  They're  from  the  best  of  (ju, 


"On  select,  new  '90  dealer  stock  Short-term  tinanciryj  for  qualified  retail  buyer  through  Chrysler  Credit.  Longer-term  rates  available  Hurry'  Offer  ends  soon   "Based  on  an  independent  preference  test  of  50  peo;rfe  who  would  consider  buying; 


incentive. 


H  can  save  your  life. 


Dodge  Dynasty 

Save  $1000 


N.Y  Fifth  Avenue 
Salon  and  Landau 

SaveMOOO 


Dodge  Shad(  )w 

Save $750 


Chrysler  LeBan)n 
Sedan 

Save $750 


ir.  Including  the  Dodge  Spirit  and  Shadow; 

ith  Acclaim  and  Sundance.  They  beat  the  Honda 
fol  and  Civic  for  overall  superiority.**  There's  also 
j  [Urious  Chrysler  Fifth  Avenue  and  Dodge  Dynasty 
58 ':  Chrysler  Imperial,  which  was  recently  given  the 
gf   quality  rating  of  any  American-built  car.*  *  * 

f90  Early  Buyers'  Study.  Consumer  Attitude  Research  Inc.  Imperial  rated  highest  in  13  of  16  quality  categories. 


Now,  you  can  see  why  this  really  is  The  Ultimate 
Incentive. 

It  doesn't  just  save  you  money.  It  can  save  your  life. 

Advantage:Chrysler.  tv 
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mantles  and  reconstructs  old  homes. 

The  Van  Riets  bought  the  saltbox 
from  Willard,  who  took  the  house 
apart  piece  by  piece  and  hauled  it  to 
the  Van  Riets'  1-acre  site  in  North 
Stamford.  But  it  was  IVi  years  before 
the  Van  R:ets  put  the  finishing 
touches  on  the  house,  much  longer 
than  they  had  bargained  for.  The  Van 
Riets'  final  tally  came  to  about 
$500,000,  including  the  cost  of  land, 
the  bam  and  the  driveway.  That  was 
far  more  than  the  Van  Riets  original- 
ly figured. 

In  the  Northeast,  especially,  there 


are  quite  a  few  historic  homes  that 
have  been  saved  from  the  wrecker's 
ball  but  await  buyers  willing  to  en- 
dure reassembly's  pains  and  expense. 
They  can  be  considerable  (see  box). 

In  some  states,  historical  societies 
publish  newsletters  listing  old  build- 
ings that  are  about  to  be  torn  down  or 
are  already  in  storage.  For  example,  in 
its  bimonthly  newsletter,  Connecticut 
Preservation  News,  the  Connecticut 
Trust  for  Historic  Preservation  has 
listed  a  late- 18th-century  tavern, 
complete  with  the  oak  post-and-beam 
frame,    70%    of    the    original    floor 


boards  and  the  original  staircase.  As! 
ing  price:  $17,500. 

Cheap?  Hold  on:  The  real  expense : 
in  reconstruction,  site  acquisition  an 
preparation,  and  so  on.  Willard  Restc 
rations  figures  that  re-erecting  th 
tavern  would  cost  at  least  $300,00( 
excluding  land  costs. 

Still,  many  people  who  have  gone  t 
the  trouble  to  build  homes  this  wa 
seem  to  be  more  than  satisfied.  "Pec 
pie  come  over  and  think  they  hav 
walked  into  a  museum,"  beams  Fran 
Van  Riet  of  his  1670  saltbox.  "It's  jus 
great." 


Whose  old  house  is  it,  anyway? 


Stephen  P.  Mack,  43,  is  an  architectural  designer  and 
preservationist  who  takes  the  reconstruction  of  his- 
toric homes  very  seriously  indeed.  On  his  50-acre  farm 
in  Ashaway,  R.I.  he  stores  20  disassembled  old 
homes — from  primitive  saltboxes  to  formal  Georgian 
estates.  Cost,  if  you're  interested  in  buying:  $20,000  to 
$125,000. 

Mack's  services  are  not  for  the  faint  of  heart  nor  the 
shallow  of  wallet.  For  Mack  cares  more  about  architec- 
tural authenticity  than  modem  creature  comforts. 

"It's  my  job  to  make  sure  the  client  doesn't  make  a 
mistake,"  says  Mack.  "And  if  you  hire  me  to  recon- 
struct an  18th-century  house  and  you  want  to  turn  it 
into  the  Golden  Arches,  you're  going  to  have  trouble." 

In  1985  Michael  Jaye,  a  45-year-old  manufacturer  of 
women's  apparel,  bought  a  1735  colonial  from  Mack 
and  had  it  erected  on  an  acre  in  North  Easton,  Mass., 
using  a  contractor  not  of  Mack's  choosing.  The  cost  of 
the  post-and-beam  frame,  doors  and  flooring  was 
$66,000.  Jaye  first  estimated  his  total  expenses  would 
be  about  $350,000. 

But  Jaye  wanted  some  modifications  and  additions  to 
the  250-year-old  center-chimney  house.  Hot-water 
heat,  for  example.  Mack  wouldn't  buy  it,  insisting  the 
baseboard  heaters  would  ruin  the  look  of  the  interior. 
Jaye  also  wanted  wider  doors — which  Mack  also  vetoed 
as  historically  incorrect. 

"With  Steve  Mack,  everything  takes  a  backseat  to 
his  zeal  for  authentici- 
ty," says  Jaye. 

Jaye's  headaches 
weren't  confined  to 
style  alone.  Several  fea- 
tures of  the  house  had 
to  be  changed  to  meet 
local  building  codes. 
The  ceiling  of  the  back 
stairway,  for  example, 
had  to  be  raised  and  the 
fireplaces'  oak  lintels 
had  trouble  meeting 
fire  regulations. 

Jaye  was  also  unhap- 
py with  the  oak  and 
pine  floorboards, 

which  first  had  to  be 
dried  out  after  years  of 
storage.      When      the 


Stephen  Mack,  at  home  with  history 
"A  zealfor  authenticity." 


boards  were  fitted  together,  the  result  was  less  than 
marble  smooth — true  to  the  period,  but  not  what  Jaye 
had  in  mind. 

And  even  after  the  house  was  finished,  the  windows 
had  to  be  kept  open  with  sticks,  since  sash  weights 
were  not  used  in  those  days.  "They  were  aesthetically 
pleasing,  but  practically  they  were  a  disaster,"  Jaye 
observes. 

Jaye  says  the  completed  house,  including  landscap- 
ing, substantial  landfilling  and  some  major  additions 
he  wanted,  wound  up  costing  about  $725,000,  over 
twice  his  original  estimate.  But  he  agrees  that  he 
wound  up  with  "one  of  the  most  beautiful  houses  in 
the  area."  Wanting  to  live  in  the  city,  Jaye  sold  it  last 
year  and  moved  to  a  towm  house  on  Boston's  Beacon 
Hill.  The  selling  price  of  the  house:  $675,000.  In  all, 
Jaye  figures  he  lost  $100,000  on  the  project. 

Jaye's  advice  to  others  thinking  of  buying  and  reas- 
sembling an  old  house:  Make  sure  you  check  with 
previous  clients — something  he  says  he  never  bothered 
to  do  with  Mack. 

"Here  I  am,  a  grown  guy  moving  hundreds  of  mil- 
lions of  dollars  over  the  years  and  I  never  asked  the  guy 
for  a  reference,"  says  Jaye.  "I  made  a  classic  mistake." 
He  adds,  "The  guy  has  a  wonderful  eye,  but  it  just  got 
to  the  point  where  he  wasn't  building  my  house,  he 
was  building  his  own  work  of  art." 

Mack  tells  a  different  story,  and  claims  cost  overruns 

PeterMargonell,         ^^J        Qj.Jjgj        problcmS 

were  not  his  doing  but 
resulted  from  Jaye's 
wanting  something 
other  than  a  reassembly 
of  the  original  home — 
including  expanding 
the  structure.  He  says 
Jaye  was  "unsatisfi- 
able"  and  not  typical  of 
his  clients.  "I  want  to 
make  the  homes  liv- 
able," he  adds. 

Moral:  Make  sure 
you  discuss  in  detail 
exactly  what  kind  of 
home  you  want  up 
front,  and  be  prepared 
to  pay  handsomely  for 
later  changes.  — E.M. 
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W/ien  /  uxis  growing  up,  you  rode  a 

lO-speed,  took  long  road  trips, 
and  pedaled  furiously  all  day.  Now, 

it 's  more  relaxed.  The  kids  and  I 
take  it  slow,  poking  around  these  old 

dirt  roads.  It's  real  quiet  and 

the  air  smells  fresh  and  clean.  We've 

even  snuck  up  on  a  deer  now  and 

then.  Plus,  it's  nice  to  get  out  and  do 

something  special  with  my  children. 

Just  the  three  of  us. 


L.  L.  Bean. 

For  the  outdoors  inside  each  of  us. 


$ 


^c:^K&5?t 


For  78  years,  L.  L.  Bean  has  offered  durable,  practical  products  for  men  and  women  who  love  the  outdoors. 

Our  catalog  includes  active  and  casual  apparel,  footwear,  equipment  and  accessories. 

All  fully  guaranteed  and  honestly  priced.  If  you'd  like  a  copy,  please  call  1-800-548-4307  anytime. 


ULJBean' 

FREEFORT,  MAINE 


>  L.  L.  Bean,  1990 


Collectors   "wsm^^- 


Mexican  contemporary  art  has  been 
pulled  along  by  the  great  bull  market  in 
art.  Here's  why  the  professionals  buy  in 
New  York  and  not  south  of  the  border. 


Mexican  art  dance 


By  Christie  Brown 


THE  Mexican  peso  was  falling  rap- 
idly in  1978  when  Nicholas  In- 
gram, a  Los  Angeles  psychotherapist, 
made  his  first  visit  to  Mexico  City.  As 
he  toured  the  sprawling  city's  sights 
and  shops,  he  grew  fascinated  by  the 
art  he  saw.  As  well  as  works  by  Mexi- 
co's great  20th-century  muralists — 


Diego  Rivera,  David  Siqueiros  and 
Jose  Orozco — Ingram  was  drawn  to 
paintings  by  other  contemporary  art- 
ists. Among  these  were  Rivera's  wife, 
Frida  Kahlo  (who  died  in  1954),  Fran- 
cisco Toledo  and  Chavez  Morado 
(both  still  living).  Ingram  saw  that 
canvases  by  all  these  painters  were 
going  for  $3,000  or  less. 
Ingram  sensed  an  opportimity.  He 


bought  a  few  paintings,  went  home, 
took  out  a  loan  for  $50,000  and  dashed 
back  to  buy  30  more. 

Ingram  returned  aimually  and  kept 
collecting.  From  an  investment  point 
of  view,  his  timing  was  superb.  In 
1982  Mexico's  banks  were  national- 
ized, and  the  peso  hit  new  lows.  Pan 
icking,  Mexican  collectors  unloaded 
their  prized  paintings  in  exchange  for 
dollars.  Ingram  kept  buying. 

It  wasn't  long  before  forgers  cot- 
toned on  to  the  game,  too,  and  a  lot  of 
fakes  appeared.  But  Ingram  resisted 
the  temptation  to  buy  from  unusual 
sources  and  stuck  to  reliable  galleries 
and  the  artists  themselves.  "It  was  ^ 
good  opportunity  to  own  museum 
pieces,"  says  Ingram,  "I  thought  it 
was  a  fluke." 

As  a  result  of  his  persistent  buying, 
Ingram  now  owns  one  of  the  largest 
collections  of  contemporary  Mexican 
art  in  American  hands.  It  totals  ovei 
400  paintings  and  drawings  and  in 
eludes  pieces  by  Rivera,  Siqueiros, 
Orozco,  Rafael  Coronel  and  Nahum 
Zenil.  The  collection  fills  his  Los  An- 
geles home  and  his  Mexican  farm 
house,  which  he  bought  last  year  foi 
$20,000,  situated  on  5  acres  one  houi 
east  of  Mexico  City. 

Ingram  has  never  spent  more  thar 
$10,000  for  a  work,  including  a  Rivera 
drawing,  and  today  many  of  his  early 
buys  are  worth  well  over  ten  times 

Scoa  Brlnegar 


Nicholas  Ingram  ivitb  works  by  Orozco  (top  left),  Siqueiros  (left  center)  and  Rivera 
Whm  the  peso  atartedfatting,  Ingram,  atarted  buying. 
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Collectors 
Pay  $30, 


that  amount — in  Mexico, 
but  not  necessarily  in 
New  York.  Here's  why: 

As  the  Mexican  econo- 
my has  stabihzed  in  the 
last  few  years  and  as  the 
bolsa  has  taken  off,  the  lo- 
cal art  market  has  taken 
on  new  luster.  Prices  have 
risen  quickly  as  Mexican 
collectors  are  once  again 
strong  buyers.  (It  probably 
helps  that  during  the  1982 
crisis  Mexicans  of  means 
saw  that  artwork  was,  in- 
deed, readily  salable  for 
strong  currency.) 

Yet  the  prices  of  Mexi- 
can art  being  sold  in  New 
York  have  not  risen  as 
dramatically.  One  reason 
is  the  eagerness  of  many 
Mexican  and  South  Amer- 
ican artists  to  break  into 
the  international  scene. 
"The  artists  agree  to  have 
their  works  here  sold  low- 
er to  attract  an  interna- 
tional client,"  says  Carla 
Stellweg  of  New  York's  Zocalo  Gal- 
lery. Adds  Mary-Anne  Martin,  a  New 
York  art  dealer,  whose  art  gallery 
deals  mainly  in  Mexican  and  South 
American  art:  "In  New  York  the  sup- 
ply of  Mexican  art  is  good  but  demand 
is  low,  whereas  in  Mexico  supply  is 
low  and  demand  is  high." 

As  a  result,  Ingram  and  other  collec- 
tors now  find  some  of  their  best  buys 
in  New  York,  not  south  of  the  border. 

For  example,  in  1986  Ingram 
snagged  "Fata  Morgana,"  by  Mexican 
artist  Roger  von  Guten,  at  Sotheby's 
for  a  mere  $1,300.  What  the  interna- 
tional market  didn't  know,  but  In- 
gram did,  is  that  von  Guten  is  an 
established  star  in  Mexico,  where 
similar  works  by  him  sell  for  as  much 
as  $15,000. 

The  better  buys  to  be  found  in  New 
York  have  also  caught  the  attention  of 
Harvey  and  Elena  Kreuter.  Owners  of 
RK&LH  Fashions  Inc.,  a  sportswear  im- 
porter and  wholesaler,  the  Kreuters 
travel  frequently  to  Zacatecas,  in  cen- 
tral Mexico,  where  they  are  building  a 
manufacturing  plant.  But  they  usual- 
ly only  browse  the  galleries  there. 
Most  of  their  30  pieces  of  Latin  Amer- 
ican (mostly  Mexican)  art,  collected 
since  1978,  have  been  bought  in  New 
York,  mainly  from  the  Zocalo  Gal- 
lery. "A  painting  that  costs  $30,000 
here  costs  $50,000  m  Mexico,"  says 
Harvey  Kreuter. 

Adorning  the  rooms  in  the  Kreu- 
ters' New  York  City  home  are  paint- 
ings by  Alejandro  Colunga  (who  is 
currently  the  darling  of  Mexico  City 
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Hane)'  and Hlerui  Kreuter 

OOO  here  or  $S0,000  in  Mexico. 


galleries),  Adolfo  Patino  and  Jose  Luis 
Cuevas.  Paying  up  to  $20,000  per 
artwork,  the  Kreuters  figure  they 
would  have  paid  50%  to  75%  more  for 
similar  works  in  Mexico.  Although 
the  Kreuters  have  no  mtention  of  sell- 
ing, they  have  no  doubts  where  to  go 
if  they  do — Mexico. 

Ingram  would  too.  The  only  works 
that  he  would  sell  in  New  York  arc 
the  few  artists  who  already  have  inter- 
national market  appeal,  like  Rivera, 
Orozco,  Siqueiros,  Dr.  Atl  and  Kahlo. 
Mexico  now  considers  their  works 
part  of  the  national  patrimony  and 
does  not  allow  them  to  be  exported 


Frida  Kahlo  b}'  Roberto  Montenegro 
Rivera's  loffe,  now  a  ctUtfigure. 


without  a  permit. 

What  do  the  most 
prized  paintings  now 
fetch  here?  Drawings  and 
watercolors  by  Rivera 
commonly  sell  for  less 
than  $50,000,  and  his  ma- 
jor paintings  bring  about 
$500,000.  Yet  the  record 
breakers  for  this  group  are 
works  by  Frida  Kahlo,  Ri- 
vera's third  wife,  who  has 
become  something  of  a 
cult  figure. 

Speared  by  a  metal  bar 
during  a  bus  accident 
when  a  teenager,  she  was 
badly  crippled  for  life.  Her 
marriage  to  Rivera  was 
stormy — they  divorced 
and  remarried,  and  both 
had  numerous  affairs. 
Most  of  Kahlo's  150  or  so 
paintings  depict  some  ex- 
pression of  deep  personal 
torture:  pain,  jealousy, 
loneliness^  and  miscar- 
riage. (The  best  place  to 
see  Kahlo's  paintings  are 
in  the  Frida  Kahlo  Museum,  a  part  of 
Rivera's  rambling  house  and  studio  in 
Coyoacan,  the  Mexico  City  suburb 
where  Rivera's  friend  Leon  Trotsky 
was  assassinated.) 

Lately,  superstar  Madonna  has  be- 
come a  Kahlo  fan.  She  has  bought  two 
paintings  by  Kahlo,  and  has  reported- 
ly commissioned  a  screenplay  about 
Kahlo's  life. 

Prices  for  Kahlo's  works — only 
about  20  arc  in  private  hands  outside 
Mexico — have  jumped  in  multiples 
the  past  year.  New  York  dealer  Martin 
paid  a  record  $506,000  for  a  Kahlo 
painting  last  year  at  Christie's,  three 
times  the  estimated  price,  bidding 
against  a  Mexican  collector.  Just  six 
months  later  at  Sotheby's  Martin  paid 
a  new  record  price  of  $  1 .4  million  for  a 
Kahlo  self-portrait,  bidding  against  a 
European  collector. 

This  fall  New  York  City  will  host 
several  major  exhibits  of  Mexican  art. 
On  Sept.  28  the  National  Academy  of 
Design  will  exhibit  Women  in  Mexi- 
co; on  Oct.  2  the  ibm  Gallery  of  Sci- 
ence &  Art  will  display  Mexican 
Painting  I950-I980;  on  Oct.  10  the 
Metropolitan  Museum  opens  Mexico: 
Splendors  of  Thirty  Centuries. 

Three  Mexican  art  galleries — Ga- 
leria  omr  and  Galeria  de  Arte  Mexi- 
cano,  both  in  Mexico  City,  and  the 
Galeria  Arte  Actual  Mexicano,  in 
Monterrey — are  banding  together  in 
New  York  this  fall.  They  will  show 
artists'  works  at  the  Parallel  Project  in 
Soho  Sept.  26  through  Jan.  20. 
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Careers 


Parents  who  wonder  how  to  encourage 
their  offspring  to  he  creative  and  entrepre- 
neurial will  profit  from  the  story  of  com- 
puter whiz  Oilman  Louie. 

"This  is  the 
time  to  chase 
your  dream" 


By  Graham  Batton 


GiLMAN  Louie's  parents  had  an 
unusual  way  of  encouraging 
him  and  his  two  brothers  to  be 
industrious  and  creative.  The  boys 
were  allowed  no  store-bought  toys, 
just  the  materials  with  which  to  make 
their  own  games.  As  a  youngster 
growing  up  in  San  Francisco,  Louie 
mostly  made  board  games,  out  of 
wood  and  cardboard. 

By  the  time  he  was  a  teenager, 
Louie  had  moved  on  to  making  com- 
puter games.  In  1978  he  went  off  to 
San  Francisco  State  University,  to 
study  business  administration.  But  he 
continued  to  write  the  software  for 
computer  games;  in  his  sophomore 
year  he  decided  to  start  a  company  to 
market  the  games. 

Here  again  Louie's  parents  encour- 
aged his  creativity.  To  back  their 
son's  fledgling  enterprise,  they  took 
out  a  $60,000  second  mortgage  on 
their  home,  which  at  the  time  repre- 
sented almost  their  entire  savings. 
Louie's  mom  recalls  telling  her  son: 
"This  is  the  time  to  chase  your  dream. 
You  might  as  well  go  all  the  way." 

What  began  as  a  company  designing 
software  on  the  Louies'  kitchen  table 
soon  engulfed  practically  the  entire 
house.  In  lieu  of  salary  the  young  vol- 
unteers who  staffed  the  company  got 
30%  of  the  company's  stock. 

Almost  two  years  would  pass  before 
the  company  sold  its  first  product. 
Louie's  brothers,  meanwhile,  worked 
to  help  pay  off  their  parents'  mort- 
gage. Ainong  friends  and  relatives, 
Louie  recalls,  "The  typical  response 
was:  'When  are  you  going  to  stop  play- 
ing these  stupid  games  and  do  some- 
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thing  serious?'  "  But  his  parents  stuck 
by  him. 

By  1986  it  had  become  clear  that 
Louie's  business  was  indeed  serious. 
Having  invented  eight  video  games, 
he  sold  80%  of  his  company  to  Perga- 
mon  Press,  owned  by  Robert  Max- 


cisco  in  a  souped-up  Corvette.  Loui( 
is  also  responsible  for  bringing  Ameri 
cans  Tetris  ($34.95),  the  popular  com 
puter  game  that  was  the  brainchild  o 
Alexey  Pajitnov,  an  applied  mathe 
matics  expert  at  the  Soviet  Academy 
of  Sciences.  Around  70%  of  Sphere'; 
games  are  purchased  not  by  teenager;, 
but  by  people  between  the  ages  of  2.' 
and  45. 

About  three  years  ago,  some  ¥-\t 
pilots  approached  Louie  and  compii  | 
mented  him  on  the  extraordinary  lev  / 
el  of  sophistication  of  his  Falcon  sim  I 
ulation  game.  That  led  to  meeting; 
between  Louie  and  a  one-star  admira 
in  Washington,   D.C.   Now,   teamec 
with  General  Dynamics  and  anothefl 
defense  contractor.  Sphere  is  one  o 
three  finalists  in  bidding  for  a  $3  mil . 
lion  contract  to  build  six  low-cost  F ; 
16  flight  simulators  for  the  Air  Nai' 
tional  Guard. 

If  Sphere  gets  the  deal,  it  could, 
eventually  snare  orders  for  another  50. 
to  150  units  from  the  Air  Force  anq( 
the  Air  National  Guard.  And  that'si 
just  for  F-16  simulators.  Louie  sayjjt 
the  technology  could  be  rolled  ovei'^ 
into  developing  low-cost  trainers  foij 
other  military — and  perhaps  evens 
commercial — aircraft.  \ 
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Gilnian  Louie  with  his  Falcon  computer  game 

Can  he  parlay  computer  games  into  big  government  contracts? 


well,  the  British  billionaire  publisher, 
for  an  estimated  $1  million.  Louie  has 
a  free  rein  to  run  the  company,  Ala- 
meda, Calif  .-based  Sphere,  Inc.,  which 
has  been  profitable  for  the  last  two 
years.  At  the  present  rate,  sales  should 
double  this  year,  to  $12  million. 

Louie's  specialty  is  simulations. 
His  electronic  handiwork  includes 
Falcon  (retail  price,  $59.95,  for  the 
version  that  runs  on  an  ibm  pc),  a 
game  that  simulates — with  intense 
realism — what  it's  like  to  pilot  an  F- 
16  fighter  jet.  Then  there's  Vette! 
($49.95),  the  game  that  lets  players 
tear  through  the  streets  of  San  Fran- 


On  a  parallel  front,  Louie  is  oversee- 
ing development  of  Sphere  of  Influ- 
ence, likely  to  be  released  by  the  end 
of  the  year.  This  is  an  ambitious  game 
in  which  a  player  assumes  the  role  of 
a  world  leader  and  deals  with  a  myriac 
of  variables — from  economics  to  ecol 
ogy.  The  goal  is  to  positively  influ- 
ence the  course  of  civilization  over 
the  next  25  years. 

"We  want  to  give  people  a  real-life 
experience,"  says  Louie  of  his  games. 
But  the  best  experience,  from  an  en 
trepreneurial  point  of  view,  was  the 
real-life  one  created  for  him  by  his 
parents.  ■ 
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Did  you  know  that  28,000 
Vision  subscribers 
own  a  sports  car? 


With  its  200,000  subscribers,  Vision 

is  the  most  powerful  medium  for  communicating 

with  Latin  America's  ehte. 
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You  have  to  have  it. 

Source:  INKA  -  \ision  Readers'  Prolile  December,  1989 
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Faces 

Behind  the  Figures 


Edited  by  Jason  Z>veig 


Caring  for  Kinder-Care 


Mike  Clemmer 


Kinder-Care  boss  J.  Phillip  Samper 
Good-bye,  Kodak.  HeUo,  Icida. 

After  29  years  at  Eastman  Kodak, 
.Vice  Chairman  J.  Phillip  Samper 
walked  out  the  door  earlier  this  year 
when  he  wasn't  picked  to  succeed 
Colby  Chandler,  retiring  chairman 
and  chief  executive.  "I  then  became 
interested  in  pursuing  other  chal- 
lenges," says  Samper. 

He  certainly  found  one.  In  June 
Samper,  56,  became  chief  executive  of 
Montgomery,  Ala. -based  Kinder-Care 
Learning  Centers,  Inc.  With  1989  rev- 
enues of  $344  million — as  compared 
with  Kodak's  $18  billion— Kinder- 
Care  would  not  seem  to  be  much  of  a 
challenge  to  a  tough,  aggressive  mar- 
keting executive  like  Samper.  But 
thanks  to  $389  million  in  debt  and  a 
disastrous  diversification  program  un- 
dertaken by  Kinder-Care's  previous 
management,  the  company  badly 
needs  help. 

Right  now,  Samper  is  completing  a 
program  to  sell  most  of  Kinder-Care's 
1,259  day  care  centers  and  lease  them 
back.  If  successful,  the  program 
should  raise  about  $300  million; 
Samper  plans  to  use  that  to  reduce 
debt,  which  would  fall  to  $89  million, 
or  46%  of  capital. 

To  improve  the  quality  of  child 
care,  Samper  has  cut  back  sharply  on 


the  opening  of  new  centers,  to  40  this 
year,  from  the  historic  rate  of  70  a 
year.  And  to  take  advantage  of  the 
company's  nationwide  reach,  Kinder- 
Care  is  signing  up  corporate  clients 
for  whom  it  will  manage  on-site  cen- 
ters. Kinder-Care  has  already  signed 
up  23  companies,  including  Citicorp 
and  Walt  Disney,  which  have  com- 
mitted so  far  to  a  total  of  28  on-site 
facilities. 

So  far,  so  good.  In  the  first  half  of 
1990  the  company's  revenues  jumped 
17%.  Despite  a  skimpy  profit  of  $1.9 
million  for  the  half,  operating  earn- 
ings before  taxes  and  debt  service 
were  up  13% .  The  son  of  a  Colombian 
father  and  a  mother  who  is  descended 
from  Brigham  Young,  Samper  predicts 
much  bigger  things  to  come.  As  he 
puts  it:  "I  have  the  winds  of  growth  at 
my  back." — Subrata  N.  Chakravarty 


putt's  progress 

Fl  ive  years  ago  Henry  Plitt  was  wor- 
ried that  many  movie  theaters 
would  be  driven  out  of  business  by  the 
home-video  boom.  That's  one  reason 


he  sold  his  600-screen  chain,  then  th( 
nation's  fourth  largest,  to  Cineplej 
Odeon  for  about  $130  million  (includ 
ing  debt).  Now  Plitt,  69,  is  buyinj 
back  150  of  those  screens  from  belea 
guered  Cineplex,  together  with  anoth 
er  50  screens  from  some  smaller  oper 
ators,  for  a  little  over  $40  million.  A 
$200,000  per  screen,  he  is  payinj 
slightly  less  than  the  $217,000  he  re 
ceived  from  Cineplex  in  1985.  Bette 
yet,  movie  ticket  prices  are  rising 
they're  now  $7.50  in  some  cities. 

"I  sold  my  theaters  at  13  times  casl 
flow,"  says  Plitt,  "and  I'm  buyin; 
them  back  at  8  times  cash  flow." 

What  of  the  national  glut  of  screens 
the  total  number  of  which  ha 
climbed  to  more  than  23,000  todayc 
versus  18,000  in  1980?  Plitt  replie 
that  his  new  theaters  are  in  Minneso 
ta,  Washington,  Utah  and  Idaho,  al 
states  where  screen  overbuilding  ha 
not  been  a  problem. 

Plitt 's  own  career  is  the  stuff  o 
cinematic  success  stories.  During  tb 
Second  World  War  he  was  one  of  5' 
men  in  the  Pathfinder  division  thaj 
landed  in  Normandy  the  night  befor 
the  D-Day  invasion.  Wounded  am 
decorated  several  times  during  tb 
war,  he  later  toured  the  U.S.  as  a  wa| 
hero  on  the  Paramount  theater  cir) 
cuit.  That  led  to  a  job  with  Parai 
mount,  where  Plitt  worked  his  waj 
up  the  ranks  before  buying  the  theate 
chain  in  the  1970s. 

Aside  from  price,  there  is  anothe 
reason  Plitt  is  getting  back  into  tb 
aters.  Since  selling  out  to  Cineplex  1: 
1985,  he  has  become  deeply  involve^ 
with  Showscan  Film  Corp.,  an  o-t-i 


1 


Henry  Plitt,  theater  mogul 

Too  many  cinemas?  Not  in  Idaho. 
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traded  company  of  which  he  is  now 

;  chairman.  Showscan  has  a  patented 
process  for  making  very  high  defini- 

:  tion  films  (Forbes,  Sept.  4,  1989].  But 
Showscan  reported  a  loss  of  $2  mil- 
lion last  year  on  sales  of  $23  million. 
The  problem  is  that  producers  won't 

;;  make  films  using  the  technique  until 

;:  theaters  are  equipped  to  show  them, 
and  theater  owners  won't  install  it 

i:  because  there  are  no  movies  to  show. 

:■  Phtt  says  he  intends  to  break  the 
impasse     by     installing     Showscan 

D)  equipment  in  some  of  the  theaters  he 

j;  is  buying.  That  bit  of  vertical  integra- 
tion may  be  the  most  intriguing  as- 

i.  pect  of  Plitt's  reentry  into  the  theater 

K  business. — Eric  Schmuckler 

^^^^^■^^^^^■^^^^■■^^" 
s 

Jj  Junk  lady 

isi  Wust  about  every  junk  bond  dealer 
Won  Wall  Street  knows  the  name 
oE  Elisabeth  Spector  these  days.  Former- 
le  ly  a  director  at  Merrill  Lynch  Capital 
54.  Markets,  Spector,  42,  joined  the  gov- 
icenmient's  Resolution  Trust  Corp.  last 
c  November  as  director  of  finance  and 
Qii  administration. 

he  Right  now  the  toughest  part  of  her 
anjob  is  figuring  out  what  to  do  with  the 
ir-$3.7  billion  (face  value)  of  junk  bonds 
la-the  agency  has  taken  in  from  various 
a;' failed  thrifts. 

ten    Spector  does  not  lack  for  interested 

advisers.  After  all,  the  rtc  could  dole 

lerout  millions  in  advisory  fees.  Smell- 

ne-ing  money,  scores  of  Wall  Street  firms 

:iiiihave  flocked  to  Spector's  Washington 

.eloffice  to  peddle  their  ideas  on  what  to 

;c-do  with  the  bonds.  Salomon  Brothers 

is  said  to  be  particularly  interested  in 

getting  some  rtc  business. 

One  problem:  Resolution  Trust 
Corp.  rules  prohibit  any  advisory  firm 
Tom  trading  junk  bonds  for  its  own 


NoUin  K  liusfmell,  inventor  of  videogames 
"I  am  looking  for  big  successes." 


account.  But  Spector  hopes  to  get 
around  that  by  requiring  any  rtc  ad- 
viser to  create  a  "Chinese  wall"  sepa- 
rating the  trading  part  of  the  firm 
from  the  advisory  group.  In  the  end, 
adopting  such  a  scheme  may  be  the 
only  way  to  harness  the  market 
knowledge  of  a  major  Wall  Street  firm 
to  the  government's  delicate  task  of 
liquidating  its  junk  bond  positions. 

As  for  offloading  the  bonds,  finan- 
ciers have  suggested  combining  the 
rtc's  "good"  junk  in  a  pool  with  its 
"bad"  junk  and  then  issuing  new  se- 
curities that  would  be  collateralized 
by  the  pool.  Another  possibility  is  to 
auction  off  the  bonds  outright,  offer- 
ing the  buyer  90%  nonrecourse  fi- 
nancing from  the  government. 

This  would  mirror  the  way  Cal- 
ifornia's Columbia  Savings  &.  Loan 
Association  agreed  to  sell  its  $5  bil- 
lion (approximate  face  value)  junk 
bond  portfolio  for  $3  billion  to  Cana- 
da's Gordon  hivestment  Corp.  late 
last  month.  But,  Spector  says,  "selling 
with  financing  is  our  last 
resort." — Mary  Beth  Grover 


Bushnell  is  back 

California  entrepreneur  Nolan  K. 
Bushnell  helped  launch  the  com- 
puter-game industry  when  he  founded 
Atari  back  in  1972.  He  sold  Atari  to 
Warner  Communications  in  1976, 
and  it  ran  into   difficulties   several 
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years  later.  Another  Bushnell  startup, 
Pizza  Time  Theatre,  Inc.,  a  chain  of 
pizza/video  parlors,  flopped  in  1984. 
So  did  his  1986  effort  to  move  Hasbro 
toys  into  interactive  videogames. 

But  you  can't  keep  a  good  entrepre- 
neur down.  These  days  Bushnell  is 
moving  into  multimedia  systems, 
which  can  be  attached  to  any  televi- 
sion or  stereo.  Running  a  world  atlas 
program  onr  a  multimedia  system,  for 
example,  would  enable  the  user  not 
just  to  see  a  map  of  the  world  but  to 
call  up  videos  of  selected  cities  or 
listen  to  how  various  street  names  are 
pronounced  in  the  native  language. 

Commodore  International  Ltd.  has 
a  multimedia  machine  due  in  the 
stores  this  fall — at  under  $1,000 
each — and  Bushnell  has  signed  on  to 
help  with  the  launch.  Bushnell's  an- 
gle? He  owns  Vent  Inc.,  a  company 
that  makes  software  programs  for 
Commodore's  new  machine.  Says 
Bushnell,  "If  the  project  is  successful, 
we'll  all  make  out  like  bandits." 

Bushnell,  who  has  founded  some  20 
companies  over  the  years,  makes  no 
apologies  for  his  hit-and-miss  record. 
"I  play  the  game  quite  differently 
from  other  venture  capitalists,"  he 
says,  "in  that  I  am  very,  very  happy  to 
fund  a  company  very  thinly  to  test  it, 
and  if  it  does  not  look  extremely 
promising,  I  am  more  than  happy  to 
let  it  flounder.  I  am  looking  for  big 
successes." — Reed  Abelson 
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FOREIGN  EXCHANGE.  There's  a  world  of  evolving  technology  at  Internatioril 
Paper's  command.  And  we  funnel  it  wherever  it  can  make  for  better  products  for  oir 
customers.  Since  we  acquired  France's  second-largest  paper  company,  Aussedat  Ru, 
we're  sharing  with  them  methods  we've  perfected  for  making  alkaline  papers  tht 
stay  white  for  decades.  And  they're  sharing  non-impact  printing  know-how  with  q. 
Technology  transferred  between  our  Arizona  Chemical  subsidiary  and  its  Swediii 
counterpart  Bergvik  Kemi  is  creating  improved  ingredients  for  products  from  prii- 
ter's  ink  to  chewing  gum.  And  advanced  graphics  techniques  developed  by  ow 
people  in  Korea  add  point-of-purchase  appeal  to  food  packaging  in  California.  Whn 
ideas  fly,  business  takes  off.  INTERN ATIONAL^  PAPER.  Use  our  imaginaticn, 
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By  Eric  S.  Hardy 


Byron  R.  Wien,  the  U.S.  investment 
S  strategist  for  Morgan  Stanley's  equity 
jp  research  department,  says  the  market 

is  tiring.  "At  the  beginning  of  1990,  1 
i  thought  the  Dow  would  reach  the 

3000  level  by  midyear,  then  be  vulner- 
^  able  to  a  correction,"  he  says.  "I  think 


we're  now  in  the  middle  of  that  cor- 
rection." He  points  to  lackluster  trad- 
ing volume  and  disappointing  ad- 
vance/decline ratios  as  signs  of  mar- 
ket weakness.  Although  Wien  doesn't 
expect  stock  prices  to  decline  too  sig- 

.  nificantly,  his  asset  allocation  model 
is  a  fairly  conservative  40%  in  stocks, 
45%  bonds  and  15%  cash.  The  stock 
groups  Wien  likes  the  most  are  tech- 
nology and  banking. 

The  market  continues  to  punish 
companies  for  even  slightly  disap- 
pointing earnings.  Dow  Chemical  is 
one  of  the  most  recent  victims.  And 
during  the  past  two  weeks  Lotus  De- 
velopment lost  more  than  a  third  of 
its  value.  The  decline  in  technology 
issues  helps  explain  why  the  Nasdaq 
composite  index  lost  4.7%.  The  rest 
of  the  market  fared  a  bit  better:  The 
Dow  industrials  fell  1.7%  while  the 
equally  weighted  Wilshire  lost  1.8%. 
The  capitalization-weighted  Wilshire 
decreased  2.8%.  On  a  positive  note, 
the  modest  1.2%  annualized  rate  of 
increase  (preliminary)  in  the  gross  na- 
tional product  for  the  second  quarter 
makes  lower  interest  rates  a  real  pos- 

>^  sibility.  That  should  help  bond  prices 
and,  indirectly,  stock  prices. 


4000 

The  overall  market' 

Performance 

Price 

Total  return 

3000 

Last  4  weeks 
^  Since  12/31/89 
Since  peak  (10/9/89) 
Since  5-year  low  (9/25/85) 

-0.7% 
-0.8 
-3.7 
82.0 

-0.6% 
0.9 
-1.3 
114.2   if/J\j(* 

fV^" 

2000 

The  Wilshire  index  as  of  7/26/90 
-  Market  value:  $3,184.5  billion 
Price/book:  3.2 

P/E;  16.5                 r^^ 
Yield:  3.1%          yr  / 

^ 

1  Wilshire  index 

1  200-day  moving  average 

1000 

1         I     1               1 

1 

1 

1              1             1 

•81            '82            83 

'84 

•85            '86 

'87            '88            '89           '90 

The  Best  Performing  Stocks 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)^ 

Pel  vol^ 

Kansas  Gas  &  Electric 

25'/i 

26% 

16 

2,375 

3.1 

Castle  &  Cooke 

36yj 

20 

22 

4,736 

2.8 

Freeport  McMoRan 

WA 

16 

15 

613 

1.8 

FMC 

37H 

15 

8 

566 

1.1 

American  Barrick  Resources 

21H 

13 

64 

3,848 

1.4 

The  Worst  Performing  Stociis 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)' 

Rel  vol^ 

Lotus  Development 

2P/4 

-34% 

11 

12,414 

2.0 

United  Telecommunications 

26H 

-30 

14 

14,449 

2.1 

US  Shoe 

WA 

-29 

13 

4,954 

2.4     . 

Lowe's  Cos 

36'/s 

-24 

17 

5,770 

2.8 

Raychem 

261/s 

-24 

NM 

2,682 

1.7 

11 


Closeup  on  the  M ariiet 


Index  or  investment 


Price 


2-week  change     Index  or  investment 


Price  or  rate        2-week  change 


Wilshire  index 

6.000  stocks,  caDitalizatlon  weighted 


3,391.85 


Europe,  Australia,  New  Zealand  and  Far  East* 

(EAFE)  a  dollar  denominated  capitalization  weigMed  index 


913.70 


Wilshire  index 

6,000  stocks,  equal  weighted 


21.52 


Institutional' 

Approximately  200  slocks  with  high  institutional  ownership 


112.35 


-5.9 


Dow  Jones  industrials 

30  stocks,  divisor-adiusted  pnce  average 


2,920.79 


-17 


Individual' 

Approximately  200  stocks  with  low  institutional  ownership 


102.44 


-3.5 


S&P500 

Capitalization  weighted  cross  section,  major  stocks 


355.91 


-2.6 


Russell  2000  index 

2000  stocks  with  small  mariiet  values,  capitalization  weighted       164.04 


-3.2 


NYSE 

Capitalization  weighted,  all  listed  common  stocks 


194.55 


-2.4 


Gold    (composite  quote  of  6  maior  dealers) 


$369.20 


30 


Amex 

Capitalization  weighted  total  return:  stocks,  warrants 


Yen^  (per  $U.S.) 


150.45 


2.0 


356.33 


-1.6 


Commodity  index^  (CRB  futures  mdex,  1967=  100) 


234.75 


0.5 


Nasdaq 

Capitalization  weighted,  all  issues  except  warrants 


Oil*  (W  Texas  Intermediate) 


445.43 


-4.1 


$2030 


10.0 


Amex  international  market  index 

Capitalization  weighted,  50  largest  AORs 


T  bills*  (90  days) 


7.56%         -9  basis  points' 


318.77 


-3.5 


Broker  loan  rate* 


9.25% 


unchanged 


Vote:  All  data  for  periods  ending  7/26/90  Wilshire  index  reflects  pnce  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity 
lince  index  was  created.  Stocks  listed  above  have  market  capitalizations  of  $5(X)  million  or  more.  Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
Average  daily  volume  over  a  2-week  period.  ^Average  daily' volume  over  the  last  2  weeks,  divided  by  the  average  daily  volume  over  the  preceding  3  months.  ^Morgan  Stanley 
i:apital  Intemational  Perspective.  ^For  period  ending  7/27/90.  A.  Arbel,  Cornell  University,  using  Ford  Database  from  Ford  Investor  Services  'Knight-Ridder  Financial 
nformation.    A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  NM:  Not  meaningful. 
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Forbes/TUCS  Institutional  Portfolio 


By  Steve  Kichen 


Who  made  the  most  money? 

Investment 

Value  of 

$10,000  invested 

6/30/80' 

Change 

last 
quarter 

Institutional  equity  account^ 

$41,642 

5.2% 

Institutional  balanced  account^ 

38,152 

3.8 

Institutional  fixed  income  account*^ 

28,638 

3.5 

Wilshire  index 

43,677 

5.5 

S&P500 

47,359 

6.3 

Shearson  Lehman  Govt  &  Corp 

30,027 

3.8 

Treasury  index 

23,081 

2.0 

Segment  performance  and  cash  flow                                  1 

Segment 

Most  recent  quarter                 1 

median                            shift  in       1 
total                           institutional    1 
return                            holdings      1 

Equity 

5.9% 

-0.9% 

Fixed  income 

3.5 

-1.7 

Cash  equivalents 

2.1 

-0.4 

Convertibles 

4.2 

6.1 

Other^ 

2.1 

0.0 

Total 

3.4 

-1.1 

If  your  portfolio  is  outperforming  the 
S&.P  500  these  days,  congratulations. 
You  are  beating  most  professional 
money  managers. 

For  the  12  months  ended  in  June, 
the  total  return  (price  change  plus  re- 
invested dividends)  on  the  s&p  500 
was  16.4%,  compared  with  12.4%  for 
the  median  equity  manager.  The  in- 
stitutions didn't  fare  any  better  over 
the  long  term.  A  hypothetical  $10,000 
investment  in  an  institutional  portfo- 
ho  in  June  1980  is  worth  $41,640  now. 
The  s&p  500  grew  to  $47,360. 

What  did  the  pros  do  wrong?  For 
one  thmg,  they  usually  keep  a  per- 
centage of  their  holdings  in  cash,  leav- 
ing them  slightly  behind  a  pure  stock 
index  in  a  bull  market.  In  addition, 
the  money  managers  don't  restrict 
their  portfolios  to  the  500  big  stocks 
tracked  by  Standard  &  Poor's.  During 
the  past  decade  small-company 
stocks  lagged  the  big-company  stocks. 
Even  so,  the  pros  didn't  do  as  well  as 
the  6,000  stocks  in  the  Wilshire  in- 
dex. In  ten  years  a  $10,000  investment 
in  the  Wilshire  grew  to  $43,680. 

Over  the  last  12  months  the  return 
on  stocks  in  the  institutional  portfo- 
lio with  betas  over  1.2  was  14%;  for 
stocks  with  betas  under  0.8,  10%  (for 
more  on  betas,  see  p.  114). 

Blockbuster  Entertainment  contin- 
ues to  show  significant  increases  in 
institutional  holdings,  while  Lyondell 
Petrochemical  is,  once  again,  near  the 
top  of  the  institutional  sell  list.  All 
this  information  comes  to  us  from 
Santa  Monica,  Calif. -based  Wilshire 
Associates,  which  monitors  the  Trust 
Universe  Comparison  Service  cover- 
ing over  $400  billion  in  pension  assets 
in  more  than  4,000  pension  portfolios. 

'Total  return.  ^Includes  cash.  'Real  estate,  foreign  investments,  venture  capital,  guaranteed  income  contracts.  ''Stocks  with  SI  billion  or  more  in  market  capitalization  at  start 
quarter.  ^Stocks  with  market  capitalization  between  $40  milhon  and  $200  million  at  start  of  quarter.      NM:  Not  meaningful. 

Note:  What  the  institutions  bought  and  sold  measures  the  change  in  the  institutional  holdings  as  a  percentage  of  a  stock's  total  capitalization,  net  of  price  changes.  Data  for  quart 
ending  6/30/90.  Prepared  by  the  Trust  Universe  Comparison  Service  (TUCS|,  a  service  of  Wilshire  Associates,  Santa  Monica,  Calif. 


What  the  institutions  bought  and  sold       |j 

IT 

Big  stocks' 

Stock  bought 

Total 
quarter 
return 

P/E 

Stock  sold 

Total 
quarter 
return 

P/E 

Avery  International 

-14.5% 

12 

Chambers  Development 

29.3% 

43 

Beneficial 

7.0 

10 

Coca-Cola  Enterprises 

3.3 

18 

Blockbuster  Entertainment 

40.0 

37 

CoreStates  Financial 

4.1 

8 

Conner  Peripherals 

49.3 

22 

Imcera  Group 

4.9 

18 

Hilton  Hotels 

1.1 

22 

Lyondell  Petrochemical 

17.2 

5 

Loctite 

33.2 

18 

Molex 

9.2 

17 

MacMillan  Bloedel 

-1.1 

8 

Paccar 

-5.8 

6 

Mapco 

17.7 

14 

PolyGram  NV 

2.0 

17 

MBIA 

31.5 

14 

Rorer  Group 

1.3 

32 

Santa  Fe  Energy  Resources 

3.1 

NM 

Society 

3.8 

7 

Stanley  Works 

-3.1 

13 

Union  Texas  Petroleum 

4.8 

16 

Turner  Broadcast  Sys 

14.5 

NM 

Williams  Cos 

-6.0 

28 

1 

Secondary  stocks^                                           1 

stock  bougtit 

Total 
quarter 
return 

P/E 

Stock  sold 

Total 
quarter 
return 

P/E 

Ablomed 

8.5% 

NM 

Michael  Baker 

9.2% 

18 

Amtech 

7.5 

NM 

DeVlieg-Bullard 

-5.3 

13 

Farr 

56.2 

15 

Fulton  Financial 

-10.8 

8 

Heritage  Bankcorp 

14.6 

NM 

Gainsco 

24.6 

10 

Martech  USA 

19.0 

11 

ILC  Technology 

41.1 

NM 

Mid  Am 

-10.5 

10 

Kent  Electronics 

43.9 

15 

Moscom 

44.6 

20 

Larizza  Industries 

-9.5 

NM 

Mycogen 

30.4 

NM 

Maine  Public  Svcs 

6.9 

8 

Preferred  Health  Care 

27.9 

26 

RLI 

36.1 

8 

Repligen 

21.7 

NM 

HH  Robertson 

-11.1 

NM 

Seitel 

8.5 

15 

Tandon 

100.0 

15 

York  Research 

23.7 

.  22 

Thermo  Cardiosystems 

32.1 

NM 
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MY  FAVORITE  MAGAZINE  TALKS  ABOUT  TDUCHOOWNS. 

•  ...THE  KIND  THAT  HAPPEN  ON  OTHER  PLANETS."  ^L^-- 


?v^-^  X- 


"That's  because  my  favorite  magazine  is  OMNI.  Oh,  sure  I  read 
other  magazines,  but  I  spend  a  lot  more  time  reading  OMNI.  OMNI 
tells  me  all  about  the  latest  trends  in  technology,  current  health  and 
science  issues,  and  all  sorts  of  fascinating  subjects  that  can  affect  the 
future.  To  me,  OMNI  is  more  than  just  a  well-written  magazine,  it's  actu- 
ally a  tool  for  the  days  ahead.  So,  if  you  really  want  my  attention,  maybe 
it's  time  you  stopped  playing  games  and  simply  talked  to  me  as  one  intelli- 
gent human  being  to  another" 


MAGAZINE 


A  TOOL  FOR  THE  21^'  CENTURY. 


Statistical  Spotlight 


Worried  about  the  direction  of  the  market? 
There  are  ways  to  lighten  up  without 
switching  out  of  stocks. 

Calm  stocks  for 
a  nervous  market 


By  Erie  S.  Hanljr 


IF  90-POiNT  SWINGS  in  the  Dow 
make  you  nervous — or  if  you  just 
think  that  the  post- 1987  rally  is  a 
little  tired — you  should  reduce  the 
risk  in  your  investment  portfolio. 
There  is  more  than  one  way  to  do 
that.  One  is  to  sell  stocks.  Another  is 
to  shift  into  stocks  with  lower  levels 
of  market  risk — low-beta  stocks,  in 
the  jargon  of  modem  portfolio  theory. 
MPT,  a  big  fad  in  academia  during 
the  1970s,  was  no  doubt  oversold  dur- 
ing its  early  days:  It  was  not  the  magic 
market-beating  formula  that  some 
people  thought  it  was.  Nonetheless,  it 
does  provide  useful  insights  about 
how  best  to  diversify  a  portfolio,  and 
some  money  managers  have  used  it  to 


help  screen  for  stocks. 

What  exactly  is  a  beta?  First,  what 
it  is  not.  Beta  is  not  exactly  a  mea- 
surement of  volatility.  Rather,  beta 
measures  the  average  response  of  a 
stock  to  a  market  move.  If,  when  the 
market  moves  up  (or  down)  10%,  a 
stock  tends  to  go  in  the  same  direc- 
tion but  only  5%,  it  has  a  beta  of  0.5. 
A  stock  like  that  is  often  low  in  vola- 
tility, but  it  doesn't  have  to  be.  Gold 
stocks  have  low  betas  not  because 
they  aren't  volatile  but  because  they 
scarcely  respond  to  market  moves  at 
all.  They  march  to  their  own  beat. 

How  can  you  get  betas  for  stocks 
you  presently  own  or  are  considering 
owning?  Value  Line  and  Standard  &. 
Poor's  publish  betas  on  numerous 
companies.  You  can  calculate  your 


own    betas    by    collecting    monthl 
price  data  and  running  it  through 
worksheet  that  does  regressions. 

If  you  are  worried  about  the  mar[ 
ket's  direction  but  don't  want  to  bi 
out  of  it,  buy  low-beta  stocks.  The; 
will  reduce  the  tendency  of  the  portfo 
lio  to  fall  as  fast  as  the  market  durinj 
a  decline.  If  you  are,  as  well,  astute  a 
finding  low-beta  stocks  with  gooi 
growth  prospects,  you  may  also  d( 
well  if  the  bull  market  continues.  Tb 
stocks  in  the  table  all  have  positiv 
five-year  earnings  growth  and  price, 
earnings  ratios  below  19. 

While  the  beta  concept  is  now  wel) 
established  on  Wall  Street,  the  exacf 
details  of  how  to  calculate  it  va 
from  analyst  to  analyst.  Most  peop 
study    the    relationship    between 
stock's  moves  and  the  market's  ov 
at  least  three  years,  and  the  table  use^ 
a  five-year  time  frame.  But  one  veri 
successful  portfolio  manager  calcu! 
lates  his  betas  with  a  one-year  pric[ 
history:    Louis   Navellier,    a   monell 
man  in  Incline  Village,  Nev.  and  puM 
Usher  ol  mpt Reinew,  a  monthly  stock! 
tip  newsletter.   Navellier's  one-yea  J 
betas  are  low  or  even  negative  fc 
stocks     that    have    been    climbin 
steadily  to  new  highs,  ignoring  th 
market's  ups  and  downs.  These  ar 
the  stocks  that  have  the  best  chanc 
of  landing  on  the  newsletter's  recon 
mended  list.  Only  two  of  the  stock 
with  low  five-year  betas  in  our  tabl 
also  show  up  in  mpt  Review:  Chiquit 
Brands  and  Universal  Foods. 

The  best  beta  to  use?  If  you  expect 
choppy  market  with  sm4ll  corre( 
tions,  the  Navellier  approach  shoul 
work  well.  In  a  prolonged  bear  ma 
ket,  you'd  be  better  off  with  stocl^li 
having  low  five-year  betas.  ■ 


Stocks  to  help  you  sleep  at  mgoX 


a 


The  relatively  low  betas  on  these  stocks  mean  that 
they  are  likely  to  be  underperformeis  in  a  roaring  bull 


market.  On  the  other  hand,  these  issues  would  proba- 
bly fall  less  than  the  averages  in  a  bear  market. 


Company /business 


Recent 
price 


high 


-52  week- 


low 


Beta' 


Earnings  per  share 

Latest 

fiscal              1990 

12-month 

1989               est 

P/E 

Yield 


5-year 

EPS 

growth 


Chiquita  Brands  Intl/food  proc 


26% 


29% 


141/8 


0.31 


$1.79 


$2.18 


10.6 


1.5% 


32% 


iel 


Freeport  McMoRan/minerals,  energy      34% 


35  V2 


29 


0.67 


1.75 


1.78 


6.8 


4.3 


27 


Kimberly-Clark/paper 


78% 


831/4 


611/2 


0.79 


5.26 


5.50 


14.4 


3.4 


16 


Luby's  Cafeterias/restaurants 


301/2 


31^ 


231/8 


0.67 


1.62 


1.77 


18.0 


2.1 


11 


Mapco/energy 


451/4 


461/4 


32% 


0.77 


3.03 


3.82 


14.0 


2.2 


lioj 

to 


Myers  Inds/vehicle  maintenance 


20 


20^/8 


141/8 


0.73 


1.45 


1.67 


13.2 


1.0 


26 


National  Presto  Inds/appliances 


43% 


441/2 


35 


0.60 


3.89 


3.78 


11.2 


3.4 


11 


IfS, 

spec 


Progressive/insurance 


491/4 


491/4 


29% 


0.66 


2.82 


3.76 


15.5 


0.9 


31 


LS  Starrett/precision  instruments 


23% 


253/8 


201/8 


0.64 


2.36 


2.50 


9.2 


2.8 


11 


Universal  Foods/food  proc 


31% 


33% 


21% 


0.77 


1.59 


1.90 


18.1 


2.1 


23 


S&P  500 


357.09 


368.95 


322.98 


1.00 


24.33 


26.71 


16.5 


3.4 


13 


•Slope  of  regression  line  of  monthly  excess  reairns  on  stocks,  July  1985-June  1990,  against  S&P  500  returns.  Excess  return  is  total  return  less  return  of 
riskless  T  bills.    Sources:  Wilshire  Associates:  Media  General  and  Institutional  Brokets  EstirruUe  System  (a  service  of  Lynch,  Jones  &  Ryan),  lia  Lotus  One 


Source. 
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nnouncing 


RBES'  Best  Selling  Issue 

^he  FORBES  400  -  the  most  sought 
ter  and  exciting  issue  of  the  year. 

ick  'Tio  are  the  richest  people  in 

''''  merica?  Everyone  wants  to  know, 
hat's  why  the  FORBES  400  re- 

ct^ves  widespread  media  attention 
id  overwhelming  public  re^x)nse. 
I  this  special  issue,  FORBES  re- 
orts  on  the  nation's  richest  citi- 
ns  and  families  -  an  inside  look 
their  careers,  successes  and 

_  estyles.  With  all  the  interest  this 
)ue  generates,  it's  no  wonder  that 
e  single  copy  sales  more  than 
)uble  the  magazine's  average. 


le  FORBES  400- 
National  Media  Event 

le  FORBES  400  is  featured  on 
itionwide  television,  network 
^dio  and  in  national,  regional  and 
etropolitan  new^apers  and  mag- 
ines.  It  receives  such  attention 
cause  it's  the  most  authentic  and 
spected  source  of  information 


•0 


1» 


The 
FORBES 

400 

on  the  wealthiest  Americans  and  is 
quoted  from  throughout  the  year. 

FORBES'  Affluent 
Subscriber  Market 

FORBES'  735,000  affluent  subscrib- 
ers are  interested  in  the  richest 
people  in  America  because  they're 
wealthy  themselves.  In  this  spe- 
cial issue,  your  ad  will  be  exposed 
to  an  elite  subscriber  audience 
who  spends  money  because  they 
have  extraordinary  discretionary 
incomes.  Consider  the  following: 
D  Average  personal  income: 

$139,400 
D  Average  household  income: 

S  162,000 
D  Average  net  worth:  $1,374,000 
D  One  third  are  millionaires. 

Sources:  Don  Bowdren  Associates,  1987 


32  Million  Watch 

Special  Issues  On  Cable  TV 

"Special  Editions,"  produced  by 
Financial  News  Network  (FNN), 
is  a  full  half  hour  segment  devoted 
entirely  to  FORBES  special  issues 
including  The  FORBES  400. 

ViewcTs  really  get  the  scoop  on 
the  400  richest  Americans  because 
they  hear  it  straight  from  inter- 
views with  FORBES  editors. 

This  nationwide  cable  coverage 
not  only  benefits  FORBES  -  it's 
added-value  for  advertisers  as  well. 

Take  advantage  of  the  extraor- 
dinary media  coverage  of  FORBES 
best  selling  issue.  Reserve  space 
in  the  FORBES  400  today 


Issue  date.       October  22,  1990 
Closing  dates:  September  10, 1990 
(partial  pages) 
September  17, 1990 
(fuU  pages) 
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A  SPECIAL  FORBES  ADVERTISING  SERVICE  FOR   INVESTORS  AND  THE  FINANCIAL  COMMUN 


N  New  York  Stock  Exchange         A  American  Stock  Exchange         O  Over-the-Counter         P  Pacific  Stock  Exchange 


ARCHER  DANIELS  MIDLAND  COMPANY  N 

Reports  Preliminary  Unaudited  Earnings  of  $1.71  a  Sliare 

For  Fiscal  1990 

DECATUR.IL,  July  16-Archer  Daniels  Midland  Company 
reported  preliminary  unaudited  earnings  of  $483,522,000  or 
$1.71  per  share,  for  the  fiscal  year  ended  June  30,  1990 
based  on  282,743,000  average  shares  outstanding.  This 
compares  with  earnings  of  $424,673,000  or  $1.52  per  share 
for  the  previous  year  based  on  280,107,000  average  shares. 

Provision  for  income  taxes  were  $269,639,000  in  1990 
compared  with  $243,061,00  for  the  previous  year. 

(Contact:  R.  E.  Burket,  Vice  President,  Archer  Daniels 
Midland  Company,  P.O.  Box  1470,  Decatur,  IL  62525 
Phone  (217)  424-5413.) 


AMETEK,  INC.  N 

AMETEK  COMPLETES  PURCHASE  OF  ELECTRIC  MOTOR 
MANUFACTURER,  REPORTS  SECOND  QUARTER  EARNINGS 

Paoli,  PA  (JULY  23,  1990)  AMETEK,  Inc.  (nyse-AME) 
announced  today  that  it  had  completed  its  purchase  of  a 
major  European  electric  motor  manufacturer  and  also  re- 
potted that  its  earning  of  24  cents  per  share  in  three 
months  ended  June  30  equalled  last  year's  second  quarter 
earnings. 

AMETEK  said  that  it  had  purchased  the  Ciaramella-OEP 
Group,  a  leading  producer  of  appliance  and  vacuum  motors 
located  near  Milan,  Italy  under  terms  of  an  agreement 
announced  July  9.  Supplying  mainly  European  customers, 
the  thirty-year-old  business  will  sell  nearly  $70  million 
worth  of  motors  this  year,  according  to  AMETEK'S  president 
and  chief  executive  officer  Walter  E.  Blankley.  "This  new 
business,  together  with  AMETEK'S  established  electric  motor 
businesses,  gives  us  a  strong  position  in  the  growing  world 
market  for  these  motors,"  Blankley  said. 

AMETEK  reported  that  second  quarter  sales  this  "ear 
increased  about  nine  percent  to  $157.6  million  and  pro- 
duced net  income  of  $10.5  million  or  24  cents  per  share, 
compared  to  last  year's  second  quarter  net  income  of  $10.9 
million,  also  equal  to  24  cents  per  share. 

First  half  sales  this  year  showed  a  strong  increase  while 
earnings  for  the  six  months  ended  June  30  were  $20.2 
million  or  46  cents  per  share,  compared  to  the  $22.2  million 
or  50  cents  per  share  earned  in  the  first  half  of  1989  which 
included  a  record  first  quarter.  Sales  in  the  current  period, 
including  additional  volume  from  aircraft  instrument  busi- 
nesses acquired  in  the  third  quarter  of  last  year,  totaled 
$326.5  million  versus  $289.2  million  shipped  in  the  same 
period  of  1989. 

AMETEK'S  president  indicated  that  reduced  profit  mar- 
gins in  the  second  quarter  and  year-to-date  were  primarily 
due  to  costs  of  moving  and  integrating  an  aircraft  instru- 
ments business  purchased  last  year,  higher  cost  in  plastics 
packaging  business  resulting  from  a  recently  imposed  tax 
on  the  use  of  certain  materials,  and  the  downturn  in  the 
automotive  market.  "We  benefited  from  a  strong  recovery  of 
profitability  in  the  Electro-mechanical  group,  although  vol- 
ume dropped  slightly  following  the  sale  in  May  of  one 
division  from  that  group — Houston  Instrument — to  a  com- 
puter graphics  equipment  manufacturer,"  according  to 
Blankley.  While  operating  income  was  higher  in  the  quarter 


and  first  half  of  1990  last  year's  net  income  for  these 
periods  included  a  nonoperating  net  gam  from  the  disposi- 
tion of  two  product  lines. 

"New  order  rates  in  aircraft  instruments  and  Electro- 
mechanical products  have  continued  strong  during  this  six 
month  period."  Blankley  noted,  "and  AMETEK's  backlog  of 
orders,  now  in  excess  of  $270  million,  has  increased  more 
than  nine  percent  from  year-end  " 
Late  in  the  second  quarter  AMETEK  completed  the  purchase, 
from  the  Du  Pont  Company,  of  two  instrument  businesses 
which  had  sales  last  year  of  about  $20  million. 

Three  months  ended  June  30 

1990  1989 

$157,591,000  $145,158,000 

10.467.000  10,898.000 

.24  .24 

.16  15 

44,284.062  44,223.871 

Six  months  ended  June  30 

1990  1989 

Net  sales                              (326,506.000  $289,216,000 

Net  income                                  20.225.000  22.202,000 

Net  income  per  share                                .46  50 

Dividends  pei  share                                  .32  .30 

Average  shares  outstanding           44,276.117  44,149,843 

(Contact;  Darrah  Ribble,  AMETEK,  INC.  Station  Square 
Two,  Paoh,  PA.  19301.  Phone  (215)  647-2121.) 


Net  sales 

Net  income 

Net  income  per  share 

Dividends  per  share 

Average  shares  outstanding 


ASHLAND  OIL,  INC  N 

ASHLAND  HAS  RECORD  QUARTER; 

Ashland,  Ky.  July  23,  1990  Ashland  Oil,  Inc.  (NYSE:ASH) 
said  today  it  had  all-time  record  net  income  of  $100  million, 
or  $1.79  a  share,  for  the  quarter  ended  June  3(i,  1990.  This 
was  more  than  double  the  $44  million,  or  78  cents  a  share, 
earned  in  the  quarter  last  year.  Operating  income  for  the 
quarter  just  ended  was  a  record  $188  million,  compared  to 
$102  million  in  the  quarter  a  year  ago.  Sales  and  operating 
revenues  were  $2.2  billion  in  both  quarters. 

For  the  nine  months  ended  June  30,  1990,  Ashland  had 
net  income  of  $123  million,  or  $2.21  a  share,  compared  to 
$126  million,  or  $2.26  a  share,  last  year.  Sales  and 
operating  revenues  were  $6.5  billion  for  the  1990  period  and 
$6.2  billion  in  1989. 

"We're  very  pleased  with  our  results  for  the  quarter," 
said  Ashland  Chairman  and  Chief  Executive  Officer  John  R. 
Hall.  "Net  income,  earnings  per  share  and  operating  income 
all  reached  record-high  levels. 

"These  results  were  led  by  an  outstanding  performance 
from  Ashland  Petroleum  Company  and  bolstered  by  a  strong 
third  quarter  from  SuperAmerica,  substantial  improvement 
from  Ashland's  construction  and  exploration  operations,  and 
higher  equity  income  from  our  coal  investments,"  he  added. 

Ashland  Petroleum's  $127  million  in  operating  income 
represented  the  best  quarter  in  petroleum  company  history. 
Hall  attributed  the  results  to  very  favorable  refinery  margins 
and  excellent  refinery  operations. 

SuperAmericas's  continuing  expansion  program  resulted 
in  higher  volumes  for  the  retail  gasoline  marketing  chain. 
This  factor  and  good  margins  for  both  gasoline  and  mer- 
chandise resulted  in  operating  income  of  $10'  million  for 
SuperAmerica,  a  13  percent  increase  from  the  quarter  last 
year. 


« 
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Operating  income  of  $16  million  from  APAC  conft 
operations  was  substantially  higher,  due  to  more  M 
weather  conditions  in  the  latter  part  of  the  quartei 

Ashland  Exploration's  operating  income  of  $8  mill 
more  than  double  the  level  of  the  1989  quartefl 
income  of  $14  million  from  coal  investments,  inclui 
Mineral  Corporation  and  Ashland  Coal,  Inc.,  also 
doubled. 

Operating  income  from  Ashland  Chemical  and 
declined,  reflecting  soft  demand  in  some  chemical 
as  well  as  the  U.S.  automotive  oil  market. 

"In  summary,  we  were  delighted  with  our  resul 
quarter,"  Hall  said.  "Although  refinery  margins 
dined  from  their  mid-June  peak,  they  remain  at 
levels.  With  continued  strength  in  refinery  margii] 
positive  outlook  for  the  majority  of  our  non-refin 
nesses,  we  are  optimistic  that  Ashland  can  have 
fourth  quarter  and  a  good  year." 

(Contact;  W.P.  HartI,  Director-Financial  Commu 
Ashland  Oil,  Inc,  535  Madison  Ave,  New  York,  N. 
(212)421-1250.) 


TELEFLEX  INCORPORATED 

TELEFLEX  REPORTS  SECOND  QUARTER  EARNI 

Limerick,  PA,  July  19,  1990  Teleflex  Incorpora 
TFX)  today  reported  that  revenues  for  the  secon 
ended  July  1,  1990  increased  by  28%  to  $11( 
compared  to  $90,606,000  for  the  same  three  mo 
year.  Net  income  increased  6%  to  $7,632,000  or 
share  for  the  quarter  versus  $7,220,'000  or  $.66 
for  the  same  period  in  1989. 

Revenues  for  the  first  six  months  of  the  1990 
24%  to  $225,254,000  compared  to  $180,974,000 
Net  income  increased  6%  to  $14,905,000  or  $1.36 
compared  to  $14,043,000  or  $1,29  per  share  for 
period  in  1989. 

In  commenting  on  the  Company's  second  quart 
Lenox  K,  Black,  Chairman,  said,  "While  some  of  oi 
have  been  affected  by  the  soft  economy,  revenue; 
non-cyclical  businesses  were  unusually  robust.  I 
ond  half,  we  anticipate  weakness  in  the  autom 
marine  markets  to  be  mote  than  offset  by  strenj 
medical  and  industrial  groups." 

COMPARATIVE  SUMMARY  OF  REVENUES  AND  Ei 
(Unaudited) 

Three  Months  Ended  Six  Months 

luly  1,1990      June  25.  1989      July  t.  1990 
{116,061.000         {90,606,000  $225,254,000 


Revenues 
Income  betore 

taxes  $11,563,000 

l«el  income  $7,632,000 

Earnings  per  share  $.70 

Share  outstanding 


110,775.000     $22,583,000 

(7,220.000     $14,905,000 

$66  $1.36 

10.886,000 


Teleflex  Incorporated  is  a  company  which  sol 
neering  problems  by  the  development  and  appi 
new  specialized  tectinologies. 

(Contact;  John  F.  Schoenfelder,  Vice  President 
&  Treasurer.  Teleflex  Incorporated,  155  South  Lime 
Limerick,PA.  19468.  Phone  (215)  948-5100.) 


For  Advertising  information  please  call  Sarah  Madison  (505)  275-1282  or  Virginia  Carroll  (212)  620-2339. 
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Capital  Markets 


MONEY  &  INVESTMENTS 


Many  munis  that  came  to  market  a  de- 
cade ago  with  high  coupons  will  soon  be 
redeemed.  Here's  how  to  profit. 

MONEY  MARKET 
ALTERNATIVES 


By  Ben  Wdiennan 


Some  good  opportunities  are  open- 
ing up  in  the  bond  market  if  you 
want  tax-free  income  over  the  short 
term.  Just  ask  your  broker  to  find 
you  a  long-term  municipal  bond 
callable  in  the  next  few  years.  In 
most  cases  the  yield  will  be  nearly 
two  percentage  points  above  the 
5.29%  currently  being  paid  on  tax- 
free  money  market  fimds.  This 
without  the  usual  risk  of  holding 
long-term  bonds. 

It'd  be  a  good  move  to  make  right 
now,  since  billions  of  dollars  of 
high-grade,  high-yield  municipals 
issued  just  under  ten  years  ago  will 
soon  be  paid  off  in  advance  of  matu- 
rity. The  reason:  Most  long-term 
borrowers  have  the  right  to  call 
their  bonds  starting  ten  years  after 
the  initial  offering. 

With  interest  rates  considerably 
lower  than  a  decade  ago,  borrowers 
will  undoubtedly  exercise  their  call 
rights  to  refinance  at  the  lower 
rates.  Those  call  dates  are  coming 
up,  creating  a  buying  window  for 
the  investor,  who  can  earn  the  high- 
er yields  up  until  the  bonds  are 
called. 

Approximately  $5.5  billion  of 
high-grade  municipals  are  still  out- 
standing from  the  1981-84  period, 

.  Ben  Weberman  is  a  contributing  editor  of 
Forbes  magazine. 


when  long-term  issues  carried  an 
average  11%  to  12%  coupon,  free  of 
federal  income  taxes.  Rates  then  fell 
like  a  rock  at  the  end  of  1985  and 
have  stayed  in  the  7%  to  8%  range 
ever  since. 

At  least  $2  billion  of  these  issues 
will  definitely  be  called  before  their 
final  maturity,  since  the  issuers 
have  already  taken  steps  to  guaran- 
tee a  refinancing  at  the  first  avail- 
able opportunity. 

This  process  is  called  advance  re- 
funding, and  it  works  like  this:  Al- 
though the  outstanding  securities 
can't  be  paid  off  because  the  first 
call  date  is  still  ahead,  the  borrower 
sells  a  new  issue  at  the  prevailing 
lower  interest  cost.  He  then  buys 
U.S.  Treasury  issues  carrying  the 
same  yield,  and  pledges  these  with  a 
trustee  as  collateral  to  be  used  for 
paying  off  the  older,  outstanding 
bonds  at  their  first  call  date. 

Investors  holding  the  10%,  11% 
or  higher-coupon  municipals  that 
have  already  been  refunded  in  this 
way  will  naturally  have  to  give  up 
their  fat  yields  on  the  tenth  anniver- 
sary date  or  whenever  the  first  call 
date  is.  For  the  investor  who  wants 
to  get  into  this  game,  the  trick  will 
be  to  find  the  callable  issues,  since 
holders  who  bought  the  double-dig- 
it bonds  a  decade  ago  aren't  going  to 
be  eager  to  sell  into  the  secondary 
market. 

But  with  persistence — and  pa- 
tience— you  can  get  them.  Firms 
such  as  Merrill  Lynch  and  Shearson 
Lehman  Button  that  have  high-cou- 
pon specialists  at  their  municipal 
desks  will  be  most  likely  to  help 
you  find  them. 

The  yield  you'll  get  will  be  set 
largely  by  two  factors:  the  high  an- 
'nual  coupon  rate  on  the  bond  and 


the  certainty  that  the  issues  will  be 
called  because  of  advance  refund- 
ing. Prevailing  interest  rates  will 
also  have  an  influence,  although  the 
call  price — usually  par  or  slightly 
above — acts  as  a  ceiling,  regardless 
of  market  yields. 

Here's  how  it  works  out:  A  high- 
quality,  A-rated,  noncallable  20- 
year  tax-exempt  obligation  might 
trade  at  a  price  to  yield  7.15%  to 
maturity.  But  the  same  issue,  com- 
ing due  in,  say,  3  years,  would  carry 
a  yield  of  only  6.35%.  The  lower 
yield  reflects  the  shorter  maturity 
date  and  hence  the  lowered  market 
risk.  What  about  the  bonds  about  to 
be  called?  The  yield  on  a  20-year 
bond  that  has  been  outstanding 
since  1983  and  will  be  callable  in  3 
years  would  have  a  market  yield 
somewhere  between  the  two,  proba- 
bly around  6.8%. 

Keep  in  mind  that  issues  avail- 
able in  the  municipal  bond  market 
on  one  day  may  be  out  of  stock  the 
next.  Here  arc  two  issues  that  have 
been  available  recently: 

One  is  a  refunded  issue,  Washing- 
ton Public  Power  Supply  System's 
14V4%s  with  an  original  maturity  in 
2018  at  $100.  The  AAA-rated  issue 
currently  sells  for  $117.50  and 
yields  6.50%  to  its  refund  date  in 
1992,  when  it  will  be  called  at  $103. 
That's  about  25  basis  points  more 
than  other  high-coupon  issues  ma- 
turing in  1992,  or  about  40  basis 
points  more  than  new  lower-cou- 
pon issues  with  the  same  maturity. 

In  anoth;:;r  case,  Clark  County 
Airport,  Nev.  10%  A-rated  revenue 
bonds  due  201 1  are  callable  in  1993 
at  $103.  The  issue  is  trading  at 
$1 10.36  to  yield  7%  to  first  call.  The 
yield  to  maturity  if  the  bonds  were 
noncallable  would  be  well  over 
7.5%.  On  the  other  hand,  a  newly 
issued  three-year  bond  of  similar 
quality  would  come  to  market  to- 
day to  yield  6.6%.  Thus,  an  investor 
paying  the  premium  price  would  get 
40  basis  points  of  additional  yield. 

Suppose  interest  rates  spiked  up 
and  the  issue  weren't  called  in 
1993?  No  big  problem.  The  investor 
would  get  a  fat  return  to  maturity. 
The  yield  to  final  2011  maturity  at 
the  purchase  price  of  $1 10.36  would 
be  a  generous  8.9%.  That's  because 
the  trading  price  is  held  below  its 
normal  level  by  the  early  redemp- 
tion option.  A  noncallable  bond  of 
the  same  quality  due  in  2011  would 
be  tagged  with  a  price  of  $128  to 
yield  7.35%  to  maturity  in  today's 
market.  ■ 
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MONEY  &  INVESTMENTS 


Though  the  market  is  at  an  alltime  high, 
most  stocks  have  missed  the  boat.  But 
there's  another  boat  coming — soon. 

SHIFTING 
LEADERSHIP 


By  David  Drenum 


Does  your  portfolio  feel  tired,  list- 
less, left  out  of  the  action,  as  the 
Dow  vacillates  around  3000?  If  it 
does,  you  are  far  from  alone.  The 
great  majority  of  stocks  have  not 
participated  in  the  rally.  Although 
the  Dow  Jones  industrial  average 
and  the  s&p  500  have  moved  onto 
new  high  ground,  other  broadly 
based  indexes — Value  Line,  the 
Russell  2000  and  Nasdaq  (o-t-c) — 
are  well  below  their  1987  highs. 
Only  29%  of  the  12,000  publicly 
traded  companies  have  bettered 
their  1987  peaks. 

Even  within  the  s&.p  500  itself 
there  are  substantial  disparities. 
The  index,  which  represents  over 
70%  of  the  value  of  all  stocks  listed 
on  the  New  York  Stock  Exchange, 
was  up  30.5%  last  year.  Yet  only  50 
stocks  accounted  for  two-thirds  of 
the  return,  averaging  a  gain  of  about 
50%  each.  The  other  450  stocks, 
representing  two-thirds  of  the  s&p's 
value,  were  up  about  20% .  The  Val- 
ue Line  index,  which  weights  equal- 
ly 1,700  of  the  largest  companies 
traded  in  the  country,  was  up  only 
14.4%,  while  the  Nasdaq  index  was 
up    21%    and    the    Russell    2000, 


Daind  Dreman  is  managing  director  of 
Drerrmn  Value  Management,  LP.,  Invest- 
ment Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


16.3%.  The  majority  of  stocks  con- 
tinued to  underperform  the  big  av- 
erages during  the  first  half  of  1990. 

Does  this  enormous  concentra- 
tion in  a  small  number  of  stocks 
sound  warning  bells  that  a  bear  mar- 
ket is  imminent?  Some  people 
would  answer  yes,  but  I  don't  think 
so.  Price/earnings  ratios  are  reason- 
able; underlying  fundamentals  of 
most  stocks  are  good,  and  interest 
rates  and  inflation  have  been  held  in 
check  so  far. 

What  we  have  been  witnessing 
since  the  beginning  of  1989  is  some 
aberrant  market  behavior  brought 
on  by  fears  that  a  recession  is  clos- 
ing in  (an  event,  incidentally,  that 
has  been  predicted  by  many  experts 
every  year  since  1983).  Last  year, 
however,  this  fear  obsessed  the  mar- 
ketplace, resulting  in  investors' 
placing  enormous  emphasis  on  re- 
cession-resistant stocks — compa- 
nies whose  earnings  they  believed 
will  rise  or  at  least  remain  stable 
when  the  downturn  hits.  Thus  "safe 
stocks,"  such  as  foods,  beverages, 
pharmaceuticals  and  consumer 
products  companies,  climbed 
steadily,  driving  their  p/es  sharply 
higher.  Even  the  regional  Bells, 
whose  earnings  were  down  6%,  saw 
their  average  price  shoot  up  55%. 

But  woe  to  any  company  not  con- 
sidered recession-proof,  regardless 
of  how  solid  the  value.  Such  stocks 
sharply  underperformed  the  s&p 
and  the  Dow,  while  some  indus- 
tries, such  as  autos,  computers  and 
other  technological  sectors,  actual- 
ly declined,  in  spite  of  the  sharp  rise 
in  the  s&p.  Thus,  while  Coca-Cola 
was  up  76%  and  Pacific  Telesis 
69%,  IBM  and  Ford  dropped  19% 
and  8%,  respectively. 

However,  in  recent  months  atti- 


tudes began  to  change.  Increasingly, 
investor  interest  fanned  out  to  com- 
panies representing  good  value, 
while  stocks  considered  "recession- 
proof"  that  had  disappointing  earn- 
ings have  been  bombed.  Computer 
and  other  technology  groups,  for  ex- 
ample (recommended  in  my  Jan.  8 
column)  are  among  the  market  lead- 
ers this  year,  with  Compaq  and  ibm 
up  60%  and  25%,  respectively. 

In  this  environment,  the  concen- 
tration into  recession-resistant 
stocks  should  continue  to  decline  as 
investors'  attention  focuses  more 
and  more  on  the  many  bargains 
passed  up  as  the  major  averages 
made  their  lonely  climb. 

Here  are  a  number  of  unloved 
stocks  that  I  would  look  at  today: 

Cincinnati  Financial  (86)  is  a 
small,  well-managed  property  and 
casualty  company  whose  earnings 
have  grown  at  a  27%  rate  over  the 
past  five  years  and  are  likely  to  be 
up  more  than  15%  again  in  1990. 
The  stock  trades  at  a  p/e  of  12  and 
yields  2.8%. 

Club  Med  (24)  is  a  major  resort 
operator  on  this  continent  as  well  as 
in  Asia  and  Europe.  Earnings  have 
been  moving  up  strongly  in  the  past 
few  years  and  should  be  up  15%  in 
1990.  The  stock  trades  at  12  times 
1990's  earnings,  yielding  1.3%. 

Ford  Motor  (42)  is  a  good  example 
of  a  stock  that  has  missed  the  post- 
crash  bull  market.  The  market  has 
ignored  the  company's  significantly 
improved  competitive  position  near 
the  bottom  of  the  current  auto  cycle 
relative  to  the  last  one.  Ford  should 
earn  $5.75  a  share  this  year,  versus 
being  $2.85  in  the  red  back  in  1980. 
The  stock  yields  7.2%  and  trades  at 
a  p/e  of  9. 

Nestles  adr  (31),  a  Swiss-based 
company,  is  the  world's  largest 
packaged  food  producer.  Earnings 
growth  is  beginning  to  accelerate, 
with  income  likely  to  be  up  12%  to 
15%  this  year  and  continuing  to 
grow  at  a  good  rate  thereafter.  The 
stock  trades  at  a  p/e  of  12  times 
1990's  earnings  and  yields  0.2%. 

Scott  Paper  (50)  is  one  of  the 
world's  largest  producers  of  con- 
sumer paper  products.  Earnings 
have  been  impacted  by  the  heavy 
costs  of  starting  up  six  new  paper 
machines — five  of  which  are 
abroad,  where  demand  is  growing 
at  a  faster  clip  than  at  home.  Per- 
share  income  should  increase  at  a 
15% -plus  rate  once  the  startup  cy- 
cle is  completed.  The  stock  trades  at 
a  p/e  of  10  and  yields  1.6%.  ■ 
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MONEY  &  INVESTMENTS 


By  Ann  C.  Brown 
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The  rocky  stock  market  of  July  doesn't 
presage  a  crash.  It  looks,  instead,  as  if  it 
is  settling  into  a  narrow  trading  range. 

UNSTEADY  AS 
SHE  SLOWS 


cut  or  two  in  the  prime  rate  before 
the  elections  if  the  demand  for 
loans  stays  sluggish  and  banks  find 
themselves  in  improved  financial 
condition.  The  need  for  30-year 
money  to  help  finance  the  continu- 
ing budget  deficit,  the  off-budget 
deficit  (a.k.a.  rtc)  and  the  rebuild- 
ing of  the  Eastern  European,  Rus- 
sian and  LDC  economies  should 
guarantee  that  long  rates  remain 
relatively  high  for  the  foreseeable 
future.  All  this  should  result  in  a 
return  to  the  normal  yield  curve — 
and  make  money  market  funds  and 
other  cash  equivalents  somev^^hat 
less  attractive. 

As  investors  seek  higher  returns 
for  their  cash,  the  stock  market 
could  be  a  beneficiary.  This  is  one 
reason  that — in  spite  of  the  fright- 
ening gyrations  of  late  July — I  do 
not  expect  a  crash  in  equity  prices 
similar  to  October  1987.  Another 
factor  mitigating  against  a  capital 
"P"  plummet  is  that  there  already 
have  been  many  sharp  individual 
stock  price  corrections.  And  many 
stocks  are  currently  selling  closer  to 
their  52-v\^eek  low^s  than  their  highs. 
And  too  much  new  money  to  be  idle 
too  long  has  recently  been  poured 
into  equity  mutual  funds  by  a  per- 
formance-hungry public. 

I  do  look  for  increased  issue-by- 
issue  volatility  over  the  next  several 
months,  even  though  I  expect  the 
market  in  general  to  trade  in  a  rela- 
tively narrow  range  of  2750-3050  on 
the  Dji.  The  number  of  mergers  and 
acquisitions  could  pick  up  as  for- 
eign investors  use  their  increasingly 
strong  currencies  to  buy  U.S.  com- 
panies. Also,  those  U.S.  companies 
whose  stocks  are  trading  at  way 
above  their  average  price/earnings 
ratios  could  swap  their  richly  multi- 


With  the  market  hitting  severe  air 
pockets  in  the  area  of  Dow  3000, 
there  is  lots  of  talk  about  a  recession 
ahead.  Will  there  be  one?  It's  going 
to  be  a  squeaker,  but  I  don't  think 
there  will  be  a  textbook  recession. 
The  Fed's  surprising  mid-July  deci- 
sion to  resume  easing  short-term 
rates,  even  though  inflation  was 
considerably  higher  than  its  target, 
probably  saved  the  day. 

There  have  been — and  will  con- 
tinue to  be — rolling  readjustments 
and  selected  sector  setbacks.  With 
the  bulk  of  second-quarter  earnings 
now  in,  roughly  10%  are  better 
than  expected,  15%  worse  and 
75%  fair-to-muddling.  But,  overall, 
it  looks  as  if  enough  businesses 
will  be  doing  enough  business  to 
keep  the  next  several  quarterly 
GNP  growth  figures  in  the  black. 
Unemployment  is  bound  to  rise, 
but  probably  not  to  uncomfortably 
high  levels,  thanks  to  a  demo- 
graphically  related  decline  in  the 
number  of  new  entrants  to  the 
work  force  and  an  increasingly  ser- 
vice-oriented society. 

I  expect  short-term  interest  rates 
to  fall  further  over  the  balance  of 
the  summer.  There  could  even  be  a 


Ann  C.  Brown  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  consulting 
firm  of  A.C.  Brown  &  Associates. 


pled  stocks  for  shares  of  companies 
that  are  long  on  value  but  low  in 
price/earnings  ratios. 

I  continue  to  think  most  of  the 
corporate  growth  in  the  1990s  will 
be  by  megamerger.  By  the  end  of  the 
decade  there  should  be  more  and 
more  "supercompanies"  and  fewer 
and  fewer  merely  large  or  medium- 
size  businesses.  The  widening  of 
the  world  market  for  goods  and  ser- 
vices will  necessitate  the  econo- 
mies of  scale.  The  trend  toward  a 
reduction  in  tariffs,  quotas,  subsi- 
dies and  other  mandated  trade  re- 
straints will  help  spur  multination- 
al corporate  development. 

Not  only  will  externals  encourage 
the  formation  of  giant  corporations, 
the  financial  market  internals  will 
continue  to  favor  hugely  capitalized 
companies.  Big  pools  of  money  need 
big  places  to  go,  as  indicated  by  the 
relative  performance  of  stocks  on  the 
Amex  and  the  over-the-counter  ver- 
sus the  New  York  Stock  Exchange  in 
recent  months.  These  days  I  find 
myself  increasingly  interested  in 
stocks  that  I  think  may  be  on  some 
corporate  shopping  lists  as  well  as 
having  considerable  appeal  based  on 
their  own  fundamentals. 

Pun  &  lirachitreet  (46)  is  a  company 
with  a  niche  business,  no  debt,  a 
strong  cash  flow,  minimal  insider 
ownership  and  troubled  earnings  of 
a  nonrecurring  nature,  onb  stock 
has  sold  as  high  as  71  per  share 
and  could  be  back  to  around  60 
once  the  dust  settles  from  its  law- 
suit losses. , 

Diehold/nc  (44),  like  Dun  &.  Brad- 
street,  is  also  a  niche  business  (auto- 
matic teller  machines,  safes, 
vaults),  has  a  good  cash  flow  and 
modest  insider  ownership,  dbd  is 
almost  debt-free  and  has  promising 
prospects  for  its  products  overseas. 
The  company's  earnings  have  been 
on  a  five-year  plateau  but  heavy  in- 
coming ATM  orders  suggest  a  stock 
price  recovery  to  the  low  50s  over 
the  next  12  months. 

Lotus  Dei'elopment  (23)  dropped 
25%  in  two  days  after  reporting  a 
second-quarter  increase  in  earnings 
per  share  of  over  100%.  Analysts 
were  disappointed  that  sales  rcfee 
only  32%,  and  voiced  concern  that 
LOTS  might  be  too  late  with  its 
spreadsheet  for  Microsoft's  popular 
Windows  3.0  software.  I  think  Lo- 
tus Development  will  continue  to 
show  annual  eamings-per-share 
growth  of  20%  to  30%  or  more  and 
that  at  10  times  1990  estimated 
earnings  the  stock  is  a  buy.  ■ 
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Wall  Street  Irregular 


MONEY  &  INVESTMENTS 


By  Hark  Hulbert 


Is  the  investment  adviser  who  beat  the 
market  in  the  past  guaranteed  to  beat 
it  again?  No,  but  he  is  still  a  good  bet. 

STICK  WITH 
WINNERS 


of  the  losers  has  continued  to  exist. 

One  reason  some  observers  fail  to 
detect  this  relationship  between 
past  and  future  performance:  It  de- 
pends crucially  on  how  the  past  is 
defined.  Focus  on  the  short-term 
and  the  relationship  disappears  alto- 
gether. My  data  show  that  one 
month's  worst  performer  is  just  as 
likely  to  do  well  the  next  month  as 
the  first  month's  best  performer. 
Even  quarterly  or  yearly  perfor- 
mance doesn't  appear  to  be  correlat- 
ed with  the  next  quarter's  or  year's 
performance.  (Keep  this  in  mind 
next  time  you  receive  advertising 
that  attempts  to  capitalize  on  a 
short-term  high  ranking  in  the  Hul- 
bert Financial  Digest;  just  toss  it  in 
the  wastebasket.) 

But  a  positive  correlation  be- 
tween past  and  future  does  materi- 
alize when  we  expand  our  focus  to 
cover  a  longer  period  of  time.  It 
becomes  especially  pronounced 
when  performance  is  judged  over 
five  years.  The  8  newsletters  that 
beat  the  s&p  500's  total  return  dur- 
ing the  first  half  of  the  last  decade 
on  average  made  twice  as  much 
during  the  second  half  as  the  13 
that  were  the  first  period's  losers 
(73%  versus  30%). 

The  skeptics'  likely  response? 
The  decade's  first-half  winners 
must  have  beaten  the  losers  by  in- 
curring greater  risks.  (Random 
walkers  always  believe  that  the 
only  way  to  make  more  money  is  to 
undertake  more  risk.)  But  their  ob- 
jection has  no  validity  in  this  case: 
The  decade's  first-half  winners  beat 
the  losers  over  the  last  five  years 
with  only  three-fourths  the  risk. 

The  most  outstanding  example  of 
this  relationship  between  past  and 
future  is  the  Zweig  Forecast,  edited 


Is  superior  past  performance  by  a 
fund  or  an  investment  adviser  any 
assurance  of  future  superior  perfor- 
mance? Has  the  holder  of  yester- 
day's hot  hand  got  a  good  chance  of 
holding  hot  hands  in  the  future?  My 
just-completed  survey  of  invest- 
ment newsletter  performance  as 
monitored  over  the  last  ten  years  by 
the  Hulbert  Financial  Digest  suggests 
that  the  answer  is  yes. 

This  finding  flies  in  the  face  of  the 
argument  that  performance  is  ran- 
dom, from  which  it  follows  that  it 
makes  no  more  sense  to  invest  with 
winners  than  losers — since  each  ad- 
viser has  an  equal  chance  of  doing 
well  in  the  future.  It  also  throws 
cold  water  on  the  idea  that  perfor- 
mance regresses  to  the  mean,  from 
which  it  follows  that  it  makes  sense 
actually  to  seek  out  the  losers — 
since  they  are  more  likely  than  the 
winners  to  do  well  in  the  future. 

My  data  provide  a  strong  statisti- 
cal basis  for  believing  that  going 
A^ith  the  winners  makes  good  in- 
vestment sense.  While  not  all  long- 
term  winners  have  continued  to 
beat  the  market,  the  spread  between 
their  average  performance  and  that 

Mark  Hulbert  is  editor  of  the  Alexandria, 
Va. -based  Hulbert  Financial  Digest.  His 
newest  book  is  The  Hulbert  Guide  to  Finan- 
cial Newsletters  (Probt4S  PiMishing). 


by  Martin  Zweig.  This  newsletter 
ranked  in  fifth  place  among  all 
those  that  I  followed  for  perfor- 
mance over  the  first  five  years  of  the 
decade,  and  was  one  of  eight  that 
beat  the  s&.p  500's  total  return.  Did 
it  continue  that  leadership  in  the 
decade's  second  half?  It  sure  did. 
Zweig  Forecast  ranks  in  sixth  place 
for  performance  over  the  last  five 
years,  again  ahead  of  the  market. 
Zweig  is  in  first  place  for  perfor- 
mance over  the  entire  decade. 

Obviously,  not  every  newsletter 
that  did  as  well  as  Zweig's  during 
the  first  half  of  the  decade  did  as 
well  during  the  second.  Skeptics  no 
doubt  will  make  much  of  the  fact 
that  the  newsletter  that  was  on  top 
for  performance  over  the  first  five 
years  of  the  past  decade  [The  Prudent 
Speculator,  edited  by  Al  Frank) 
gained  just  20.6%  over  the  second 
five  years.  But  despite  such  individ- 
ual examples  of  inconsistent  perfor- 
mance, the  important  point  is  that 
the  wiimers  on  average  did  much 
better  than  the  losers. 

Cases  such  as  Al  Frank's  are  use- 
ful, however,  because  they  do  illus- 
trate that  there  are  no  guarantees  in 
this  business.  This  is  also  illustrat- 
ed by  the  fact  that  those  who  beat 
the  market  over  the  first  half  of  the 
decade  lagged  behind  the  market  in 
the  second  half  (the  S&.P  500  gained 
121.6%  on  a  total  return  basis  over 
the  last  five  years  in  contrast  with 
their  average  gain  of  72.6% ).  In  oth- 
er words,  for  even  the  best  of  advis- 
ers, the  market  as  a  whole  remains  a 
stiff  competitor. 

Which  newsletters  are  likely  to 
perform  the  best  over  the  next  five 
years?  A  total  of  six  among  those 
that  I  monitor  have  beaten  the  mar- 
ket over  the  past  five  years:  In  addi- 
tion to  Zweig's,  these  newsletters 
are  mpt  Review  (edited  by  Louis  Na- 
vellier);  otc  Insight  (James  Collins); 
California  Technology  Stock  Letter 
(Michael  Murphy  and  Lisa  Mor- 
gan thaler);  Mutual  Fund  Strategist 
(Charles  Hooper)  and  Princeton  Port- 
folios (edited  by  Michael  Gianturco). 

If  past  patterns  persist  into  the 
future,  these  six  newsletters  on  av- 
erage will  do  much  better  over  the 
next  five  years  than  the  average 
of  all  the  other  newsletters  that 
haven't  beaten  the  market  over  this 
period.  This  doesn't  mean  that  by 
following  them  you  will  automati- 
cally beat  the  market.  It  does  mean 
that  you  will  probably  do  better 
sticking  with  those  with  the  best 
past  records.  ■ 
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RASPUTIN'S  DAUGHTER 
JOINED  THE  CIRCUS. 


John  D.  Rockefeller's  daughter 
believed  she  was  the  reincarna- 
tion of  King  Tut's  bride. 

Marlon  Brando's  son  put  out 
the  fire  in  Michael  Jackson's  hair. 


A!  Capone's  son  quit  his  job  as 
a  used  car  salesman  when  his 
boss  wanted  him  to  turn  back 
the  odometers. 

Benjamin  Franklin's  son  was 
arrested  as  a  British  spy. 

Mozart's  son  used  Salieri 
as  a  job  reference. 


Available  now  at  your 
local  bookstore  . . .  $18.95 
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In  writing  this  surprising  and  enter- 
taining new  book,  bestselling 
author  Malcolm  Forbes  looked 
beyond  the  surface  fame  into  the 
private  lives  of  some  of  the  world's 
most  celebrated  rulers,  tycoons, 
stars,  artists,  and  criminals  —and 
their  not-so-famous  progeny. 


WHAT  HAPPENED  TO  THEIR  KIDS? 
unearths  a  richly  varied  collection 
of  human  stories,  by  turns 
amusing,  alarming,  illuminating, 
and  sometimes  deeply  moving. 


SIMON  AND 
SCHUSTER 


Forbes  Photo  Harry  Benson   Jacket  design  <  1990  by  Lawrence  Ratzktn    Jacket  photos  ol  Churchill,  Emstem,  Napoleon,  and  Barnum  by  Cutvet  Pictt ires/Peter  Lev/Research 


FORBES  MARKET/ 


CORPORATE  ITEMS 


FRANCHISES 


EDUCATIONAL  SERVICE; 


Save 

50% 


FREE  CERTIFICATES! 

AWARD  PLAQUES  WHOLESALE 

Perfect  award  to  show  appreciation  and 
recognition  for  donors,  employees, 
salesmen,  members  and  at  meetings, 
conventions. 

SEND  FOR  FREE  COLOR 
BROCHURE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  NCJMBER  205-349-3765 
Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 
Tuscakx)s<5,  Aidbama  .15403 


BUSINESS  OPPORTUNITIES 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shell  Corporations. 

TXiiKkirr     Call/Write  for  FREE  KIT: 
{'k'^'lJrv  P.O.  Box  484-FB 

\     7  Wilmington.  DE  19899 

i-^    ^''''  800-321-CORP- 302-652-6532 


REPOSSESSED  VA  &  HUD  HOMES 

available  Itom  govemmenl  Irom  $1  wilhoul  ctedil 
check  You  repair  Also  drug  seizures  and  lax 
delinquent  foreclosures  CALL  (805)  682-7555 
EXT  H  1030  lor  repo  list  your  area 


SEIZED  CARS — Porsche  Ferrari  Vette 
elc  Trucks  boats.  4-wheelers,  TVs,  stereos 
furniture  by  Drug  EntorcemenI  Agency.  FBI  IRS 
Unbelievable  bargains  on  late  models  Available 
your  area  now  Call  (805)  682-7555  EXT  C-1031 


Opi  I    YnilR  Brokers/Owners-list 


in  Japanese  MLS- 


DDADCDTV  'VPe  service  Reach 
rnUrCni  I    lOOOsotBrokers/ln- 

miapau  vestors/Corporations 
ilMrnll  in  Japan  Free  trans- 
lation/typesetting Also  display  ads,  brokerage/ 
agency  services,  consulting,  marketing,  trade- 
shows  NO  COMMISSION, 

Hon  ec  Bunker  1-800USA-2111 


HOSTAGE! 

ARE  YOU  BEING  HELD  HOSTAGE  BY 
RUSH  HOUR  TRAFFIC  BOREDGI^'' 
NO  FREEDOM'  CAN  YOU  VISUALIZE 
YOURSELF  EARNING  MORE  MONEY 
THAN  YOU  CAN  SPEND,  MORE  TIME. 
FREEDOM  AND  NO  BOSS'  DO 
YOU  HAVE  WHAT  IT  TAKES'  CALL 
(714)648-2255.  24  Mr  Recorded  Message 


S    OVER  ONE  BILLION    $ 

WORTH  OF  BUSINESSES.  FARMS  &  RANCHES 
FOR  SALE  BY  OWNERS 

MANY  OFFERING  OWNER  FINANCING' 
To  List  or  Buy  Call  Toll  Free  1  800  999-SALE 
,r,^     NO  BROKERAGE  FEES 


GREAT  WESTERN 
BUSINESS  SERVICES.  INC 


BUSINESS  SERVICES 


to   ^^o 


The  easiest  way 

PLACE  YOUR  ADS 

in  any  maior  newspaper  trade 

publication  or  magazine 
CALL  1-800-522-4-ADS 

(1-800-522-4237) 

CLASSIFIED 
AD  BUREAU 

24t>ourl»«   212  764  2934 

We  accept  CTI  IS   — " 
cut  out  and  retain  for  future  use 


tJniMSUJJEL 

PROFESSIONAL  TELEUARKETINC  SERVICES 


We  know  the  secret  to  your  success! 

Protessional  cosi  effective  telemarketing  lor 
screened  prospects  direct  sales  or  surveys 
Call  or  write  today  for  a  free  brochure! 


2320N   WOODLAWN  AVE  METAIRIE  LA  70001 
1-(S00)-2S6-24IS  ■   FAX:  l-(504)-8S7-939B 


BUILD 
YOUR 
BUSINESS 


Increase  sales  with  expertly 
prepared  brochures,  ads. 
catalogs,  mailings,  logos, 
etc.  Word-Wise  Adveilising, 
founded  1973.  offers  a  com- 
plete creative  and  marketing 
service  for  the  small 
and  mid-size  busi- 
ness:(212|247-OI24. 


CAUGHT! 

Employee  theft,  drug  use  with 

concealed  video 

by  Sperry-Vision  Corp 

Call  for  FREE  VHS  tape 

and  Information. 
Mr.  Kelly  1-800-ROBBERY 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren  212-620-2440 


Franchise 

yourbusinessi 

For  th«  expart  tialp  you  naad  to 
bacoma  ■  trancliisor,  call 
tha  Iranchlaa  apaclallata. 

rrancofp* 

N«w  York         Chicago       Los  Angeles 

(212|»32MOO      t70a)4ai   29O0        (213)M8-OeOO 

1.800-877-1103 


BUSINESS  SERVICES 


PAY  NO  STATE  INCOME  TAX 
PAY  NO  STATE  INHERITANCE  TAX 

Have  a  Nevada  Residency  Address  for  only 

$35  per  year  Mail  forwarded  to  anywhere 

in  ttie  world'  DO  IT  NOW      Resident  Agent 

available  for  new  Nevada  corporations 

CommServ 

PO  Box  2259,  Ivflinden,  NY  89423 

(No  Charge  1-800-755-4033) 

(Reg.  Bus.  1-702-782-2014) 

(Fax  only  1-702-782-4033) 


It  keeps 

more  than 

memories 

alive, 


COLLEGE  DEGREI 

BACHELORS  •  MASTERS  ■  DOCTOR/^ 

ForWwii  Ilk  and « 
Eipercna  No  CU 
AnciKbna  Rcquutd  | 
Call  (213)  471-1 
Outsid*  CalH 
1  •  800-423-32< 
or  send  detailed  resu 
tor  Free  Evaluatior. 
PaciHc  Western  University  LJ 

7  WalerlronI  PI    SOO  AU  Moana  RM  .  OepI  I8S  ll 
Honolulu.  HI  96813 


FREE  COLLEGE  TA 


•  EXTERNAL  DEGREES 

Bij5'n»»5  4  Public  AOminisif«tion      < 

Cf'fn.nai  Justice  Mgl    Th»olO<)y,  L>*/ 
Financial  aid  avaiiribi* 

TOLL  FREE  24  hr*.  (800)  759-00 

LA  SALLE  UNIVERSITY 

Maniiojitle   LA  704/0  4000 


RIIJ.Y  APPRO\TD  ITNIVF.RSr 
DF.GRF.E.S!  Ftonomital  home  Mi. 
for  li.nhclor's,  Ma.ster'.s,  V\\V>  ,  t 
approved  by  California  .Stale  D( 
of  Ftlueation  I're.stisiou.s  faculty 
loiin.sels  for  independent  .study 
life  e.\(X'rienie  credil.s  (SOOO 
enrolled  student.s,  -^OO  faculty). 
Free  Information  -  Richard 
Crews,  MI)  (Harvard),  Pre.sidcn 
Columbia  Pacific  University.  I)e| 
3niS.  141T  Third  St.,  .San  Rafael 
CA  9*'J()1.  Toll  free:  (800)  227- 
0119;  CA  (800)  552-5522;  or 
(415)459-1650 


THE  AMERICAN  HEART 

ASSOCIATION 
MEMORIAL  PROCRAM . 


itai 
» 

I  American  Heart  Associatior 

hi 

This  space  provided  as  a  public  sei 
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FAST  FACTS  ABOUT 
FORBES  SUBSCRffiERS: 

*Total  management:  74.7% 

*Total  paid  circulation:  735,000 

*Average  household  income:  $162,000 

'Average  value  of  investment  portfolio:  $899 

*Average  time  spent  reading  Forbes: 

2  hrs.  5  mins. 
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FORBES  MARKET/ 


INVESTMENT  AUTOMOBILES 


WINE  CELLARS 


YOU  CAN'T  DRIVE  STOCKS 
)  BONDS  AROUND  THE  BLOCK 


at  you  can  drive  a  Classic,  Luxury  or  Exotic  car.  AND  YOU  COULD  MAKE  FAR 
24  RE  MONEY  OFF  OF  ONE.  If  you  had  purchased  certain  automobiles  worth  $  100,000 
ar  985  shown  in  the  duPont  Registry,  today  the  cars  could  be  worth  in  excess  of 
^1  0,000.  AND  YOU  WOULD  HAVE  HAD  A  LOT  OF  FUN  DRIVING  THEM.  Look  into 
i  "x  thousands  of  automobiles  offered  for  investment  in  4-color  photograpfis,  with  fac- 
^  details.  Subscribe  to  the  world's  marketplace  of  fine  cars. ..the  duPont  Registry. 

ning  but  the  pictures  and  facts  to  invest  on.  $39.95  buys  a  year's  subscription  (12 

thly  issues).  PO.  Box  25237,  Tampa,  FL  33633-0243. 


CaU  1-800-233-1731 


WiNECELLARS-  USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars  Your  Con 


Visa/MC/AmEx/Discmer 


296  Bottle  Credenza 

Ret:  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models 

Not  Handnimie 

40  BotHe  Class  Door 
60  Bottle  Glass  Door 


$  599 
749 


499 
659 


lurVault  holds  about  8  Purs  $3495 


$  1895 


Custom  Cellars  &  Racking  Systems  -  Call  For  Ca&log 

134  W  131ST  St.  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


AUTOMOBILES 


FINANCIAL  SERVICES 


REAL  ESTATE 


EXECUTIVE  GIFTS 


ROLLS-ROYCE  & 
BENTLEY 


CTORY  AUTHORIZED  DEALER 

;s  you  to  call  lor  Pricing  &  Inventory 
lability  Nationwide  Delivery 
nged  High  Line  Trades  Accepted 
e  Hungry  -Give  us  a  call 
e  Gritfey,  STEVEN  IMPORTS 
68»«8S0 


MERCHANDISE 


rOP  SWEAT 
i3R  6  WEEKS 

itment  with  elec- 
lic  DRIONIC^ 
ps  the  heavy 
sater     dry     tor 

iveek  periods, 
jsands  prescrib- 
by  doctors.  Try 
nic  for  unequal- 
i.weat  control  as 
bribed  in  seven 
'ileal  textbooks. 
]  i  $125.  each  pair 
city  underarms, 
Js  or  feet).  CA 
+     674%.    45 

MONEY  BACK        .,^os~-eoc„ 
— fRANTEE. 

4ERAL  MEDICAL  CO.  Mpl.  FOB- 34 
Armacost  Ave  .  Los  Angeles.  CA  90025 
Ofdefi  -  MC/Visa  -  800  HEAL  OOC 


Wl 


i.-ff 


JELLANEOUS  FOR  SALE 


ESTMENT  GEMSTONES! 
iRANTEED  LIQUIDITY!!! 

I  &  sell  Diamonds  and  all  Precious 
■  Mies.  Free  wholesale  catalog  since 
.Olj^lember  Jevvelers  Board  of  Trade  & 
er  of  Commerce 
HOUSE  OF  ONYX 
One  Main  Street 
Greenville,  Kentucky  42345 
,OLL  FREE  l-800-626-«352 


MARTIN  ZWEIG 


BIG-NAME  STOCKS 
10  UNLOAD  NOW: 

My  new  Performance  j 

Ratings  of  all  NYSE 

stocks  show  200  ex 

tremely  vulnerable 

stocks  (rated  8  or  9) 

-  including  some  vei7  I 

famous  names - 

which  I  believe  could 

"take  a  bath"  I'll  rush 

you  the  Performance 

Ratings  ($39  value)  as  a  bonus  with 

your  subscription  to  The  Zweig  Fore 

cast  Time  is  crucial 

Three  Month  Trial  $50  One  Year 
$245  Visa  or  MC  1-800-633  2252 
Ext  9064 

THE  ZWEIG  FORECAST 

PC  Box  360.  Bellmore,  NY  11710 


Introductory  Trial 

Value  Line 
Only  $60 


An  introductory  subscription  to  The 
Value  Line   Investment  Survey 

brings  you  the  2000-page  Investors 
Reference  Service — ^Value  Line's  most 
recent  reports  and  ratings  on  1700 
stocks.  You  will  also  receive  analyses 
of  about  130  stocks  each  week  for  10 
weeks  for  $60.  Available  only  once 
every  two  years  to  any  household.  30 
day  Money-Back  Guarantee. 

SCall  Toil-Free 
1-800-633-2252 

iKxt   2fi86  Dept  916D06) 
American  Express,  MasterCard  or 
'Visa.  7  days  week,  24  hrs.  a  day. 


Forbes: 
CapitalistTbd® 


SPRIN<;  CRF.EK  RANCH.  This 
unusual  325-acre  inholding  in  ihc 
IJcavcrhead  National  lorcst  is  located 
one  hour  southwest  of  l-nnis, 
Montana.  Il  includes  two  miles  of 
mountain  cutthroat  fishery,  one  mile  of 
a  private  30,(X)0  OVM  (estimated) 
spring  creek  and  nearly  a  mile  of  the 
Ruby  River.  It  also  features  a  new  lodge 
and  four  new  log  guest  houses.  Priced 
at  $I,I(X),(KX). 

SMITH  RIVER.  This  property 
includes  3,080  acres  with  frontage  on 
one  of  Montana's  most  scenic  and  wild 
I  rout  rivers.  A  very  spcxlal  homesile,  in 
a  dramatic  setting  overlooking  the 
Smith  River,  it  is  accessible  year-round. 
Bordered  by  large  holdings,  the 
properly  includes  scattered  limber  with 
open  parks,  small  spring-fed  streams 
and  rimrock  crowned  hills.  Il  is  a  year- 
round  home  to  a  significant  elk  herd. 
Offered  al  $1,500,000. 

C  ontact  exclusive  agent  for  sellers:  Hall 
and  Hall,  Inc.,  PJX  Box  1924,  Billings, 
Montana  59103.(406)  252-2155  or  (406) 
587-J090. 


ADIRONDACK  ESTATE 
SURROUNDED  BY  30,000  ACRES  OF 
ADIRONDACK  FOREST  PRESERVE 

7  striking  buildirigs  Massive  stone  lireplaces 
and  huge  hand-hewn  beams  8  bedrooms  and 
7  '/5  t)alhs  Gracious  10  room  Residence  Rus- 
tic recreation  Lodge  Completly  restored  and 
furnished  Just  featured  in  Country  Living  $1.3 
million  FRIEDMAN  REALTY.  Schroon  Uke. 
NY1-800-284-LAKE 


COMPUTERS 


nil  mflRYfTiflC 


NDUSTRIESINC 


Our  14th  year  of  DISCOUNTS 

Tan<ly*Computers 

Radio  Shack'Products 

Toll  Free  800-231-3680 

2251 1  Katy  Fwy  Katy(Houslon)  TX  77450 

1-713-392-0747  Fax  (713)  574-4567 


THE  ULTIMATE  CHAIR 
for  a  stress-free  workday! 


Our  leather 

office  chair 

reclines! 


D<U_K.;3«tVCr  i.g00.251-2225orwrlte 

53  JcHrty  Aw.,  D«pt.  F-62,  HollUton,  MA  0I74« 

In  MA  S08.429S940 


HISTORICAL 
REPRODUCTIONS 


TiMKItlyliMkGlllCfy 

Dem  44 
91SB>oa)<«y 
New  Vtxk,  tn  10010 
212  S29 1144 


FINE  WINE 


THE  KATZ  WINE  AUCTION  REPORT 

Reporting  the  latest  values  for  your  fine 
wines  Ideal  for  cellar  valuations  and  buy- 
ing guidance  Highlights  wine  bargains, 
market  trends  and  auction  news 

Annual  subscnption  $30  ($50  foreign) 
THE  KATZ  WINE  AUCTION  REPORT, 
1515  Poydras  St .  Suite  1800.  New 
Orleans.  La.  70112 


Streetwalker 


Edited  bv  Thomas  Jaffe 


Keep  on  truckin' 

In  1987  Emery  Air  Freight  Corp. 
swallowed  hapless  Purolator  Couri- 
er Corp.  Emery,  already  sick,  went  on 
the  critical  list — and  was  itself  swal- 
lowed by  Consolidated  Freightways, 
Inc.  With  the  Emery  deal,  Consolidat- 
ed's  long-term  debt  rose  from  roughly 
5%  to  nearly  50%  of  total  capital. 
Unfortunately,  Lary  Scott,  Consoli- 


Consolidated l-n'if>hlira\s  Inohk'tyi 
Will  Ray  O'Brien,  have  the  solution? 

dated's  chief  executive ,  was  unable  to 
turn  Emery  around.  Last  year,  with 
Emery  hemorrhaging.  Consolidated 
(sales,  $3.8  billion)  earned  just  2  cents 
a  share,  versus  $3  in  1988.  Since  April 
1989  the  stock  has  sunk  from  37  to  a 
recent  147k  on  the  Big  Board.  Indeed, 
not  even  the  $150  million  buyback  of 
around  12%  of  the  stock  last  October 
was  able  to  pull  the  share  price  out  of 
its  tailspin. 

In  June,  in  order  to  secure  a  new 
$860  million  credit  line,  the  company 
was  forced  to  suspend  its  $1 .06  annual 
dividend.  On  July  30  the  board  ousted 
Scott,  replacing  him  with  Chairman 
Raymond  O'Brien,  68,  who  had  previ- 
ously held  the  job  for  1 1  years. 

Can  O'Brien,  who  built  Consolidat- 
ed into  a  less-than-truckload  trucking 
giant,  be  a  hero  a  second  time  by  now 
fixing  Emery? 

Here's  where  things  stand:  Last 
year  the  company  charged  more  than 
$30  million  against  pretax  income  to 
shut  Emery  facilities,  lay  off  employ- 
ees and  straighten  out  messed-up  bill- 
ing. Meanwhile,  Consolidated  has 
spent  $75  million  to  modernize  Eme- 
ry's freight  tracking  system  and  to 
buy  new  pickup  and  delivery  equip- 
ment. It  has  returned  11  leased  air- 
craft to  their  lessors  in  recent  months. 
Emery's  operating  losses  declined 
from  $70  million  during  the  first  quar- 
ter of  1990  to  $30  miUion  for  the 
quarter  ended  June  30. 
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Even  with  the  trucking  solidly  in 
the  black,  analyst  David  Magee  of 
Atlanta's  Robinson-Humphrey  Co. 
thinks  the  company  will  lose  65  cents 
a  share  in  1990.  But  next  year  he  looks 
for  Emery's  losses  to  shrink  even  fur- 
ther and  for  Consolidated  to  earn 
$1.80  a  share.  He  thinks  the  stock  can 
go  as  high  as  20  over  the  next  12 
months. 

Last  year  Consolidated  Freightways 
hired  Wasserstein  Perella  &  Co.  as  its 
fmancial  adviser.  Will  the  adviser  rec- 
ommend unloading  Emery?  Were  that 
to  happen,  there's  little  doubt  that 
investors  would  send  Consolidated's 
stock  up  in  a  flash. 


Paper  values 

TIakcover  rumors  about  paper  pro- 
ducer Mead  Corp.  are  making  the 
rounds  again.  No  wonder.  The  nyse- 
listcd  stock — 63.3  million  shares  out- 
standing— recently  made  a  new  12- 
month  low  of  29 'A.  As  pretty  much 
the  entire  paper  industry  has  been 
shredded  by  weak  fundamentals. 
Mead's  plight  was  hardly  unexpected. 
But  what  makes  the  $4.6  billion 
(sales)  company  of  particular  interest 
to  those  who  say  it's  undervalued  are 
Mead's  non-paper-related  growth 
businesses:  electronic  publishing  and 
color  imaging.  The  reasoning  goes 
that  a  so-called  strategic  buyer  of 
Mead  (another  paper  company)  could 
sell  these  operations  for  rich  prices 
and  so  help  to  pay  down  the  cost  of 
the  overall  acquisition. 

So  what  are  Mead's  assets  suppos- 
edly worth?  Streetwalker  has  read  es- 
timates as  high  as  $55  to  $60  a  share — 
which  is  around  double  the  market, 
but  which  is  also  what  some  said 
Mead  was  worth  in  1984.  A  few  years 
later,  when  the  stock  ran  to  nearly  50 
in  1988  on  similar  takeover  talk  (no 
deal  materialized),  a  highly  respected 
paper  analyst  came  up  with  the  very 
same  $55  to  $60  valuation  for  the 
company. 

What  does  that  analyst  say  today? 
"As  industry  fundamentals  have 
turned  down,  it's  hard  to  believe  that 
asset  valuations  won't  follow,"  he  re- 
plies, adding  that  the  stock's  no  bar- 
gain on  earnings.  It  sells  for  12  times 
the  $2.50  a  share  he  expects  Mead  to 
earn  this  year,  versus  a  p/e  of  1 0  or  so 
for  its  group. 
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House  for  sale 

One  of  the  most  frequently  touti 
takeover  targets  of  the  last  coup 
of  years  has  been  Lone  Star  Industrie 
Inc.,  the  $338  million  (sales)  product 
of  cement  and  ready-mixed  concret 
Under  James  Stewart,  68,  its  colorfi 
chairman,  the  Stamford,  Conn. -bast 
company  expanded  rapidly  in  the  la 
Seventies  and  early  Eighties,  and  for 
time  had  good  profits.  But  heavily  1 
vcraged  Lone  Star  has  run  in  the  rt 
for  six  of  the  last  eight  years  and  wi 
again  in  1990.  It  has  been  selling  a 
sets  left  and  right  to  stay  afloat,  ar  j 
last  year  took  a  $258  million — i; 
$15.58  per  share — aftertax  restruct 
ing  charge.  Once  a  $1  billion  reven 
company.  Lone  Star  is  currently  do 
to  maybe  a  quarter  of  that.  The  $1. 
dividend  was  omitted  late  last  year 

Yet  the  stock  last  summer  traded  k 
high  as  37  on  rumors  of  a  deal.  (B 
note:     Hawaii-based     raider     Har 
Weinberg,  82,  who  has  amassed  ; 
estimated     $800     million     fortu! 
through  shrewd  investing,  owns  5 
of  Lone  Star's  16.6  million  Big  Boa 
shares.  Alas,  when  no  bid  emerged  f  ■ 
the  company  from  Weinberg  or  an 
one  else,  the  stock  sank  and  late' 
traded  at  11  Vs. 

Unlike    a    lot   of   executives,    Jil 


LuHc  Mars  James  Stewart 

The  house  may  be  the  better  deal 


Stewart  has  put  his  money  where  1 
mouth  is;  no  one  has  suffered  mc  upj 
from  these  setbacks  than  Jim  Stew;  fetes 
himself.  Assuming  the  exercise  of  (  (k 
tions,  he  owns  roughly  2.14  milli  itst 
shares,  or  over  10%  of  the  sick  stoc 
Nor  is  he  selling:  Stewart  has  put  1 
much-publicized  precast  concn  %( 
home  on  Miami's  swanky  Indi 
Creek  Island  up  for  sale.  Asking  pri( 
$7.5  million  (furnished)  but  probal  m 
negotiable. 
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The  house  may  be  fairly  priced,  but 
what  about  the  stock — which  sells  at 
I  a  40%  discount  from  book  value?  Giv- 
(  en  that  the  outlook  for  construction 
i  in  some  of  Lone  Star's  key  markets 
i  remains  weak,  a  real  turnaround 
£  could  be  a  long  time  away. 


Dead  money 

Is  a  defensive  strategy  based  on  buy- 
ing big,  sluggish  companies  a  good 
ilidea?  You  know,  concentrating  on  is- 
issues  like  Goodyear,  Xerox  and  Sears, 
ni  Streetwalker  doesn't  think  so.  The 
<[  point  of  investing  in  equities,  the  way 
uiwe  see  it,  is  to  make  money,  not  just 
i»to  keep  the  money  you  have  tied  up  in 
wi  stocks.  Why  risk  owning  stocks  if 
9t there  aren't  good  gains  in  prospect? 
I      One  example  of  dead  money  Street- 
laiwalker  has  lately  come  across  is  Po- 
Qlaroid  Corp.;  recent  nyse  price  of  35 'A, 
!ir:lose  to  its  52-week  low.  It  is  a  classic 
a'avorite  of  institutions,  which  own 
untDver  75%  of  the  52  million  shares. 
j"^    There   are   those   who   rationalize 
)arr)wning  Polaroid  because  it  has  been 
Itiieveloping  a  slew  of  new  products 
ffli^iuch  as   Polahybrid  and   Hybrid   IV 
teltilm,  a  smaller  instant  camera  named 
oshua,  and  an  electronic  medical  im- 
luriging  system.    Trouble   is,    earnings 
^^■owth  has  slowed  because  film  ship- 
^nents  are  down.  Meanwhile,  adver- 
i  ising  and  marketing  expenses  are  ris- 
'ng.  Polaroid  is  expected  to  earn  just 
2.20  a  share  this  year,  up  only  12% 
rom  1989.  Estimates  for  1991,  which 
ot  too  long  ago  were  running  at  $3  a 
hare  or  more,  have  lately  been  re- 
uced  to  around  $2.60  a  share. 
Indeed,  the  most  exciting  thing  that 
as  happened  at  $1.9  billion  (sales) 
olaroid  in  recent  years  was  its  1985 
ictory  over  Eastman  Kodak  in  a  pat- 
nt  infringement  suit.  But  while  the 
mount  of  the  award  the  company 
ll'ill  receive  has  yet  to  be  disclosed  by 
le  court  (estimates  range  from  $1 
illion  to  $3  billion,  pretax),  the  po- 
;ntial  windfall  has  long  since  been 
discounted  in  the  share  price. 

Takeover  prospects?  Forget  it.  Po- 
roid  has  already  beaten  back  Roy 
isney's  Shamrock  Holdings.  So 
hat's  left?  Perhaps  the  fact  that  the 
.  fflOiimpany  has  been  buying  in  its  own 
;.;w)iiares,  and  has  at  least  $150  million 
.lioiiore  to  spend  on  this  under  its  cur- 
nt  stock  repurchase  plan.  But  then, 
;;to(|iybacks  are  hardly  unique. 

If  you're  looking  for  a  defensive  in- 
[,(ie|t;stment,  who  needs  Polaroid? 
at's  wrong  with  six-month  T  bills 
lilt  7.8%  or  money  market  funds  yield- 
Hgabout  7%? 
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Showcase  Your  Annual  Report  in 


Forbes 


FALL  ANNUAL 
REPORT  PORTFOLIO 


*«/ 


The  Number  One  Choice  of  Investor  Relations  Professionals 

Appearing  in  the  November  26,  1990  issue 
Closing:  September  29,  1990 

Make  your  company's  most  important  document  visible  to  active 
institutional  and  private  investors— the  2.5  million  affluent  readers 
of  FORBES.  Together,  FORBES'  subscribers  own  over  $56  billion  in 
corporate  .stocks  and  they  use  annual  reports  when  determining  a 
company's  investment  potential. 

Reader  service  cards  bound  into  the  Fall  Annual  Report  Portfolio 
help  you  generate  a  highly  qualified  list  of  prospective  investors. 


For  more  information  contact: 
Sarah  Madison 
(505)  275-1282/3 


or 


Virginia  Carroll 
(212)  620-2339 


Soura-s  Mendelsohn  Media  Kese.iRh.  I'W)   Don  Howdien  Associates,  19')() 


IN  PARADI^K 


..,. 


A  island  paradise  that  offers 
you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $2,400 
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per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 
For  information  please  write: 
Fiji  Manager 
Attn:  Enrol  Ryland 
Fort  Garland,  CO  81 133 
or  call  (719)  379-3263         ,       9013 
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NOT  ALL  NAZIS  ARE  UVINli 
IN  SOUTH  AMERICA. 


They're  living  in  places  like  Hayden  Lake,  Idaho, 
where  an  organization  called  the  Aryan  Nations 
maintains  its  20-acre,  whites-only  compound. 

A  compound  that  is  the  site  of  an  annual 
national  congress  for  hate  groups  from  around  the 
country,  and  that  has  a  church  where  the  "minister" 
preaches  that  Jews  are  "children  of  Satan." 

They're  in  places  like  Fallbrook,  California,  where 
an  organization  called  the  White  Aryan  Resistance 
is  headquartered. 

Headed  by  a  former  Grand  Dragon  of  the  Ku 
Klux  Klan,  the  organization  recruits  high  school 
students  to  become  neo-Nazi  "skinheads"  and 
publishes  a  newspaper  which  recently  ran  this 
front-page  headline:  "Happy  Birthday  Uncle  Adolf." 

And  they're  in  places  like  Costa  Mesa,  Califor- 
nia, where  an  organization  called  the  Institute  for 
Historical  Review  is  dedicated  to  promoting  the  in- 


credible notion  that  the  Holocaust  never  occurrec 

It  hosts  conventions,  and  publishes  articles 
and  books  which  claim,  for  example,  that  The  DU 
of  Anne  Frank  is  a  hoax,  and  that  the  photograph 
of  concentration  camps  have  been  falsified. 

Fortunately,  there  is  an  organization  that  is 
dedicated  to  working  against  these  groups:  Th<  Z 
Anti- Defamation  League. 

The  ADL  tracks  the  activities  of  these  groups 
Works  with  lawmakers  to  enact  legislation  which 
makes  it  harder  for  them  to  operate.  And  with  lav 
enforcement  officials  to  apprehend  them  when 
they  break  those  laws.  Please  give  us  your  supp< 

Hundreds  of  thousands  of 
Americans  lost  their  lives  fight- 
ing the  Nazis  in  World  War  II. 

Is  this  what  they  had 
in  mind? 


lAnliDefamation Leag   Ifj 


For  further  information,  write  to  the  Anti-Defamation  League,  823  United  Nations  Plaza,  New  York,  New  York  10017 
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Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ."  Items  from  past  issues  of  Forbes 


i  The  Liberty  Six  touring  car  of  1920 


years  ago  in  Forbes 

'From  the  issue  of  August  21,  1920) 
"The  first  judgment  of  the  automo- 
Dile  from  a  commercial  point  of 
/lew — at  least  by  bankers  and  busi- 
lessmen  ouside  the  industry — was 
hat  the  auto  was  a  rich  man's  toy,  of 
vhich  he  might  soon  tire,  and  that,  at 
:)est,  its  use  would  never  extend  be- 
/ond  the  150,000  families  whose  in- 
comes exceeded  $10,000.  That  it 
vould  be  seriously  considered  by  the 
100,000  families  with  incomes  of 
rom  $5,000  to  $10,000  was  gravely 
loubted;  and,  at  an  early  stage  of  its 
ievelopment,  even  the  suggestion 
^hat  the  400,000  households  with  in- 
:omes  of  from  $3,000  to  $5,000  could 
my  and  support  cars  was  'conclusive- 
ly proved  to  be  impossible.'  " 

Orders  are  falling  off.  Prices  are  tum- 
jiling.  Banks  are  applying  the  screws 
lainfuUy.  Railroads  are  neither  bring- 
ing in  enough  raw  materials  nor  tak- 
:ag  away  enough  finished  products,  in 
aany  cases.  A  coal  famine  is  never  far 
ff.  Securities  have  sfuiveled  in  price, 
'ediailures   are   increasing.   Strikes   are 
5    till  rife.   Railway  freight  rates  are 
'Oi3|bout  to  be  raised.  Competition  from 
ap^'preign  goods  is  increasing.  Europe  ca- 
|les  over  fresh  alarms  to  be  served 
1 5  t  'ith  breakfast  every  morning.  And  so 
^lifijirth  and  so  on." 

OS  lixty  years  ago 

'  C"  rom  the  issue  of  August  15.  1930) 
a''*;  To  the  fellow  sitting  in  a  broker's 
len  i  ffice  ...  it  is  terribly  important — 
LOp*)metimes  a  matter  of  life  or  death — 
■r  [hether  Steel  or  Can  or  Motors  or 
II  jeneral  Electric  or  Westinghouse  or 
11  .  adio  jumps  up  a  couple  of  points  or 
;^:ops  two  or  three.  Out  in  the  open 


spaces,  where  the  realities  of  life  are 
wrestled  with,  where  the  vital  things 
are  the  growing  of  the  nation's  food 
and  the  manufacturing  of  the  things 
necessary  for  modem  existence — out 
here  the  song  of  the  ticker  is  drowned 
out  by  the  song  of  the  reaper,  the  rise 
and  fall  of  the  temperature  are  more 
important  than  the  rise  or  fall  of  call 
money  rates.  .  .  ." 

Fifty  years  ago 

(I'rom  the  L-isiw  of  August  /5.  1940) 
"A  hint  of  how  defense  spending  will 
react  on  some  segments  of  U.S.  busi- 
ness comes  from  figures  recently  re- 
vealed by  Bethlehem  Steel  Corp.  On 
June  30,  the  company's  unfilled  or- 
ders stood  at  $288  million,  nearly  all 
for  commercial  business.  Then  came 
a  flood  of  [defense]  orders.  .  .  .  Result: 
By  the  end  of  July  Bethlehem's  un- 
filled orders  skyrocketed  to  $500  mil- 
lion, 70%  above  the  highest  backlog 
previously  reported." 

"With  France  in  Nazi  hands,  many 
see  New  York  City  becoming  the  Par- 
is of  the  fashion  world.  Already  some 
top-flight  Paris  designers  have  signed 
up  with  U.S.  manufacturers,  who  en- 
vision a  tremendous  market  for  mass- 


made  apparel  bearing  the  labels  of 
famous  designers." 

Twenty-five  years  ago 

(From  the  issue  of  August  15,  1965) 
"The  stock  market  nose-dived.  That 
Monday,  panicky  investors  dumped 
3.9  million  shares  on  the  market;  the 
next  day,  4.8  million — more  than  on 
any  day  since  the  invasion  of  Poland. 
In  just  four  days,  the  industrial  aver- 
ages dropped  by  nearly  10%.  .  .  .  That 
was  the  way  it  was  15  years  and  two 
months  ago,  in  late  June  of  1950, 
when  North  Korea  invaded  South  Ko- 
rea with  60,000  troops  spearheaded  by 
over  100  Russian-built  tanks." 


A'-  half-century  ago  International  Har- 
vester was  hit  by  the  streamlining  bug 


The  Beatles  as  they  looked  circa  I')()5 

"After  a  few  days  in  London,  these 
conclusions:  The  Beatles  are  going  as 
strong  or  stronger  than  ever;  the 
pound  is  as  weak  or  weaker  than  ever. 
More  and  more  young  men  allow 
their  hair  to  grow  longer  and  longer; 
fewer  and  fewer  executives  exhibit 
firm  faith  in  sterling,  as  the  odds 
against  devaluation  grow  shorter  and 
shorter." — Malcolm  Forbes 

Ten  years  ago 

(Irom  the  lksiw  (f  August  IH.  19H0) 
"The  big  commercial  aircraft-engine 
market,  which  could  amount  to  $25 
billion  in  the  1980s,  used  to  be  one  of 
those  comfortable  hegemonies  en- 
joyed by  a  single  U.S.  company.  .  . 
Pratt  &  Whitney.  .  .  . 

"No  more.  Out  of  nowhere.  Gener- 
al Electric  has  turned  the  big-jet-en- 
gine business  into  a  donnybrook." 

"If  you  borrow  money  to  buy  a  house, 
a  car,  a  vacation  or  whatsoever,  you 
can  deduct  from  your  income  the  in- 
terest you  pay  on  that  debt.  If — after 
paying  your  living  expenses  and  your 
income  tax — you  |putj  any  money  left 
[into]  investments,  you  pay  the  high- 
est income  tax  on  whatever  that  mon- 
ey earns.  Is  it  fair  or  remotely  sensible 
to  tax  income  from  savings  on  which 
you  have  already  paid  income  tax?" 
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loday,  the  best  advisors  put  themselves  in  your  place. 


When  you're  at  the  helm  of  a  company,  strategy  is  never 
out  of  sight. 

Products.  Markets.  R&D.  How  to  capitalize  on  your  com- 
pany's basic  strengths  or  offset  its  weaknesses. 

One  option,  of  course,  is  a  merger  or  acquisition,  an  asset 
sale  or  recapitalization.  Here,  the  best  advisors  are  those  who 
focus  on  your  bottom  line,  not  their  own. 

High  on  that  short  list  is  Bankers  Trust.  An  advisor  whose 
primary  goal  is  to  further  your  strategic  aims. 

Our  broad  international  client  base  keeps  us  on  top  o{  the 
strategic  needs  of  companies  everywhere. 

And  as  merchant  bankers,  we  structure  transactions  as 
if  we  were  putting  our  own  money  into  them  — which,  in  fact, 
we  also  do. 

Solid,  sensible  strategic  opportunities  lie  just  over  the 
horizon.  Helping  you  reach  them  is  one  of  the  things  that 
Bankers  Trust  does  best. 

BBankersTrust 
Rinkers  Trust  New  York  Corporation 

Because  today  isn't  yesterday. 


In  the  Dale  Carnegie  Course 
you  develop  the 
:onfidence  to  take  on 
the  tough  ones. 

)ugh,  demanding  challenges  are  a  way  of  life  for  business  and  professional  men 
id  women  of  today.  And  they  know  it  takes  a  lot  more  than  knowledge  of  the 
icts  to  make  the  most  effective  decisions ...  it  takes  courage- the  courage  to 
and  by  your  convictions,  the  self-confidence  to  speak  up,  to  express  your 
eas  and  opinions  when  the  need  arises. That's  why  the  Dale  Carnegie 
Durse  is  so  important  to  the  growth  and  success  of 
ly  organization.  It  helps  you  develop  a  higher  level 
"confidence  in  yourself,  in  your  own  abilities.  And 
ong  with  that,  the  courage  to  take  charge  of  your 
vn  life  and  do  what  needs  to  be  done. 

The  Dale  Carnegie  Course*  offers  hands-on 
aining  in  the  art  of  dynamic  and  effective  leader- 
lip.  Regardless  of  your  level  of  responsibility,  it 
^Ips  you  look  within  yourself  to  discover  that  vast 
servoir  of  potential  talents  and  capabilities  you've 
arcely  tapped  before . . .  qualities  that  can  give  you 
ore  inner  strength,  more  self-assurance,  and  make  you 
ore  effective  in  whatever  you  do. 

I     You  take  on  characteristics  that  give  you  the  fiber, 
e  personal  capacity  to  consistently  perform  at  your 
;st.  You  develop  clear,  concise  communication  skills 
)u  can  rely  on  to  get  your  thoughts  and  ideas  across 
a  positive  way.  You  acquire  incisive  problem-solving 
chniques  that  improve  your  analytical  power  And 
ou  gain  those  vital  human  relations  skills  that  help 
;)u  to  understand  people  better,  to  motivate  and  inspire 
em  to  greater  cooperation,  harmony,  and  loyalty. 
Once  you've  taken  charge  of  these  newfound 
lents  and  capabilities,  once  you've  put  them  to  work 
meet  the  challenges  you  face  every  day,  you  are  well 
I  your  way  to  greater  personal  growth  and  achieve- 
ent  in  your  work,  in  your  life. 

For  more  informauon,  ask  for  your  free  copy  of  our 
lick-reading  brochure  that  outlines  the  Dale  Carnegie* 
aining  programs  in  greater  detail.  Call  toll-free 
DO  231-5800  or  write  directly  to  the  address  below. 


We  Deliver  Leadership  Training  Worldwide 

BALE  CARNEGIE  TRAINING' 

DEPARTMENT  OF  ADVERTISING 
SUITE  190  F  •  6000  DALE  CARNEGIE  DRIVE  (PVT.)  •  HOUSTON,  TEXAS  77036 

ACCREDITATION  WITH  THE  ACCREDITING  COUNCIL  FOR  CONTINUING  EDUCATION  &  TRAINING,  INC.  JMm 
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This  wondrous  new  mic 
system  has  spaw^ned  an  eaual^  won- 
arous  storage  fiche  we  call  "^^nder 
Fichef  "^nder  Rdhe  have  the  archival 
advantages  as  well  as  space  and  paper 
savings  of  miaofiche  along  with  in- 
aeased  productivitv  superspeed,  sophis- 
ticated graphics  ana  ennanced  retrieval 
capabifities  of  modem  computer 
technology  No  wonder^  at  Anacomp, 
were  attracting  customers^  new  users 
and  even  some  of  our  competitors 
with  this  new  species  of  fiche. 


¥)uTl  breathe  easy  when  you 
consider  how  many  trees  youre 
saving  with  our  image  management 
platform,  \bull  breame  even  easier 
when  you  consider  the  bottom  line 
savings  youTl  enjoy  And  not  just 

Eaper  savings.  But  savings  that  come 
om  inaeased  productivity  effi- 
ciency and  efficacy  of  an  image 
management  system  that  worl<s  at 
the  speed  of  lignt-yet  provides  you 
with  a  record  you  can  hold  ancf  see. 


The  Fiche  That  Can  H{ 
^u  Find  A  Needle 
In  A  Haystack. 

Thanl<s  to  Advanced 

Function  Indexing^'^  and  oi 

exclusive  retriev^system. 

ANAERJEVE™youcan 

out  your  company^s  probL 

areas,  put  your  finger  on  '^ 

hidden  opportunities,  ar  ^ 

output  them  faster  tnar  ^ 

you  can  say  ^a  want  it  ,p 

1  want  it  «(?w^!    Iherei  I 

the  DatagraphiX  XF  [ 


HE 

WDNDER. 


2000 
with  these 
features  becomes 
a  valuable  decision- 
making tool  for  your 
company 

The  Hying  Fidie. 

If  speed  is  important^ 
Du  should  know  that  our  new 
zm,  thanks  to  state-of-the-art 
f  tware,  our  patented  continuous 
ption  laser  camera  and  the  like^ 
|i  process  fiche  twice  as  fest  as 
■  other  miCTographics  system. 
•  30,000  lines  per  minute  fast 


\bur  Information  and  Image 
rvlanagement  (I  &  IM)  people  will 
get  good  vibrations  about  using  this 
system -but  not  from  the  system 
itself.  Put  your  hand  on  the  chassis 
and  you  won't  feel  the  vibration 
caused  by  the  sCep-and-repeat  motion 
of  conventional  cameras. 

And  since  our  new  system  soft- 
ware allows  your  people  to  do  more 
than  one  thing  at  the  same  time^ 
one  machine  can  often  do  the  work 
of  two  of  our  competitors^ 

The  Picture  Perfect  Fiche: 

What  You  Put  In 

Is  What  You  Get  Out. 


Anacomp's  new  DatagraphiX 
XFP  2000  is  the  only  COM  system 
designed  to  incorporate  the  new 
graphic  capabilities  into  its 
'Advanced  Function  Platformf 

Fiche  capabilities  include  your 
choice  of  multiple  fonts^  forms^  sig- 
natures and  logotypes.  Forms  and 


documents  can  be  generated  to  exactly 
replicate  the  graphics  of  the  original. 
Invoices  ancTstatements  which  have 
the  ^^randed^^  and  ^'^corporate-lool<:'^ 
of  the  issuer,  can  be  output  v/ith  rav/ 
alphanumeric  data  of  sales  transac- 
tions. Visualizations  of  insurance 
claim  forms^  bank  statements,  utility 
bills  and  other  industry-specific  repre- 
sentations can  be  easily  aeated. 

The  W)nder  Fiche: 
It's  A  Perfect  Marriage 
Of  Micrographics  And 
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Chief  Operadrig  Officer^  Executive 
Vice  President^  Anacomp^  Inc.^  One 
Bud<head  Pla^^  3060  Peachtree  Road^ 
N.W.  Suite  17U),  Atlanta,  Georgia 
30305.  a  simply  call  404-262-2667 
And  let  us  tell  you  the  fiche  story 
that  tops  them  all. 


THE  IMAGE  OF  THE  FUTURE. 

anacomF 


■i    I'^'W  Andi^omp,  Inc  .  Ana^ornpand  DdfagraphiX  arc  legistercd 
trademarks  of  Anacomp,  Inc  DatagraphiX  3(0)  (and  XFP  2(X)0},  Advanced 
Function  Indexing  and  AN  ATRiEVE  are  uadcmarks  of  Anacomp,  Inc. 
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Dont  be  a  dodo  . . . 

.  .  .  Many  people  are  just  that — dodos — vs^hen  it  comes  to  buyinj 
mutual  funds.  They  look  at  one  of  the  dozens  of  regularly 
published  mutual  fund  surveys  and  pick  a  couple  of  funds  tha 
have  the  highest  numbers.  Then  they  put  their  chips  on  these 
What  are  they  doing,  these  people  who  think  they  are  investing 
on  the  basis  of  the  bottom  line?  They  are  assuming,  unknow^ing 
ly,  that  the  future  will  be  exactly  like  the  past.  But  it  seldom  is 
No  one-year  period,  no  five-year  period,  no  ten-year  period  i^ 
exactly  like  the  one  that  preceded  it,  and  all  that  most  mutua 
fund  surveys  tell  you  is  how  a  fund  did  under  a  specific  set  o 
unduplicatable  circumstances  in  the  past. 

That's  why  Forbes  developed  its  unique  A  +  to  F  mutual  funJ 
ratings.  We  rate  the  funds  not  just  on  raw  performance  but  or 
what  we  call  consistency  of  performance — and  we  rate  then 
separately  in  bull  and  bear  markets.  A  fund  can't  score  well  ii 
our  ratings  by  being  a  fair-weather  fund  only.  No  matter  hov 
much  distance  it  can  cover  in  bull  markets,  it  won't  get  onto  ou 
honor  roll  if  it  does  poorly  in  bear  markets. 

But  one  buys  a  fund  for 
income   and/or   apprecia- 
tion. Why  should  one  care 
how  well  it  docs  in  a  bear 
market?  Simple  arithme- 
tic. A  fund  that  goes  up 
100%    one   year   only   to 
drop  50%  the  next  leaves 
you  back  where  you  start- 
ed— a  net  return  of  zero. 
But  a  fund  that  gains,  say, 
50%   one  year  and  loses 
25%    the   following   year 
has  given  you  a  compound 
annual  return  of  6%.  The  second  fund  did  only  half  as  well  ai 
the  first  one  during  the  bull  market  but  lost  only  half  as  much  i 
the  bear  market.  It  ended  up  giving  you  a  better  return  eve: 
though  it  lagged  in  the  bull  phase.  A  good  fund  should  do  wel 
on  the  defensive  as  well  as  on  the  offensive 

The  Forbes  survey,  properly  used,  will  guide  you  to  the  fund: 
that  do  well  over  the  long  pull  while  holding  up  in  bear  markets 
Our  funds  survey  won't  tell  you  whether  to  be  a  bull  or  a  bear  i 
this  market  but  it  will  show  you  how  not  to  be  a  dodo. 

The  accompanying  articles  give  specific  advice  on  what  t( 
seek  and  what  to  avoid  in  mutual  funds.  The  19  statistica 
tables  cover  close  to  1,800  funds,  on  which  a  mountain  of  dat 
was  amassed  by  Don  Popp,  Ann  Anderson,  Tina  Russo  McCar 
thy  and  John  Chamberlain.  Collection  was  only  half  the  battle 
The  other  half  was  translating  the  numbers  into  readable  tables 
an  exercise  in  desktop  publishing  involving  322  computer  pro 
grams.  Programmers  Carsten  Thode  and  Dukhee  Son  made  it  al 
possible.  The  survey,  distilling  the  experience  we  have  gatherec  oiil 
in  34  years  of  rating  mutual  funds,  starts  on  page  121. 
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HOTELS  8.  Resorts 


the  grandest  hotel  is  recognized  in  the  smallest  details. 


Success  in  any  enterprise,  however  grand, 
depends  upon  the  specifics  of  its  execution. 
And  so,  in  the  world  of  Westin — fiom 
Houston  to  Hong  Kong,  Tulsa  to  Tokyo, 
Seattle  to  Singapore — our  peojjle  render 
the  arts  of  personal  service 
with  a  subtle  eye  to  detail. 
And  travelers  look  forward 
to  an  experience  uniquely 
caring,  comfortable,  civilized. 


ACAPUl.CO  •  ATLAN  lA  •  BOSION  •  CIAI.OARY  •  CANCUN  •  CHICAtX) 

CafiCHICAGO  (OHARK)  •  ClNCINNAIl  •  DALLAS  •  OKNVF.R  •  l)t  1  ROI I  •  KDMON  ION 

EL  PASO  •  KORI  LAUDKRDALK  •  (;UAI)ALA|ARA  •  (;UA1  KMALA  (:H  Y  •  HILION 

HEAD  ISLAND  •  HONC;  KONCi  •  HOUSION  •  INDIANAPOLIS  •  IXIAPA  •  K.\NSAS 

CITY  •  KAL'AI  •  KYOrO  •  LOS  AN(;ELE-S  •  MANILA  •  MANZANILLO  •  MAU 

MA7.ATLAN  •  MEX1C;0(:1TY-  MON  lERREY  •  NAPLES,  KL-  NEW  ORLEANS 

»JEW  YORK  •  ORANGE  COUNTY  •  ORLANDO  •  (TPI AWA  •  PHOENIX  •  PI  IT  SBL-R<;H 

PUERK)  VALLARIA  •  PUSAN  •  RANCHO  MIRA(.E  (PALM  SPR1N(;S  AREA) 
LTILLO  .  SAN  ERAN(TSCO  •  SAN  FRANCISCO  AIRPORT  •  SAN  SALVADOR  •  SEAni.E 
SEOUL  •  SHANGHAI  •  SINGAPORE  •  lOKYO  •  lORON K)  •  1  UCSON  •  TUI-SA 
VAIL-  VANCOUVER  •  WASHIN(;T0N,DC:.  •  WINNIPEG 


Call  your  travel  consultant  or  800-228-3000. 

am  pmnls  toward  exciting  Westtn  vacations  by  joining  Westin  Premier,  our  frequent 
giwst  program.  United  Airlines  Mileage  Plus,  Air  Canada  Aeruplan,  Northwest 

I    Airlines  WORLDPERKS,  and  USAir  Frequent  Traveler  members  earn  miles  at 
participating  Westin  Hotels  &  Resorts. 
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Follow-Through 


Edited  by  Edward  Giltenan 


Early  warning 

Fl  aithf ul  Forbes  readers  would  have 
been  less  surprised  than  most  peo- 
ple at  dictator  Saddam  Hussein's  as- 
sault on  defenseless  Kuwait.  Last  De- 
cember this  magazine  described  Iraq's 
blundering  steps  toward  economic  re- 
covery in  the  aftermath  of  its  eight- 
year  war  with  Iran  and  reported  that 
Iraqi  troops  were  massing  near  the 
Kuwait  border.  Our  account  added 
disapprovingly  that  U.S.  Embassy  of- 
ficials in  Baghdad  did  not  seem  to 
view  Saddam  as  a  threat  to  peace,  and 
hoped  to  appease  him  into  closer  ties 
with  the  U.S. 

But  much  earlier  Forbes  had  taken 
Saddam's  measure  and  described  him 
as  a  gangster  and  a  threat  to  the  civi- 


lized world.  After  a  visit  to  Iraq  in 
1980,  how  Managing  Editor  Lawrence 
Minard  recognized  Saddam's  inten- 
tions to  use  Iraq's  oil  money  to  under- 
write his  vicious  grab  for  power  in  the 
Arab  world.  At  home,  Hussein's 
methods,  in  Minard's  perceptive 
view,  were  reminiscent  of  Chicago's 
gangland  in  the  Twenties.  "As  he 
gained  power  and  held  it,  so  will  Sad- 
dam Hussein  probably  lose  it:  in  a 
shower  of  hot  lead."  The  judgment 
still  stands. — Peter  Fuhrman 


Bowing  to  reality 

In  April  Charles  Wohlstetter,  the 
colorful  chairman  of  Contel  Corp., 
told  Forbes  about  his  ambitious  plans 
to  build  his  Atlanta-based  telephone 
company  into  a  major  force  in  cellu- 
lar. He  had  just  bought  the  rights  to 
service  6.1  million  potential  cellular 
phone  subscribers  from  McCaw  Cel- 
lular for  $1.3  billion. 

But  in  July  everything  changed. 
Wohlstetter  announced  plans  to 
merge  his  $3.1  billion  (sales)  company 
into  Stamford,  Conn. -based  gte  Corp. 
This  merger  created  the  nation's  larg- 
est local  telephone  company — esti- 
mated revenues  of  $22  billion — but  it 
dashed  Wohlstetter's  dreams  of  a  gi- 
ant independent  Contel. 

What  changed  his  mind?  In  early 
July,  to  help  pay  for  the  cellular  sys- 
tems Contel  bought  from  McCaw, 
Wohlstetter  was  hoping  to  raise  $400 
million  through  a  stock  offer.  But 
with  telephone  stocks  sinking,  the 
potential  value  of  Contel's  proposed 


Jcfrre\  MatMillan 


I4-million-share  offering  slipped  sig- 
nificantly. GTE  Chairman  James 
(Rocky)  Johnson,  whose  merger  over- 
tures had  been  rebuffed  by  Wohlstet 
ter  months  earlier,  came  calling 
again.  Instead  of  the  anemic  $27  a 
share  Contel  could  get  in  the  public 
offering,  Johnson  offered  about  $39  a 
share  in  a  tax-free  deal.  Within  a 
week,  a  tentative  merger  pact  was 
announced. 

Wohlstetter  is  vice  chairman  of  the 
new  company  and  runs  its  strategic 
planning  and  technology  committee. 
But  he  doesn't  deny  that  he  would 
have  preferred  to  remain  independent, 
Says  he,  "Personally,  I'd  rather  be 
king." — Fleming  Meeks 
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Charles  Wohlstetter's  hopes  for  independence  were  dashed 


Video  boomerang 

Handleman  Co.  got  carried  away 
with  movie  videos.  Forbes  got 
carried  away  with  Handleman.  An  ar- 
ticle in  July  1989  said  the  future 
looked  rosy  for  the  Detroit-based  vi- 
deocassette  distributor.  Indeed,  Frank 
Hennessey,  then  Handleman's  chiei 
executive,  was  quoted  in  the  story  as 
saying  that  people  would  collect  vid- 
eocassettes  much  the  way  they  col- 
lect books. 

So  far,  it  hasn't  worked  out  that 
way.  Handleman  loaded  up  its  cus- 
tomers, primarily  K  mart  stores,  with 
cassettes  of  box  office  smashes  like 
Batman,  Honey  I  Shrunk  the  Kids,  Lethal 
Weapon  2,  WIjo  Framed  Roger  Rabbit 
and  Bambi.  But  when  the  cassettes 
didn't  move,  Handleman  found  itself 
stuck  with  an  estimated  $15  million 
of  unsold  tapes.  The  company's  earn 
ings  fell  10%,  to  $37  million,  for  the 
year  ended  Apr.  28.  Earnings  for  the 
current  fiscal  year  are  expected  to  be 
flat.  The  company's  shares  sell  for 
about  1 1  on  the  New  York  Stock  Ex- 
change these  days,  down  from  20 
year  ago. 

There's  more  trouble  on  the  hori- 
zon. Wal-Mart,  which  in  the  last  fiscal 
year  accounted  for  15%  of  Handle- 
man's  $717  million  in  sales,  is  buying 
its  own  video  distribution  outfit.  The 
betting  is  that  Wal-Mart  will  eventu- 
ally give  Handleman  the  boot. 


10 


FORBES,  SEPTEMBER  3,  1990 


Polo  Ralph  Lauren 


There's  a  critical  differ- 
ence between  high  speed 
and  high  performance. 

The  new  164S  high  per- 
formance luxury  sedan  is 
one  of  those  exceptional 
cars  inherently  equipped  to 


basic  reason  for  the  prowess 
of  the  164S  is  also  the 
simplest.  It's  an  Alfa  Romeo. 
The  product  of  eight 
decades  of  racing  heritage. 

.In  city  driving,  it  is  a 
quiet  cocoon  whose  civi- 


Most  automobiles  today  can  go  fast, 
but  most  of  them  probably  shouldn't. 


handle  the  140-mile-an- 
hour+  test  track  speeds  it 
can  achieve.  With  things 
like  electronically  con- 
trolled suspension,  ABS 
braking  and  driver-side  air 
bag  standard. 

But  perhaps  the  most 


lized  manners  and  luxury 
belie  its  power.  At  freeway 
speeds,  it  is  solid,  stable  and 
agile.  And  at  truly  high 
speeds,  unlike  most  cars,  its 
sense  of  competence  rises 
rather  than  falls. 


Its  Alfa  Romeo 
Assurance  Program  is  hi 
performance  as  well.  W 
coverage  that  even  inclu 
free  emergency  roadside 
assistance  and  schedule 
maintenance.* 

The  Alfa  Romeo  16^ 
luxury  sedan.  One  of  th( 
rare  cars  that  is  so  good 
makes  you  feel  like  a  be 
driver. 

For  more  informatic 
call:  1-800-245-ALFA. 


Alfa  Romeo. 

The  legendary  marque 

of  high  performance. 
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Forbes  Informer 


Edited  by  Eric  Schmucklcr 


Debi  does  Dallas 

Debi  Eyerman,  a  onetime  national 
sales  director  with  Mary  Kay  Cosmet- 
ics, was  dropped  by  the  company  m 
October  1988  on  the  grounds  that  her 
drunken  behavior  "adversely  affected 
the  reputation"  of  the  Dallas-based 
door-to-door  company,  according  to 
court  documents.  She  is  suing. 

Eyerman  contends  that  others  in 
the  company  displayed  similar  con- 
duct and  were  not  only  retained  but 
promoted.  As  examples,  she  gives 
Richard  Rogers,  Mary  Kay  Ash's  son 
and  company  chairman,  and  Richard 
Bartlett,  company  president.  Eyer- 
man's  lawyers  are  seeking  to  intro- 
duce testimony  from  an  earlier  law- 
suit, which  they  say  details  Rogers' 
alleged  drug  use  and  association  with 
a  drug  trafficker.  In  198.S  a  business 
associate  of  Rogers'  pleaded  guilty  to 
running  drugs  out  of  an  airport  facility 
Rogers  owned.  As  for  Bartlett,  Eyer- 
man pointed  out  that  he  had  once 
pleaded  guilty  to  a  charge  of  driving 
while  intoxicated. 

Mary  Kay's  counsel,  not  surpris- 
ingly, tried  to  bar  the  evidence 
about  the  chairman's  alleged  drug- 
related  activities,  but  the  judge  has 
ordered  the  company  to  respond.  A 
Mary  Kay  spokesperson  dismisses 
the  allegations  as  nothing  but  a 
smokescreen. — Lisa  Gubernick 

Beating  the  bar 

In  St.  Petersburg  a  paralegal  named 
Daniel  Schramek  is  fighting  charges 
of  forgery  and  notary  fraud  and  faces 
up  to  30  years  behind  bars.  Schramek 
claims  the  charges  are  a  setup  by  the 
Florida  legal  community  in  an  effort 
to  discredit  him  and  put  him  out  of 
business. 

Schramek's  thriving  paralegal  prac- 
tice helps  people  of  little  means  get 
divorces  and  draw  up  wills  for  much 
less  than  a  lawyer  would  charge.  He  is 
also  state  director  of  halt  (Help  Abol- 
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ish  Legal  Tyranny),  an  organization 
that  promotes  consumer-friendly  le- 
gal reforms. 

An  effort  by  the  Florida  bar  last  year 
to  nail  him  for  the  unlicensed  practice 
of  law  went  nowhere.  But  Schramek 
was  arrested  at  his  home  in  April.  The 
charges  stem  from  a  pro  bono  divorce 
case  he  handled:  His  client  told  prose- 
cutors her  signature  on  a  routine  docu- 
ment was  forged  by  Schramek.  Schra- 
mek says  there's  no  reason  he  would 
forge  that  signature  and  says  the  Flori- 
da bar  somehow  pressured  his  client  to 
level  the  charge. 

Schramek  has  fired  back  with  a 
federal  antitrust  suit  against  two 
judges  and  the  state  attorneys  in- 
volved, alleging  that  they  conspired 
against  him.  In  the  meantime,  the 
notoriety  has  bolstered  Schramek's 
paralegal  business  among  clients 
who  distrust  lawyers  and  are  fed  up 
with  hefty  legal  bills. 

Clearinghouse  for  crooks 

Want  to  check  up  on  your  financial 
planner?  The  Financial  Planning  Re- 
source Foundation,  a  nonprofit  based 
in  Holland,  Pa.,  offers  an  on-line  data- 
bank on  financial  planning  types  who 
have  had  run-ins  with  the  law.  The 
number  is  900-786-7237.  Calls  cost  $2 
a  minute,  up  to  $20. 

The  databank  already  has  the  dirt 
on  2,600  financial  finaglers.  The  in- 
formation includes  regulatory  ac- 
tions, yanked  licenses,  lawsuits  and 
so  forth.  Much  of  this  information  is 
available  for  free  from  your  friendly 
state  securities  regulators,  but  this  is 
intended  to  be  a  more  comprehensive 
listing.  Foundation  President  William 
Knegendorf  says  the  databank  is  add- 
ing about  100  names  a  day,  or  until 
"the  keypunch  operator  gets  burned 
out."  There's  already  a  backlog  of  500 
names  to  add  to  the  dishonor  roll. 
Knegendorf  initially  figured  his  list 
would  encompass  10,000  names  at 
most,  but  now  he  expects  to  reach 
that  figure  in  three  years,  easy. 


The  licrerlv  Hilton 

Is  Men  selling  out  or  moving  in7 

Is  Merv  selling? 

The  word  in  real  estate  circles  is  that 
talk  show  host  and  casino  bankrupter 
Merv  Griffin  has  quietly  put  the  Bev- 
erly Hilton  on  the  block.  Griffin 
bought  the  S92-room  hotel  only  three 
years  ago  for  $100  million,  or  about 
$1 70,000  per  room,  reportedly  putting 
down  $20  million  and  borrowing  the 
rest.  Another  rumor  making  the 
rounds  on  the  Coast  is  that  Griffin 
wants  to  sell  his  Beverly  Hills  manse 
and  move  into  the  penthouse  at  the 
Hilton.  If  the  rumors  seem  to  contra- 
dict each  other,  so  be  it;  we're  just 
reporting  what  we  hear.  Merv's  peo- 
ple say  the  hotel  is  not  for  sale,  but  he 
just  might  sell  the  house. 

No  mystery  about  why  the  rumors 
are  flying.  Resorts  International, 
which  Griffin  led  into  Chapter  11,  is 
expected  to  gain  approval  for  its  reor- 
ganization plan  any  day  now.  Griffin 
is  required  to  contribute  $26  million 
of  equity  to  the  deal,  $15  million  of  it 
due  a  few  weeks  after  the  judge  signs 
off.  That's  a  lot  of  hard  coin,  even  for  a 
reported  centimillionaire. 

Why  did  Lorenzo  bail  out? 

The  recent  surprise  move  by  Frank 
Lorenzo,  who  sold  his  personal  stake 
in  Continental  Airlines  Holdings  (ne 
Texas  Air)  to  Scandinavian  Airlines 
System  and  resigned  as  chief  execu- 
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kive,  was  good  news  to  the  stock  mar- 
ket. Continental  common  rose  39%, 
to  6'/4,  the  day  of  the  announcement. 
Why  did  Lorenzo  pick  this  moment 
to  pull  his  rip  cord?  Could  be  he  was 
getting  more  and  more  worried  about 
the  enormous  liability  Continental 
faces  for  the  pensions  of  its  Eastern 
Air  Lines  subsidiary,  a  liability  that 
threatens  to  wipe  out  Continental 
ihareholders.  Could  be  the  deteriorat- 
ng  condition  of  all  the  airlines,  given 

I  soft  market  and  Saddam-induced  in- 
:reases  in  fuel  prices.  Whatever  the 
eason,  Lorenzo  has  proved  himself  a 
naster  of  selling  before  bad  news  and 
)uying  before  good.  In  late  1986  and 
;arly  1987,  with  the  stock  rising,  he 
iold  86%  of  his  directly  owned  shares 
•or  $11.3  million,  at  an  average  price 

)f  $33.74.  After  that,  the  shares  fell 
md  never  recovered.  This  spring  he 
licked  up  22,500  shares  at  an  average 
)f  $5.50  each,  selling  them  to  sas  ear- 
y  last  month  for  nearly  three  times 
hat.— William  P.  Barrett 

■omier  airlme  boss  Frcuik  l.oroizo 

I I  master  of  stock  market  timing. 


wmFmsmammm 


ick  White,  president  of  the  San  Die- 
o-based  discount  brokerage  that 
ears  his  name,  has  a  bright  idea  for 
ivestors  to  dodge  the  sales  charge  on 
Dad  funds  held  through  a  brokerage 
ouse.  White  is  trying  to  put  together 
secondary  market  for  trading  in  load 
inds.  It  would  work  like  this:  If  you 
/anted  to  buy  one  of  the  Templeton 
inds,  which  charge  an  8.5%  load, 
ou  would  be  matched  up  with  some- 
ne  who  wanted  to  sell  that  fund, 
i^hite  would  pocket  a  commission 
ach  way,  but,  at  his  discount  rates,  it 
/^ould  be  a  fraction  of  the  regular 
harge.  The  theory  isn't  working  in 
ractice  because  White  doesn't  yet 
ave  the  customer  base  to  keep  the 
rades  flowing.  Given  time,  though,  it 
light  catch  on. — Christopher  Palmeri 
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fen  years  ago 
you  whispered 

your  vows. 

This  anniversary 

shout  them. 
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The  Diamond  Anniversary  Band. 
Thisyear,teU  heryouU  marry  her  all  over  again. 


A  diamond  is  breva: 


Suggestrd  retail  price  for  nngs  $l,49.'i$4.500.  For  more  information.  caJI  K(X)  (i1/(HH2 


KAY 

jB  RC»iNSON 

I     )      v\     I      1      i:     K     S 

The  diamond  people® 


ADVICE  AND  DISSENT 

They're  contentious  and  contagious.  Ihev're 
the  McLaughlin  Group,  (clockwise  from  left)  Jack 
Germond,  Eleanor  Clift,  John  McLaughlin,  Fred  Barnes, 
Morton  Kondrackc,  and  Pat  Buchanan. 

Made  possible  by  a  grant  from  GE. 

THE  Mclaughlin  group 

Check  your  local  listing  for  station  and  time. 


We  bring  good  things  to  life. 
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Before 
m  build, 
read  this. 


Be  sure  you  consider  all  the 
options  and  avoid  potential  pit- 
falls when  you  build  your  next 
business  facility.  VP  will  send 
you  free  this  valuable  and  com- 
prehensive planning  guide, 
"Building  Methods  Compared',' 
including  a  special  planning 
worksheet.  To  receive  yours,  just 
fill  out  the  coupon  below  or  call 
toll  free  1-800-238-3246. 


V^ 


VARCO-PRUDEN 
BUILDINGS 

AMCA 
INTERNATIONAL 


Built  On  Superior  Service 


Free!  "Building  Methods  Compared" 
including  the  planning  worksheet 
Mail  to:  Varco-Pruden  Response  Center 
P  0.  Box  3900 
Peoria,  IL  61614 

COMPAt^Y: 


YOUR 
NAME: 

TITLE: 


V 


ADDRESS: . 


CITY: 


STATE: . 


.ZIP: 


PHONE:  (_ 

I     (3) 
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Readers  Say 


Woman  in  chains 


Sir:  At  a  time  when  violence  directed 
against  women  is  on  the  rise,  this 
August  6  cover  is  irresponsible.  Sure- 
ly a  different  picture  could  have  been 
found  which  had  more  than  just  a 
tenuous  connection  to  an  article 
about  bondmailers. 
— 7".  Lursun 
Broomjield.  Colo 


The  ultimate  solution 

Sir:  Re  "The  ultimate  weapon?"  (////)' 
9/  The  Soviets  need  dollars.  The  Sovi- 
ets have  a  lot  of  advanced  submarines. 
We  are  spending  a  lot  of  dollars  to 
build  submarines  to  keep  up  with  the 
Soviets.  Why  not  buy  submarines 
from  the  Soviets  for  dollars,  then  fill 
them  with  cement  and  sink  them?  We 
could  cut  $20  billion  off  our  subma- 
rine program  and  be  in  the  same  rela- 
tive position. 
— Daniel  L.  Milligan 
Springfield,  III 


Stating  the  obvious 

Sir:  Re  your  quotation  from  "It  Was 
on  Fire  When  I  Lay  Down  on  It"  (Other 
Commetits,  June  25).  Robert  Fulghum 
states,  "The  moon  is  moving  away 
from  the  earth  because  gravity  is  de- 
creasing. ..."  The  moon  does  indeed 
move  a  few  inches  away  from  the 
earth  every  year,  but  it  is  not  because 
of  any  diminution  of  the  gravitational 
force.  It  is  due  to  the  principle  of  con- 
servation of  angular  momentum.  Be- 
cause the  earth  has  a  molten  core, 
friction  between  the  spinning  earth 


and  its  semiliquid  center  causes  ou 
planet's  rotation  to  slow  down  ever  st'' 
slightly,  resulting  in  a  loss  of  angula 
momentum.  The  distance  betweei 
the  earth  and  the  orbiting  moon  in 
creases  slightly  to  offset  this  decrease 
and  the  angular  momentum  of  th^ 
earth-moon  system  is  conserved. 

Such  simplistic  errors  as  "gravity  i 
decreasing"  appear  all  too  frequentb 
in  the  media. 
— I'eter  EricL'son 
I'roc/orsrille.  Vt. 


k 


Inner  city  spending 

Sir:  Re  Fact  and  Comment  (July 
Reducing  the  number  of  taxpayers  ii 
the  inner  cities  as  implied  by  th 
Kemp  proposals  would  be  a  prescrip 
tion  for  more  out-of-control  federa 
spending  and  additional  costly  fedei 
ally  mandated  business  expenditures 
— Ronald  L  I'romhoin 
Chicago,  III 


m 

Wrong  Federalist 

Sir:  Thanks  for  the  quote  about  th 
need  for  a  government  that  can  con  "? 
trol  the  governed  yet  also  control  it    . 
self  (Thoughts  on  the  Business  of  Lift  y 
Aug.  6).  The  thought  (from  Federalis  i 
Paper  Number  5 1 )  should  have  bee: 
attributed  to  James  Madison  rathe^ 
than  Alexander  Hamilton. 
— Dan  Stichman 
Lancaster,  Calif. 


le 


Down  with  patronage 

Sir:  Re  your  Fact  and  Comment  (Aui 
6).  Do  you  really  believe  patronag 
people  like  Samuel  Pierce  improve 
the  effectiveness  of  the  Reagan  Ac 
ministration?  Voters  alone  can  n 
longer  control  the  sleaze  element  i: 
politics  because  of  the  way  incu 
bents  have  entrenched  themselv 
with  the  distorted  distribution 
electoral  funds.  We  need  all  the  hel 
we  can  get  from  the  courts. 
— :/.  Curtis  Coombs 
Colorado  Springs,  Colo. 


Who  cleans  up? 

Sir:  Re  your  July  9  Fact  and  Con 
ment.  The  issue  of  environment! 
cleanup  liability  deserves  attentioi 
However,  I  am  concerned  that  Han 
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Greenberg's  proposal  to  create  a  new 
fund  is  a  "home  run"  for  the  insur- 
ance industry — not  for  the  environ- 
ment. Coverage  for  environmental  ac- 
tions is  clearly  within  the  general  li- 
ability      provisions       of       existing 
insurance  policies.  The  proposed  fund 
would  shift  to  future  policyholders 
the  obligations  of  insurance  compa- 
nies to  indemnify  past  policyholders. 
—Robert  H.  Malott 
Chairman 
FMC  Corp. 
Chicago,  III. 


■Plan  to  lose 

Sir:  Your  article  about  Venita  Van- 
,Caspel  ("Inviting  the  cat  to  take  care 
>f  the  canaries,  "/""t-  25]  was  right  on 
:arget.  My  friend  was  devoured  by  her 
personal  financial  planning  to  the 
une  of  $1  million  in  losses.  To  say 
>he  made  a  difference  in  his  life  is  an 
inderstatement. 
—Alicia  P.  Owen 
kin  Antonio,  Tex. 


)uty  bound 

>ir:  Public  pension  funds  are  not  as 
ubject  to  political  pressures  as  you 
uggest  (Fact  and  Comment,  June  25) 
hey  are  governed  by  the  strictest 
tandard  known  to  our  legal  system, 
iduciary  duty.  Most  efforts  to  dilute 
hat  duty  have  come  from  corporate 
lanagers,  hardly  ever  from  those 
oping  to  pursue  a  political  initiative, 
he  substantive  limitations  on  the 
bareholder  agenda  and  the  fiduciary 
tandard  make  the  institutional  in- 
estors  ideal  watchdogs  for  watching 
lanagement. 
-Nell  Minow 
eneral  Counsel 

jstitutional  Shareholder  Services,  Inc. 
'ashington,  DC. 


icui 


nifar  style 

r:  Alan  Reynolds'  column  (July  9) 
oups  auto  companies  by  the  country 
here  facilities  and  subcontractors 
'-  •"  'e  located  to  show  the  strength  of  the 
.S.  automotive  industry.  The  indus- 
/  is  more  usefully  divided  along 
lilosophical  lines.  One  style  is  char- 
terized  by  long-term  planning, 
oduct  quality,  good  employee  rela- 
ms  and  good  service.  The  other  is 
laracterized  by  poor  and  combative 
iployee  relations,  short-term  profits 
d  a  low  emphasis  on  quality. 
Jeffery  B.  Cross 
>enix,  Ariz. 
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THERE  ARE  A  MILLION  THINGS  TO  DO 

ON  THE  MONTEREY  PENINSULA  BESIDES 

PLAY  GOLF. 


YEAH,  RIGHT 


THE  RESORTS  OF  PEBBLE  BEACH. 

THE  LODGE  AT  PEBBLE  BEACH  THE  INN  AT  SPANISH  BAY  1.800,654.9300. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

i  By  N lalcolm  S.  Forbes  Jr.,  Hditor-iii-Chief 


SADDAM  HUSSEIN'S  ONLY  HOPE  FOR  SALVATION 


s  a  long,  drawn-out  stalemate  with  the  U.S.;  we  might  then 

ose  patience  and  start  making  concessions  because  of  the 
I  lostages.  We  shouldn't  let  this  thug  dictate  the  terms  of  the 

howdown.  We  should  seriously  consider  massive  air 
itrikes  against  his  air  force  and  particularly  his  poison- 

hemical-laden  missiles.  If  he  starts  sending  troops  to 
lordan  as  a  means  of  provoking  Israel,  we  should  air  attack 
Ihose  columns  immediately  in  the  name  of  defending 
lordan's  integrity.  Saddam  Hussein  then  wouldn't  be  able 


to  portray  his  aggression  as  a  crusade  against  [erusalem. 

We  should  broadcast  messages  to  Iraqi  army  and  police 
officers  that  they  will  suffer  severely  for  any  harm  that 
befalls  U.S.  or  other  nationals  in  their  midst.  We  should 
remind  them  of  our  war  criminal  trials  in  Germany  and 
Japan  after  World  War  II  and  that  a  number  of  those 
convicted  went  to  the  gallows.  They  might  think  twice 
about  jeopardizing  their  necks  as  they  realize  that  this  is  a 
showdown  they  are  doomed  to  lose. 


A  REAL  FRIEND 

The  Persian  Gulf  provides  a  vivid  reminder  of  the  impor-     secular;   no  Ayatollah  politics,  here.   Ankara   has   made 
lance  of  Turkey  as  an  ally.  This  NATO  member  borders     impressive  progress  since   1980  when  the  army  briefly 


lireece,    the   Soviet    Union,    Bulgaria, 

yria,  Iran  and  Iraq.  Only  Turkish  coop- 
jration  will  make  the  embargo  against 
Iraq  work.  Turkey  has  been  short- 
Ihanged  over  the  years  in  both  military 
Ind  economic  aid.  Its  application  to 
Jain  the  European  Community  has 
|een  sidetracked. 

The  U.S.  should  start  treating  Tur- 
ley  with  the  respect  it  deserves,  and 

urope  should  welcome  it  to  the  fold, 
liter  all,  this  country  provides  an  extraordinarily  helpful 
liodel  for  the  vital  Middle  East.  Turkey  is  Moslem  but 


\1SI'  cDul MSI-  Jr.  inlh  J itii'Lsh  Iccu/o 
Ozcil  at  Forbes'  offices.  /9<S'5 


seized  power  because  Turkey  was  in 
the  midst  of  a  raging  war  against 
terrorists  lavishly  financed  by  the 
Kremlin  via  Bulgaria.  When  order  was 
restored,  the  troops  went  back  to  the 
barracks. 

Feisty  President  Turgut  Ozal  is  pro- 
Western,  pro-free  market.  He's  proven 
his  courage  again  in  joining  us  against 
Iraq,  which  is  one  of  Turkey's  major 
trading  partners.  By  working  with  Tur- 
key, we  can  show  still  politically  backward  Mideast  na- 
tions the  true  path  to  take  politically  and  economically. 


HOW  LONG  WILL  CONGRESS  REMEMBER? 


The  Iraq  crisis  underscores  the  need  for  us  to  maintain 
ur  military  muscle,  not  as  much  as  before  the  Cold  War 
resumably  ended,  but  far  more  than  Congress  seems  to 
link.  That  Moscow  is  not  stirring  up  trouble  or  taking 
ivantage  of  trouble  spots  doesn't  mean  the  world  is  safe 
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and  secure.  Conflicts  among  and  within  countries  will 
continue.  Saddam  Hussein-like  thugs  will  try  to  shake 
down  others.  Like  a  good  lawn,  security  and  peaceful 
commerce  among  nations  don't  just  happen,  they  must 
be  cultivated  and  maintained,  and  the  U.S.  is  the  only 
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country  capable  of  doing  that. 

The  world  has  united  in  condemning  Iraq,  but  this  unity 
would  not  have  taken  place  without  the  vigorous  lead  of 
the  U.S.  And  our  lead  would  not  have  been  effective 
without  military  power.  In  recent  weeks  Congress  muti- 
lated our  defense  program,  slashing  the  Strategic  Defense 
kiitiative,  the  MX  missile  and  other  programs. 

A  growing  number  of  countries  in  coming  years  will  be 
able  to  build  ballistic  missiles  that  can  reach  the  U.S. 
Building  the  Bomb  is  becoming  easier.  Thus  our  need  for 


an  effective  defense  against  incoming  missiles  is  great( 
than  ever.  A  Qaddafi  or  a  Hussein  or  a  similar  despc 
would  be  less  inhibited  about  launching  a  rocket  to  th 
U.S.  than  would  the  Kremlin. 

Even  after  Iraq  invaded  Kuwait,  the  Senate  passed  a 
amendment  barring  the  Pentagon  from  doing  research  o 
developing  small  rockets  that  could  destroy  incomin 
missiles.  The  President  will  have  his  hands  full  keepir 
Congress  responsible  on  defense.  The  isolationist  strea 
there  grows  stronger. 


WHAT  IS  AMAZING 


about  the  rise  in  the  price  of  oil  is  how  little  it  rose. 

With  the  possibility  that  almost  half  the  globe's  petro- 
leum could  come  off  the  market,  the  spot  price  peak  of  $28 
is  extraordinarily  small.  Remember,  until  1985,  oil  rou- 


tinely sold  above  $30  a  barrel.  And  it  quadrupled  after  th 
Arab-Israch  War  of  1973. 

When  this  crisis  ends,  oil  prices  will  rapidly  fall  to 
rangeof  $15  to$20. 


EVERYONE  AN  ARTIST 

Sony's  new  Sketch  Pad  is  a  toy  parents  will  love.  Kids 
can  now  draw  and  paint  electronically.  The  gizmo  at- 
taches to  the  television  set  and  you  instantly  see  your 
handiwork.  The  colors  are  dazzling.  It's  an  ideal  outlet  for 
kids'  artistic  side — no  water,  no  paints,  no  mess.  Grown- 
ups also  will  find  it  hard  to  resist. 

The  only  thing  Sony  needs  now  is  a  printer  that  would 
reproduce  on  paper  what  you  produce  on  the  TV,  although 
you  are  able  to  record  these  "masterpieces"  on  videotape. 


STARK 

California  Congressman  Pete  Stark,  who  is  white,  recent- 
ly said  of  Health  &.  Human  Ser- 
vices Secretary  Louis  Sullivan, 
"[He]  comes  as  close  to  being  a 
disgrace  to  his  profession  and  his 
race  as  anybody  I  have  seen  in  the 
Cabinet."  Sullivan  opposes  Stark's 
pet  ideas  on  health  care  and  abor- 
tion. One  would  have  thought  this 
patronizing  attitude  of  an  individ- 
ual black's  being  a  credit  or  discred- 
it to  his  race  would  have  gone  out 


Starlc: 

discredit  to  Congress 


RACIST 

decades  ago.  What  makes  Stark  think  that  blacks  shouL 
have  monolithic  views  on  issues 
The  Secretary's  respdnse  wa 
pointed  and  apt:  "I  don't  live  o: 
Pete  Stark's  plantation." 

As  long  as  loudmouthed  lout 
like  Stark  hold  high  office,  Martii 
Luther  King  Jr.'s  dream  that  som 
day  people  "will  not  be  judged  b; 
the  color  of  their  skin  but  by  th^ 
content  of  their  character"  wil 
not  be  realized. 


Sullivan: 

forceful  thinker 


FORGOTTEN  WAR  REMEMBERED 


With  simple,  straightforward  language, 
James  Brady's  77je  Coldest  War  (Orion  Books, 
$19.95)  recreates  what  it  was  like  for  an 
American  (in  this  case,  a  new  lieutenant  in 
the  legendary  First  Marine  Division)  fighting 
in  Korea  during  the  conflict's  "static"  period. 
(There  was  nasty  combat,  but,  as  in  World 
War  I,  the  lines  didn't  much  change.)  What 
makes  this  book  compelling  and  credible  is 


big-think  philosophizing  about  war.  Brady  i 
candid,    but    doesn't    make    a    point    of    hi 
candor.  His  cool  style  makes  this  first  hoP 
war  of  the  Cold  War  come  to  life,  particularl 
during  Korea's  Russian-like  winter. 

Subsequent  to  his  service  in  the  Korea: 
conflict,  Brady  went  on  to  a  dazzling  career  a. 
writer,  editor,  novelist,  critic  and  TV  com 
mentator.  But  this  short,  powerful  memoi 


I 


its  lack  of  embellishment,  bravado,  overdescription  or     will  be  what  he  is  most  remembered  for. 
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We've  been  coming  here  since  we 

first  got  married.  Back  tften, 

we  wouldn't  even  bring  a  tent. 

We'd  just  spread  out  our  sleeping 

bags,  look  up  at  the  stars  and 
plan  our  fixture  until  we  fell  asleep. 

That  was  two  children  ago. 
Then,  one  night  last  summer,  our 

son  Jimmy  got  out  his  sleeping 

bag,  dragged  it  over  to  the  clearing, 

curled  up  and  fell  asleep. 

It  was  a  beautiful  night,  so  we 

all  pulled  out  our  bags  and 

joined  him.  Just  spent  the  night 

under  the  stars  together. 

Reminded  me  of  old  times. 


L.  L.  Bean. 

For  the  outdoors  inside  each  of  us. 


i 
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For  78  years,  L.  L.  Bean  has  offered  durable,  practical  products  for  men  and  women  who  love  the  outdoors. 

Our  catalog  indudes  active  and  casual  apparel,  footwear,  equipment  and  accessories. 

All  fully  guaranteed  and  honestly  priced.  If  you'd  like  a  copy,  please  call  1-800-548-4304  anytime. 
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Ten  of  Europe's  toughest  critics  awarded  wyse  their  top  pri 
Over  3  miiiion  even  tougher  critics  awarded  us  their  husini 


The  Wyse  Model  3225,  winner  of 
Europe's  CeBIT  award  for  design 
excellence.  Novell  certified  as 
a  network  server,  tfiis  25  mega- 
t)erti  386  runs  today's  demand- 
ing business  software  witti  brisk 
efficiency. 


ym 


^<MU- 


'Source;  IDC  1989  Terminal  Census 

WYSE  is  a  registered  trademark  and  Model  3225  is  a  trademark  of 
Wyse  Technology  Inc.  All  other  trademarks  are  property  ot  their 
respective  owners.  <>  1990,  Wyse  Technology  Inc. 


he  world's  largest  computer  exposition  is 
eBIT,  held  in  Hannover,  Germany.  It  is  the 
remier  international  showcase  tor  the 
itest  and  finest  computer  products  from 
'ound  the  world.  And  in  1990,  the  Euro- 
san  computer  experts  who  judge  at  CeBIT 
varded  their  top  ||iHill]i|[l|hM[|i||h[[| 
onor  for  design  excellence  to  a  Wyse 


"srsonal  computer,  our  Model  3225. 
IJjevera!  PC  brands  are  better  known  than 
'yse  to  the  world  at  large.  But  it  isn't  par- 
cularly  surprising  that  one  of  ours  was 
elected  for  this  prestigious  award.  Wyse 
3sign  expertise  has  been  winning  a  fol- 
ding among  computer  professionals  for 
sarly  a  decade.  And  today,  we  have  an 
stalled  base  of  over  3,000,000  terminals 
id  personal  computers.  Our  design  goal 
ways  is  to  add  value. The  ingenious  design 

our  terminals,  for  example,  gives  them 
ore  features,  styling  and  ergonomics 
an  the  competition.  For  less  money.  As 
result,  Wyse  is  the  largest  independent 
aker  of  computer  terminals)  Similarly, 
jr  new  family  of  UNIX  multiprocessor 
stems  offers  better  price/performance 
tiosthan  any  similar  line.  Plus  the  invest- 
ent  protection'of  expandability.  You'll 
id  such  value  reflected  throughout  our 
mily  of  PCs,  as  well.  All  are  extensions 

the  design  philosophy  and  capability 
)nored  by  the  CeBIT  judges.  To  learn 
ore  about  their  winning  ways,  just  call 

00-438-9973. 


WYSE 


1 800  CEI WVSE 


Other  Comments 


He's  No  Nebuchadnezzar 

clues  to  Saddam  Hussein's  ambi- 
tion are  everywhere,  but  they  are  clear- 
est in  the  ancient  city  of  Babylon. 
There  Saddam  has  ordered  a  multi- 
million-dollar restoration  project  and 
hopes  to  someday  recreate  the  city's 
hanging  gardens,  once  one  of  the 
world's  seven  wonders.  Ancient  in- 
scriptions hailing  Nebuchadnezzar  as 
"King  of  Babylon  from  far  sea  to  far 
sea"  (an  area  that  covers  the  modem 
states  of  Iraq,  Kuwait,  Syria,  Jordan  and 
Israel)  lie  beside  new  ones  boasting: 
"Rebuilt  in  the  era  of  Saddam  Hus- 
sein." The  overall  effect,  however, 
falls  short  of  Saddam's  grand  vision. 
"Disneyland  without  Mickey  Mouse, " 
snorted  a  Western  archeologist. 

— Newsweek 


Man  Cant  Live  by  Oil  Alone 

U.S.  officials  said  that  cutting  off 
food  exports  to  Iraq  may  prove  an  effec- 
tive means  of  putting  pressure  on  Mr. 
Hussein.  The  U.S.  and  Europe  provide 
most  of  Iraq's  imported  foodstuffs,  and 
they  have  cut  off  such  shipments. 
Iraq's  allies  don't  produce  enough  food 
for  their  own  people,  so  should  such  a 
food  embargo  hold  up,  U.S.  estimates 
indicate  that  Iraqi  citizens  could  begin 
experiencing  shortages  of  basic  food 
commodities,  such  as  bread  and  rice,  as 
early  as  October.  "It  looks  like  Octo- 
ber-November would  be  a  difficult 
time;  there  will  start  being  some  pres- 


sures," said  |ohn  Parker,  an  analyst  for 
the  U.S.  Agriculture  Department.  And 
judging  from  their  apparent  lack  of 
preparation  for  a  possible  cut-off  of 
imports,  he  added,  "  I  don't  think  they 
realized  how  dependent  they  were." 
— John  Fialka  and  Gerald  Seib, 
Wall  Street  Journal 

The  Freedom  To  Think 

Dr.  Louis  Sullivan's  [Secretary  of 
Health  and  Human  Services]  offense 
is  independent  thinking.  He  has  re- 
cently been  giving  thoughtful  speech- 
es on  health  and  social  issues  that 
don't  comport  with  the  liberal  stereo- 
type of  how  a  black  public  official 
should  act.  Unlike  many  black  lead- 
ers (for  instance],  he's  bravely  at- 
tacked black  nationalist  Louis  Farra- 
khan  for  "anti-Semitic  rhetoric"  that 
IS  "shameful,  outrageous  and  stupid." 
— Wall  Street  Journal  editorial 

*  X-  * 

Rep.  Pete  Stark  should  not  have 
raised  the  question  of  Sullivan's  race 
because  it  is  irrelevant  and,  in  this 
context,  insulting.  The  notion  that 
skin  color,  religion,  ethnic  origin  or  sex 
obliges  a  person  to  hold  particular  ideas 
is  as  hurtful  as  any  other  racist  idea. 

— Los  Angeles  Times 

*  *  * 
"Congressman  Stark  thinks  I  am 

not  a  'good  Negro.'  Well,  let  me  tell 
all  the  Pete  Starks  wherever  they  are, 
this  is  not  the  1890s,  this  is  the  1990s. 


SOJISS  ARW  6ARD€KJ  TQOU 


And  none  of  us  can  afford  to  have  an;! 

more  'good  Negroes.'  No,  this  is  , 

time   for   independent    thinking   fo 

blacks  and  for  all  minorities."  i 

— Louis  Sullivan,  Secretary! 

Health  &.  Human  Services,  ii 

the  Washington  Pos 

Smart  Wife 

Justice  William  J.  Brennan  believe 
the  Constitution  begins  at  home,  in 
eluding  his  own  home.  When  his  wif 
teases  him  about  what  she  consider 
his  overly  liberal  views  and  tel 
friends  that  she  votes  Republican,  Jui 
tice  Brennan  responds  that  he  strongi 
defends  her  First  Amendment  rights 
— Martin  Tolchin,  New  York  Time 


I 


To  put  on  the  garment 
of  legitimacy  is  the 
Jtrst  aim.  of  every  coup. 

— Barbara  Tuchman,  A  Distant  Mint 


24 


Long-Distance  Expertise   l 

Several  days  after  the  [1986  U.5 
bombing  of  Libya],  we  had  the  fligl:  ||| 
leaders  from  the  Air  Force  and  the  Nav 
flown  to  the  Pentagon  for  debriefinj  r,. 
The  Air  Force  Flight  Leader  told  us  thi  ^' 
because  of  the  requirement  to  mair  ^ 
tain  radio  silence  for  the  entire  missio  ^ 
out  of  England  (14  hours  en  route  th  L 
Mediterranean),  he  had  no  way  of  tel  W 
ing  if  the  mission  would  succeed.  H 
made  his  final  turn  to  begin  his  attac  ill' 
route  into  Libya,  when  suddenly  off  t  i 
his  left  he  saw  a  Navy  carrier-base  Dl 
aircraft  fire  a  Harm  missile  to  suppres 
the  Libyan  radar  and  missile  sites.  Fc 
the  first  time  he  felt  very  confident  i 
the  success  of  the  mission.  The  spli 
second  timing  of  these  two  super 
forces,  staged  from  thousands  of  mile 
apart,  was  absolutely  essential  to  th 
overall  success  of  the  action.  .  .  . 

After  a  short  time,  a  great  number  ( 
people,  including  many  government 
were  delighted  that  someone  was  ab] 
to  teach  Qaddafi  a  lesson;  and  his  n 
suiting  silence  and,  indeed,  virtual  di; 
appearance  indicated  very  clearly  th; 
the  lesson  had  been  taught  and  learner 
— Fighting  for  Peac 
by  Caspar  W.  Weinberg( 

Truth  in  Advertising 

Sign  spotted  in  an  area  store:  "It  h; 
now  been  proven  beyond  any  reasoi 
able  doubt  that  smoking  is  the  leadii 
cause  of  statistics." 

— "Jab's  Gab 
Benton  County  (Mo.)  Enterprii 
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HEN  you  first  handle  a  Patek  Philippe,  you  become 
aware  that  this  is  a  watch  of  rare  perfection. 
;;Ve  know  the  feeling  well.  We  experience  a  sense  of 
!j)ride  every  time  a  Patek  Philippe  leaves  the  hands  of 
^.!)ur  craftsmen.  For  us  it  lasts  a  moment  —  for  you, 


?i  lifetime. 

"Ve  made  this  watch  for 

■ou  —  to  be  part  of  your 

fe  —  because  this  is  the 
"/ay  we've  always  made 

j/atches. 

; 'Vnd  if  we  may  draw  a  con- 
clusion from  five  genera- 
gons  of  experience,  it  will 
je  this:  a  Patek  Philippe 
ioesn't  just  tell  you  the 
^me,  it  tells  you  something 
Sbout  yourself. 


Foi 
at 
A 
.peill 


jer 

eni 

lidii 
,thi 

iiiii 


:asoi 


PATEK  PHIUPPE 

GENEVE 


For  current  informative  brochures  please  write  to: 
Patek  Philippe.  10  Rockefeller  Plaza,  Suite  629  |F),  New  York.  NY  10020. 
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ff  this  is  how  your 
customers  are  paying, 
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Is  your  business  paying  too  high  a  discount 
rate  for  the  "privilege"  of  accepting  American 
Express?  Now  the  Visa  Profit  Improvement 
Calculator  can  help  you  quickly  determine 
how  much  more  profitable  your  business  could 
be  while  providing  you  with  simple  steps  to 
help  you  turn  a  bigger  profit. 

Call  the  toll-free  number  above  to  receive 
your  free  copy  of  the  Profit  Improvement 
Calculator  It  will  show  you  how  much  it's 


really  costing  you  to  accept  American  Express, 
And  along  with  the  calculator,  we'll  include 
some  no-nonsense  strategies  for  improving 
your  overall  profit. 

One  obvious  strategy  is  to  shift  your  Amer 
ican  Express  transactions  to  more  profitable 
payment  options,  including  Visa.  You'll  learn 
how  to  do  this  without  jeopardizing  sales  vol- 
ume. Another  strategy  is  to  negotiate  a  lower 
discount  rate  from  American  Express.  We'll 


car 


can  800-VISA-5IL 

and  well  showyou  how 
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Profit  Improvement  Calculator 
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give  you  solid  facts  you  can  use  in  these  nego- 
tiations—facts that  make  American  Express's 
higher  discount  rate  hard  to  justify 

For  example,  did  you  know  American 
Express  has  only  one-fifth  as  many  cardhold- 
ers as  Visa— and  only  half  as  many  cardhold- 
ers with  household  incomes  over  $50,000? 
Or  that  most  American  Express  cardholders 
carry  a  Visa  card  they  could  use  instead, 
increasing  your  profits?  Have  you  calculated 


the  cost  of  waiting  longer  for  American  Ex- 
press to  pay  for  your  sales  drafts?  Our  Profit 
Improvement  Calculator  will  help  you  turn 
these  facts  to  your  advantage. 

Remember,  other  merchants— perhaps 
your  competitors— will  soon  be  calculating 
their  new  profits.  Don't  miss  your  turn.  Call 
Visaat800-VISA-511. 
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Shod 

NeckweJ 

Ready-to-We^ 

Briefcase 

Small  Leather  Good 


BALLY 


Macy's,  Herald  Square,  San  Francisc 
Nordstrom,  Selected  Stor^ 

For  free  brochure  writi 
Raoul,  One  Bally  Plac 
.     New  Rochelle,  New  York,  1080 


Commentary 

on  Events  at  Home  and  Abroad 

By  CasparVV.  Weinberger,  Publisher 


! 


THE  MILITARY  OPTION 

Every   discussion^whether  on   TV,    radio   or   in   the  reserves,  and  he  is  immune  to  world  opinion.  His  use  of 

press — about  Iraq  and  Kuwait  inevitably  comes  to  the  poison  gas — his  military  possesses  a  good-size  stock — 

question  of  the  "military  option."  Rarely  does  anyone  ask  against  Kurdish  villagers  is  thoroughly  documented, 

the  most  crucial  question:  What  is  the  cost  to  the  U.S.  and  There  is  a  story,  also  well  authenticated,  that  illustrates 

the  world  of  not  considering,  and  possibly  not  using,  any  what  we  are  dealing  with.  In  a  meeting  with  his  generals 

and  all  options  open  to  us,  including  a  military  option?  during  the  Iran-Iraq  war,  Hussein  criticized  one  of  them 

Of  course,  before  we  have  to  use  the  military  force  we  who  he  felt  had  not  held  his  position  against  Iranian 

are  deploying,  we  can  hope  the  economic  sanctions  en-  attacks.  In  the  midst  of  the  general's  explanations,  Saddam 

acted  by  the  United  Nations  will  work.  This  could  be  very  Hussein  pulled  out  his  revolver  and  shot  the  officer  dead, 

effective,  although  economic  boycotts  rarely  are.  What  would  stop  such  a  man?  Only  the  knowledge  that 

Iraq's  civilian  economy  cannot  absorb  the  million-man  he  faced  strong  forces  determined  not  to  let  him  have  his 
.military  Saddam  Hussein  built  up 


jwith  the  billions  given  him  by  Ku- 
wait, along  with  Saudi  funds,  during 
the  Iran  war  (no  kind  deed  goes  un- 
pvmished!).  Iraq  needs  to  rebuild  its 
shattered  infrastructure  and  to  keep 
irms  and  spare  parts  flowing  to  its 
military.  In  short,  it  needs  to  import 
nany  things.  If  all  the  nations  that 


way.  Iraq's  army  is  large  but  was 
never  able  to  do  more  than  hold  off 
Iran.  It  was  our  successful  protec- 
tion of  Kuwait's  tankers  that  con- 
vinced the  Iranians  they  could  not 
win,  and  they  gave  up. 

The  comparison  with  Hitler  is  in- 
structive. No  one  tried  to  stop  Hitler 
until  it  required  the  mightiest  armies 


The  Saratoga:  headed  for  einbcir^u  duty 

::rade  with  Iraq  maintain  the  boycott,  Iraq  will  be  hurt.  ever  assembled,  although  he  could  have  been  stopped  dead 

Iraq  will  be  hurt  even  more  by   I)  a  naval  block-  and  deposed  when  he  first  entered  the  Rhineland,  if  France 

tde  closing  the  Persian  Gulf  at  the  Strait  of  Hormuz,  and  Britain  had  had  the  will  to  act  then. 

t)  closing  the  6il  pipeline  that  crosses  Turkey  and  the  Saddam  Hussein  has  witnessed  the  eagerness  of  Con- 

d-Mu'ajjlis  pipeline  across  Saudi  Arabia,  and  3)  blocking  gress  to  cut  military  capabilities  to  the  bone.  He  has  seized 

he  Red  Sea  and  eastern  Mediterranean  outlets  from  these  Kuwait,  happy  in  the  belief  that,  with  the  cold  war  over, 

)ipelines.  The  pain  caused  by  such  events  may  even  con-  the  democracies  are  weary  of  unpopular  military  spending 

'ince  the  Iraqis  that  they  cannot  live  with  millions  of  and  will  not  respond  to  his  aggression.  If  he  thinks  nothing 

)arrels  of  unsold  oil  and  little  else.  will  stop  him,  nothing  will.  That  is  why  the  President's 

Of  course,  Iraq  may  well  invade  Saudi  Arabia.  Then  the  decision  to  send  our  forces  to  Saudi  Arabia,  and  the  Saudis' 

Qilitary  option  would  have  to  be  used,  including  air  strikes,  willingness  to  accept  them,  plus  the  formation  of  a  truly 

laval  bombardments  and,  probably,  allied  land  forces.  multinational  force  are  such  welcome  news. 

All  this  could  have  a  heavy  cost.  But  what  is  the  cost  of  The  United  States  and  our  allies  cannot  stand  by  and  see 

ot  being  willing  to  exercise  that  military  option?  the  oilfields  and  our  friends  in  the  Middle  East  controlled 

Saddam  Hussein  is  a  cold,  calculating,  ruthless  man  of  by  Saddam  Hussein.  We  must  regain  some  of  our  military 

mbounded  ambitions  unhampered  by  the  restraints  that  strength,  and  we  must  put  together  a  coalition  of  countries 

ovem  civilized  behavior.  He  has  a  total  dictatorship.  I  that  know  they  can  continue  to  be  free  and  prosperous 

3|iiow  from  a  high  authority  that  Hussein  has  asked  one  only  if  they  are  able  and  willing  to  use  the  military  option. 

:/ho  already  bears  the  title  how  he  should  go  about  becom-  Otherwise,  their  only  option  is  to  accept  and  acquiesce  in 

ig  a  king.  He  was  told,  "It  helps  if  your  father  was  one."  Iraq's  overwhelming  ambitions  and  appetites. 

He  now  controls  about  20%  of  the  world's  known  oil  The  cost  of  inaction  far  exceeds  the  cost  of  action. 
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3:42  a.m.  You're  sleeping.  Suddenly,  your  phone 
line  goes  dead.  Could  be  a  frayed  cable.  Or  even  a 
curious  squirrel. 

Chances  are,  if  you're  a  GTE  customer,  it  won't  be 
broken  long  enough  for  you  to  find  out.  Because  our 


4-Tel  computer  monitoring  system  is  already  id<  oyoi 
lying  the  problem  by  remote  control,  or  dispatcl  upi 
a  GTE  technician  to  the  actual  site  of  the  break  loc 
In  other  words,  we're  fixing  the  problem  bel  Icou 
it  becomes  a  problem. 


II!' 


a      I 


f  o 


X  it    immediately 


lit 

■A 

'.bi 


3  you'll  always  get  a  dial  tone  the  first  time  you 
up  the  receiver.  And  a  ring  each  time  someone 
to  call.  Any  time  of  day.  Or  night, 
f  course  you  might  take  all  this  for  granted 
idy.  After  all,  we're  always  trying  to  get  people 


not  to  notice  us.  You  see  at  GTE,  it's  not  just  com- 
munications we  offer,  it's  solutions.  And  just 
because  there's  a  break  in  your  phone  line  doesn't 
mean  you  have  to  hear  about  it. 
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THE  POWER  IS  ON 


This  is  the  key 

to  one  man's  love  of 

American  values. 


The  key  to  the 
Norman  Rockwell 
Museum  at  Stock- 
bridge,  Massachu- 
setts, home  of  the 
world's  largest  collec- 
tion of  original  works 
by  America's  favorite  illus- 
trator. By  1993,  the  museum 
will  have  opened  a  new 
facility  capable  of 
housing  three  times  as 
many  works. 


This  is  the  key 

to  one  bank's  understanding 

of  American  business. 


In  banking  as  in  art,  it's  not  enough  just  to  love  what 
you  do.  You  also  need  a  thorough  understanding 
of  the  nuances  and  intricacies  involved.  Swiss  Bank 
Corporation  embraces  this  philosophy  in  serving 
American  business. 

When  it  comes  to  handling  your  specific  needs,  our 
depth  of  knowledge  and  special  expertise  in  structur- 
ing transactions  have  made  Swiss  Bank  Corporation 
a  leading  provider  of  commercial  and  merchant 
banking  services  to  major  U.S.  corporations. 
We  are  also  equipped  to  assist  clients  with  interest 
rate  risk  management,  money  market  and  foreign 
exchange  trading,  and  participation  in  the  U.S. 
market  for  precious  metals.  We  ore  also  a  primary 
dealer  in  U.S.  Government  Securities. 
Positioned  in  34  countries  around  the  world  and  on  oil 
the  major  stock  exchanges  from  New  York  to  Tokyo, 
we  are  the  Swiss  bank  with  the  most  international  ex- 
perience and  the  largest  international  network. 
With  over  50  years  in  the  United  States,  Swiss  Bank 
Corporation  has  a  well-founded  understanding  of 
American  business.  Experience  the  confidence  and 
security  that  come  from  working  with  the  triple-A 
rated  bank  that  really  knows  your  needs— and  start 
appreciating  the  true  art  of  banking. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 


The  key  Swiss  bank 


New  York  •  Atlanta 
Los  Angeles  •  Miami 
Toronto    •     Montreal 


Chicago    •    Dallas 
San  Francisco 
Vancouver 


Houston 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


Even  before  dictator 

Hussein,  GNP  was 

stalling 


The  problem  is 

an  already  weak 

dollar 


Has  the  Fed  been 

tighter  even  than 

it  meant  to  be? 


A  nNE  MESS  YOU'VE  GOTTEN  US  INTO,  ALAN 

Knock  at  least  three- tenths  of  a  percentage  point  off  already  weak 
U.S.  economic  growth  as  a  result  of  higher  oil  prices  resulting  from  the 
threatened  Middle  East  conflict.  Knock  off  another  half-point  because 
of  increased  fiscal  tightening  as  an  outcome  of  the  expected  budget 
compromise,  however  shabby  that  will  turn  out  to  be.  And  you  have  a 
recipe  for  a  recession  that  could,  before  its  time,  end  the  longest-ever 
U.S.  peacetime  expansion. 

Odd  as  it  may  sound,  the  prime  culprit  is  not  Saddam  Hussein  of  Iraq, 
or  the  cost  of  the  world's  reaction  to  his  rampage  into  Kuwait.  It  is  the 
excessively  tight  money  policy  of  the  Federal  Reserve  and  its  chair- 
man, Alan  Greenspan,  which  had  already  stalled  growth. 

The  tight  money  policy,  maintained  more  or  less  constantly  since  mid- 
1988,  left  U.S.  gross  national  product  in  the  second  quarter  of  this  year 
growing  only  a  feeble  1.2%.  Recent  revisions  now  show  that  gnp  has 
been  growing  at  well  under  a  2%  rate  since  the  same  quarter  in  1989. 

Sad  to  say,  the  Federal  Reserve  now  has  limited  maneuvering  room 
to  rekindle  growth. 

Inflation  is  not  the  key  problem  for  the  Fed.  Producer  prices,  for 
example,  are  flat  to  down  a  bit,  and  the  price  level  should  rise  only  a 
modest  half  percentage  point  as  a  result  of  $25  crude  oil  prices. 

The  problem  is  the  dollar.  The  Japanese  have  already  edged  up  short- 
term  rates,  and  the  Germans  have  been  hinting  that  they  will  follow 
suit.  If  the  U.S.  cuts  its  rates  by  very  much  at  all,  the  dollar  could  slide 
even  more  than  it  already  has  since  June,  intensifying  market  fears  that 
this  will  feed  future  inflation.  U.S.  long  bond  rates  have  already  started 
up.  And  the  dollar  seems  to  have  lost  pride  of  J)lace  as  a  safe  haven  to 
gold  (now  around  $410  an  ounce,  up  from  $370  in  June). 

Even  Lee  Hoskins,  president  of  the  Cleveland  regional  Fed  and  a 
leading  grinch  on  the  national  policymaking  Open  Market  Commit- 
tee, says  that  the  recent  slowdown  in  money  growth  can't  be  ex- 
plained. To  make  that  worse,  a  technical  oddity  in  the  money  statistics 
suggests  that  the  Fed  has  been  tighter  even  than  it  meant  to  be. 

Since  last  summer,  currency — actual  dollar  bills — has  been  growing  at 
a  7%  to  8%  clip,  much  faster  than  usual,  adding  an  extra  $15  billion  or 
so  in  circulation  in  just  six  or  seven  months.  It's  unlikely  that  Ameri- 
cans have  suddenly  started  to  stuff  their  mattresses  with  greenbacks. 
The  most  likely  explanation  is  that  dollars  have  become  the  currency 
of  choice  in  Eastern  Europe  and  the  Soviet  Union  as  they  long  have 
been  in  Argentina. 

If  this  theory  is  correct,  then  the  money  available  to  pump  the  U.S. 
economy  is  that  much  smaller.  In  fact,  deducting  that  much  pushes 
the  money  supply  below  even  the  Fed's  miserly  target  zone.  No 
wonder,  then,  that  the  U.S.  seems  about  to  get  an  unnecessary  taste  of 
recession. 
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The  Forbes  Index 
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The  Forbes  Index  fell  0.6%  in  the  first  half  of  1990 
Although  the  Index  is  unchanged  for  June,  the  restated] 
April  figure  was  off  0.5%  after  the  Department  of  Com- 
merce revised  downward  the  April  figure  for  personal 
income.  The  Department  of  Commerce  also  revised  the 
May  results  for  manufacturers'  new  orders  and  inventories 
and  the  June  figure  for  new  orders.  The  restated  data  show 
that  new  orders  fell  2.8%  while  inventories  were  off  0.7% 
Although  the  economy  may  be  slowing  down,  bulging 
inventories  should  not  be  a  major  problem. 


other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 
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Index  Components 


The  Forbes  Index  is  a  measure  of  US.  economic  activity 
composed  of  8  equally  weighted  elements  Total  induslnal 
production,  new  claims  for  unemployment  compensation,  the 
cost  of  services  relative  to  all  consumer  prices,  new  housing 
starts,  total  retail  sales,  the  level  of  new  orders  for  durable 
goods  compared  with  manufacturers'  inventories,  personal 
income,  total  consumer  installment  credit. 

To  measure  these  8  elements,  Forbis  monitors  10  series  of 
U.S.  government  data  The  last  14  months'  data  for  each 
series  are  presented  below. 


145 

1  Services     H  Total  indei 

135 
125 

115 

Cons 

all  ur 

jmer  price  indexes  (198^84  average  =  100) 
)an  consumers.  unad|usted  (Dept  of  Labor) 

200 


100 


Manufacturers'  new  orders  and  inventories 

($billions)  seasonally  adjusted  (Dept,  of  Commerce) 


Industrial  production  index  (198/=  lUO; 
seasonally  adjusted  (Federal  Reserve) 


New  housing  starts  (thousands)  privately  owned, 
unad|usted  (Dept.  of  Commerce) 


2850 


2750 


2650 


2550 


Personal  Income  (Sbilhons)  wage  and  salary  disburse- 
ments, seasonally  adjusted  (Dept,  of  Commerce) 


New  unemployinen'.  ci^iiiiis  average  for  month 
(thousands)  seasonally  ad|iisted  (Dept,  of  Labor) 


Retail  sales  (Sbillions) 

seasonally  adfusted  (Dept,  of  Commerce) 


Consumer  installment  credit  ($billions)  total, 
seasonally  adjusted  (Federal  Reserve) 


I  I  I  I  I  I  I  I  I  II  I  II 
MJ  J  ASONDJ  FMAMJ 
1989  1990 


M  J 


M  J 
1989 


J    A    S 


0    N    D   J 
1990 


F    M  A 


MJ    J    ASONDJ     FMAMJ 
1989  1990 


34 


FORBES,  SEPTEMBER  3,  1990 


When  drivers  drirlRN 
car  insurance  rates 


daink  driving  is  one  of 
the  most  serious  cUid  tnigic  sociiil 
pn)blenis  of  our  times.  It  tiikes  a  deviistiUing 
1)/  toll  on  hunicUi  lives.  But  tlie  economic  costs 
iiui  higli  cLs  well. 

Dnink  drivers  ;u'e  inv'olved  in  ncarK' 
40%  of  cill  tiitid  iKillic  cnishes.  And  a.  size-alile 
portion  of  ever\'  insunuice  dolku'  goes  to  pa\'  for 
tiie  diuTKige  tlie\'  do.'lliey  iilso  cost  societ)'  billions 
of  dolku^  a  \'ear  in  lost  piuluctivit)'  ;uid  |)n)|x?it\'. 
Wew:uitt]iem()fftlieix)atl. 

^#at  Allstate 

beencallii'IiLpubkLaten    V^lo  vJUlil^  [JU  1  ICiUt 

tion  to  tlie  clnuik  driving  problem.       As  fai"  iis  we're  concenieclfy  i  k  )t  ei  lougb  ±^ 

can  be  SciidTo  tlicit  end,werediligently  working  witli  lawiiiiikei^to  p^iss  tougber  diiink 
driving  laws.  We  iire  -.ilso  pcoviding  Rinds  '.ind  services  to  Motliers  Ag^iiiist  I  )Rink 
Driving  to  help  tlierri  witli  tlieir  importtUitjnission. 

^'re  lending  a  hiuid  to  tlie  Nation^iKbiTunission  Agiiiiist  I  )Rink  Driving  And,  witli 
government  agencies  cind  various  snorts  orgjuiiziitions,  we've  heljx'd  fomi'IIAM 
(Techniques  for  Effective  Alcohol  Miuicigement)-asking  people  to  tliink  resiioiisibK'  when 
drinking  at  sporting  events.  If  von  cl  like  to  find  out  how  yoircnnget  invoK'al  its  well,  just 
write  to:  Allstate  Consumer  Infomicition  Center,  Riblic  Issue  Dep-artment  Ml  HO.  Box  766(), 
Mount  Prosi^ect,  L  60056-9961.  ^..---^ 

Choosiiig  not  to  drink  and  drive  is  how^yniijSoncill3u:xaiido  sometliing  to  help 
fight  therise  in  insurance  costs.  But  tlial  cilone  wont  solve  tlie  pmblem.  llie  Cc\r  insunuice 
s}^m  is  due  for  a  change.  We're  working  to  s^eeltteoiTir's^^^^Fi^^ 

ar^ty— ^  /IIIStalB 


You're  in  good  hands. 


ill        l| 


WE'RE  COMMnTED  TO  BUILDING  A  CAR  INSURANCE  SYSTEM  E\TRYONE  CAN  IJVE  Wmi. 

€  19411  .VlKute  lrisurjni.i<Vimpjii'.  Nonhhrfjok.  Illinois 
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The  U.S.  is  nearing  the  limits  of  its  ability'  to  move  and  process 
imported  oil.  The  Iraq-Kuwait  crisis  will  only  delay  the  crunch. 


Domestic 
blockaded 


By  William  P.  Barrett 


SADDAM  Hussein's  aggression 
forcibly  reminds  the  American 
people  of  our  increasing  depen- 
dence on  foreign  oil.  But  oil  imports 
continue  to  creep  upward,  rising  this 
summer  to  above  55%  of  total  oil 
supplied  to  the  U.S.  This  leads  to  a 
situation  that  would  have  plagued 
U.S.  oil  users  even  if  Iraq's  tinhorn 
Stalin  had  not  invaded  Kuwait. 

The  long-term  bad  news  is  that 
transportation,  storage  and  refinery 
facilities  along  the  Gulf  of  Mexico — 
already  the  entry  point  for  most  for- 
eign oil — are  now  running  at  or  near 
capacity.  The  U.S.,  in  short,  is  rapidly 
approaching  the  limits  of  its  ability  to 
move  and  process  imported  oil. 

The  invasion  of  Kuwait  will  only 
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delay  the  crunch.  Bottlenecks  are 
likely  to  develop  that  will  reduce  the 
supply  of  gasoline,  heating  oil  and 
other  refined  products  primarily  to 
customers  in  the  Midwest  and  Rocky 
Mountain  states.  Price  increases  will 
almost  certainly  result  from  these 
storage  and  distribution  blockages,  on 
top  of  whatever  happens  to  the  world 
price  of  crude  oil. 

Amoco  Corp.  Chairman  R.M.  Mor- 
row, in  a  little-noticed  April  speech  to 
an  American  Petroleum  Institute  con- 
ference in  Houston,  warned  of  the  in- 
frastructure danger  when  he  noted 
that  there  are  "major  logistical  prob- 
lems facing  the  U.S.  oil  industry" 
from  rising  imports.  Houston's  Mat- 
thew Simmons,  president  of  Sim- 
mons &  Co.  International,  one  of  the 
oil  service  industry's  more  respected 


investment  bankers,  raises  the  same 
specter  in  a  paper  now  circulating 
among  top  Energy  Department  offi 
cials.  It's  entitled  "Our  Upcoming 
Domestic  Embargo?"  Commenting 
before  the  invasion  of  Kuwait,  Sim 
mons  argued  persuasively  that  short- 
ages of  gasoline  and  heating  oil  are 
probable  within  one  year  and  could 
last  for  three  to  five  more. 

Imported  oil  makes  up  the  differ 
ence  between  domestic  needs — which 
have  been  rising  slowly — and  domes 
tic  production — which  has  been  drop 
ping  sharply.  In  1985  U.S.  wells  pro- 
duced 9  million  barrels  a  day,  while  5 
million  barrels  were  imported,  for  a 
total  of  14  million  barrels.  Today  dai- 
ly requirements  are  over  16  million  mtm 
barrels,  but  domestic  production  has 
dropped  to  around  7  million  barrels 
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Imports  have  nearly  doubled,  to  9  mil- 
lion barrels  a  day,  and  at  that  rate  will 
reach  1 1  million  barrels  a  day  within 
three  years. 

Unfortunately,  the  transportation 
and  distribution  system  is  geared  for  a 
far  higher  level  of  domestic  produc- 
tion. It  is  not  really  geared  to  handle 
an  oil  supply  that  is  mostly  imported. 
Most  overworked  right  now  is  the  pe- 
troleum pipeline  network  around  the 
Gulf  of  Mexico,  through  which  will 
come  virtually  all  future  increases  in 
imports.  (East  and  West  Coast  facili- 
ties are  already  at  or  near  capacity  and 
have  very  limited  ability  to  send  oil 
into  the  Midwest.)  From  best  esti- 
mates, northbound  pipelines  with  a 
daily  capacity  of  maybe  4.5  million 
barrels  of  crude  or  refined  product  are 
already  carrying  4  million.  How  will 
an  additional  2  million  barrels  a  day 
be  handled? 

Storage  capacity  for  higher  import 
levels  doesn't  exist,  the  Energy  De- 
partment says.  Refineries  are  another 
problem.  Those  around  the  Gulf  of 
Mexico  are  already  running  at  91%  of 
operable  capacity,  their  highest  level 
in  years,  and  production  is  expected  to 
climb.  Efficiency  improvements  will 
take  time  and  money,  and  new  refin- 
eries are  unlikely,  given  environmen- 
tal regulations.  The  inevitability  is 
that  the  U.S.  will  have  to  import  more 
refined  oil  products  than  it  does  now. 
With  the  infrastructure  squeeze,  this 
will  lead  to  higher  prices  and,  most 
likely,  spot  shortages. 

For  the  first  time  in  years  the  tanker 
situation  is  starting  to  get  tight — no 
small  matter  to  the  U.S.,  which  by 
itself  consumes  25%  of  the  world's  oil 
production.  According  to  reports, 
worldwide  surplus  tanker  capacity 
has  dropped  from  94  million  tons  in 
1985  to  just  3  million  tons  today. 
While  low  by  historical  comparisons, 
tanker  rental  rates  during  that  same 
period  have  quadrupled.  In  the  wake 
of  recent  coUisions,  U.S.  lawmakers 
may  impose  stiffer  safety  or  liability 
requirements  upon  tankers,  further 
squeezing  the  available  supply. 

If  the  U.S.  economy  were  to  slow 
more  than  is  predicted,  the  demand 
Ji  for  imported  oil  would  slow,  offering 
some  breathing  room,  but  that's  scant 
comfort.  Increased  domestic  produc- 
tion would  obviously  help,  but  it  will 
take  years  to  turn  around  a  half-de- 
cade of  serious  decline. 

The  oil  industry  is  not  sitting  by 
idly.  Several  new  Gulf  Coast  pipelines 
ire  on  the  drawing  board.  Some  exist- 
ing pipelines  could  be  switched  from 
01  aatural  gas  to  oil.  But  there  is  a  seri- 
ji  3US  question  as  to  how  fast  new  infra- 
jtructure  can  be  built  and  opened — 
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particularly  so  long  as  environmental- 
ist pressure  groups  find  the  oil  indus- 
try such  an  attractive  target. 

"For  the  foreseeable  future  we  will 
still  be  able  to  buy  a  barrel  of  Arabian 
crude,"  Houston  banker  Matt  Sim- 
mons writes.  "The  difficulty  will  be 
getting  it  delivered  to  Chicago,  Des 


Moines  or  Detroit." 

The  logical  response  to  this  historic 
situation  is  a  revival  of  nuclear  power 
development  to  lessen  the  U.S.  need 
for  imported  petroleum.  But  that  logic 
has  yet  to  be  accepted  by  the  Ameri- 
can people.  The  shoe  is  only  starting 
to  pinch.  ■ 


How  tiny  Harken  Energy  won  some  prom- 
ising Persian  Gulf  exploration  rights  and 
got  the  Bass  brothers  to  help  pay  for  it. 


Fuel  for  fantasy 


By  Toni  Mack 


Fl  Ew  Americans  are  watching 
developments  in  the  Persian 
Gulf  with  more  intense  interest 
than  are  Alan  Quasha  and  Mikel 
Faulkner.  Quasha,  a  New  York  law- 
yer, and  Faulkner,  a  Texas  oilman,  arc 
the  principals  in  little  Harken  Energy 
Corp.,  based  in  Bedford,  Tex. 

Harken  owns  a  gasoline  retailing 
business  in  19  states,  gas  pipelines  in 
Texas  and  Louisiana  and  slightly  few- 
er than  7  million  barrels  of  oil  and  gas 
reserves  in  the  U.S.  But  Harken's 
crown  jewel  lies  in  the  Persian  Gulf. 
Only  this  past  January  the  Arab  island 


nation  of  Bahrain  awarded  Harken  ex- 
ploration rights  to  almost  all  its  off- 
shore acreage.  The  acreage  lies  be- 
tween the  world's  largest  oilfield,  in 
Saudi  Arabia,  and  one  of  the  largest 
natural  gas  fields,  offshore  of  Qatar. 

Bahrain's  strategic  Persian  Gulf  lo- 
cation will  make  the  issue  of  oil  ex- 
ploration somewhat  academic  if  the 
area  turns  into  a  war  zone.  But  when 
peace  comes,  the  Bahrain  exploration 
rights  coul,d  be  immensely  valuable. 
Finding  hydrocarbons  is  no  sure 
thing — it  never  is,  in  exploration — 
but  if  Harken  does,  the  payoff  for  its 
shareholders  could  be  enormous. 
"This  is  an  incredible  deal,  unbcliev- 


Harken  Energ}'  Corp  Chainnari  Alwi  Quasha 

%uck. followed  by  homeworlc  produced  "an  incredible  deal. 
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Hark'ci!  /j/cri^]'  I'rcsiclcnt  Mik'cl  Iciulkficr.  iiilh  tlx'  liahniiiii Jlciii 
Prospecting  near  the  world's  largest  oilfield. 


able  for  this  small  company,"  says 
Charles  Strain,  an  energy  analyst  at 
Houston's  Lovett  Underwood  Neu- 
haus  &  Webb. 

The  deal  caps  quite  a  half-decade  for 
Harken  Chairman  Quasha  and  Presi- 
dent Faulkner,  both  40.  In  1986  the 
pair  was  helping  others  restructure 
distressed  oil  properties;  Harken 
booked  all  of  $4  million  in  revenues 
that  year.  "We  were  in  a  capital-in- 
tense business  without  capital,"  says 
Quasha. 

But  the  duo  proved  adept  at  raising 
capital.  In  1986  Harvard's  endowment 
fund  invested  $7  million  and  began 
spending  more  to  help  Harken  buy 
other  energy-related  assets.  Harvard 
liked  the  pair's  investment  strategy. 
After  several  acquisitions,  revenues 
grew  to  $1.1  billion  in  1989,  and  Har- 
vard now  owns  26%  of  Harken's  com- 
mon on  a  fully  diluted  basis.  Another 
big  investor,  a  Swiss  outfit  controlled 
by  South  Africa's  rich  Rupert  family, 
owns  21%  in  partnership  with  Qua- 
sha's  family.  (Quasha's  father  is  a 
wealthy  lawyer  in  the  Philippines.)  A 
Saudi  investor  holds  another  17%. 

How  did  Harken  win  its  "incredible 
deal"  in  Bahrain?  As  so  often  happens, 
luck  played  a  role.  In  April  1989,  with 
their  existing  oil  production  ebbing, 
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the  Bahraims  wanted  to  find  a  compa- 
ny to  explore  their  offshore  acreage. 
They  turned  to  Michael  Ameen,  66, 
the  American-born  son  of  Arab  immi- 
grants. Ameen  spent  22  years  with 
Aramco  and  13  years  running  Mobil's 
Mideast  operations  before  retiring  in 
1988.  "The  Bahraims  told  me  they 
wanted  a  small  company  for  which 
this  would  be  the  biggest  deal  and  get 
the  fullest  attention,"  says  Ameen.  "I 
didn't  know  any." 

By  coincidence,  ten  minutes  after 
the  Bahrainis'  call,  Ameen  took  a  call 
on  another  matter  from  a  friend.  Little 
Rock  investment  banker  David  Ed- 
wards, who  had  done  work  for  Har- 
ken. Ameen  described  his  problem. 
Edwards  mentioned  Harken. 

Within  a  few  months,  a  Harken  ex- 
ploration team  was  in  Bahrain  to  as- 
sess geologic  data.  Their  first  act, 
though,  was  to  surprise  Bahrain  Na- 
tional Oil  Co.  officials  by  making  a 
three-hour  presentation  on  Bahrain's 
geology.  The  Bahrainis  were  im- 
pressed. "It  was  love  at  first  sight," 
says  Ameen.  In  January  the  company 
signed  a  production-sharing  contract 
with  Bahrain  that  entitles  Harken  to 
an  undisclosed  slice  of  any  oil  and,  in 
some  cases,  gas  found. 

Developing   the    concession,    now 
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that  Harken  had  it,  required  a  lot 
more  capital  than  Harken  had.  Har- 
ken needed  a  partner.  The  deal  was  so 
attractive  that  Harken  could  pick  and 
choose  among  more  than  25  interest- 
ed companies,  including  five  major  oil 
companies.  It  settled  on  Fort  Worth- 
based  Bass  Enterprises  Production 
Co.,  a  mostly  domestic  exploration 
company  owned  by  the  Bass  family 
The  Bahrainis  approved,  liking  the 
idea  of  a  small  company  backed  by  a 
vast  fortune. 

Bass  will  pay  for  the  first  three 
wells,  at  an  estimated  cost  in  the 
neighborhood  of  $25  million;  Bass  can 
then  drop  out  or  pay  for  further  drill 
ing  to  earn  50%  of  Harken's  contract. 
The  first  well  will  be  drilled  on  a  reef 
that  may  signal  the  underground  pres- 
ence of  an  oil  reservoir.  Harken  does 
not  plan  to  drill  until  early  1991,  and 
it  hopes  Saddam  Hussein  will  have 
retreated  into  his  lair  by  then. 

Risks  certainly  remain,  but  Quasha 
and  Faulkner  are  already  planning  to 
split  Harken  into  three  pieces:  gaso- 
line retailing,  natural  gas  pipelines, 
and  exploration  and  contract  drilling. 
The  pipeline  operation,  which  builds 
lines  to  gather  gas  from  a  field's  wells 
and  carry  it  to  a  larger  pipeline,  has 
been  expanding  smartly.  The  gasoline 
unit  operates  stations  in  rural  areas 
where  competition  is  less  fierce,  but 
Its  margins  in  a  volatile  business  can 
be  exceedingly  thin;  the  unit  has  fj\ 
caused  Harken  losses. 

The  split  will  be  accomplished 
through  a  rights  offering.  Under  this 
plan,  Harken  shareholders  will  re- 
ceive rights  to  purchase  shades  in  the 
pipeline  and  gasoline  units,  which 
will  then  be  separately  traded  and  in 
dependently  operated.  The  proceeds, 
more  than  $40  million,  will  be  used  to 
pay  down  debt,  fund  capital  spending 
and  provide  working  capital.  After  the 
offering  Harken  Energy  will  include 
only  exploration  and  contract  drilling. 

Speculating  that  Harken  will  find  a 
huge  field — in  oilmen's  lingo,  an  ele 
phant — is  risky.  Wells  in  other  areas 
offshore  of  Bahrain  have  found  noth 
ing  worth  developing.  Saddam  Hus 
sein  complicates  the  risk. 

Still,  there's  fuel  for  fantasy.  "Other 
companies  that  have  discovered  giant 
fields,"  says  Monte  Swetnam,  presi 
dent  of  Harken's  exploration  unit, 
"have  gone  on  to  become  major  com 
panies  in  this  industry."  At  a  recent 
price  of  $3.13  on  the  New  York  Stock 
Exchange,  Harken's  32.8  million 
shares  have  a  market  capitalization  of 
$102  million.  On  earnings  the  stock  is 
no  bargain,  but  as  a  crapshoot  on  the 
Persian  Gulf,  it  has  some  tantalizing 
potential.  ■ 
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Did  Morgan  Stanleys  play  fair  with  Fort 
Howard's  junkholders?  Morgan  is  mum, 
but  the  evidence  suggests  it  did  not. 


A  sweetheart 
of  a  deal 


D 


By  Phyllis  Berman 
with  Roula  Khalaf 


ID  Morgan  Stanley,  that  par- 
agon of  Wall  Street  righteous- 
ness, stiff  the  junkholders  of 
^ort  Howard  Corp.?  Morgan  Stanley 
efuses  to  talk  about  the  sale  of  some 
)f  the  paper  company's  assets,  but 
evidence  uncovered  by  Forbes  sug- 
;ests  that  Morgan  has  engaged  in  self- 
lealing,  perhaps  at  the  expense  of  the 
unk  bond  holders. 

It  was  a  complex  deal,  and  that's 
lerhaps  why  it  attracted  so  little  at- 
ention,  even  from  the  Fort  Howard 
ank  bond  holders.  But  some  smart 
nalysts  at  Shearson  and  several  other 
Vail  Street  houses  took  one  look  at 
he  deal  and  downgraded  their  recom- 
aendations  on  Fort  Howard  junk 
ends.  Here's  what  happened: 
Fort  Howard  is  a  highly  efficient 
lanufacturer  of  paper  products  such 
s  napkins,  tissues  and  towels.  It  was 
iken  private  in  1988  by  Morgan  at 
ae  height  of  the  leveraged  buyout 
raze  in  a  deal  that  left  the  $  1 .8  billion 
evenues)  company  groaning  under 
3.5  billion  in  debt.  Morgan  and  Mor- 
an's  Leveraged  Equity  Fund  II  took  a 
early  75%  equity  ownership.  Fort 
ioward  thus  joined  other  companies 
1  Morgan's  growing  sideline  of  in- 
ustrial  holdings  run  by  Donald  Bren- 
an  (Forbes,  Feb.  19). 
Fort  Howard  had  bought  Maryland 
up  in  1983  and  Lily  TuUp  in  1986, 
len  merged  the  two  producers  of  dis- 
osable  paper  and  plastic  cups  under 
le  name  of  Fort  Howard  Cup. 
Maryland  Cup  was  the  premier 
)mpany  in  the  industry,  and  it  and 
ily  Tulip  were  expert  marketers; 
ley  would  customize  products  for 
:M  jistomers,  be  they  giant  McDonald's 
■  the  smallest  drive-in.  Did  the  cup 
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companies  charge  a  premium  price  for 
their  products?  Yes  they  did,  but  cus- 
tomers paid  willingly  for  the  fast  ser- 
vice and  custom  designs. 

As  for  the  original  Fort  Howard,  its 
expertise  was  in  manufacturing.  For 
years  it  has  been  a  low-cost  producer 
of  tissue  products  for  the  commercial 
market.  In  effect,  a  manufacturing- 
oriented  company  had  acquired  mar- 
ket-oriented businesses. 

But  at  that  point  Fort  Howard  made 
a  classic  mistake.  It  decided  to  save 
money  by  cutting  back  on  the  large, 
well-paid  sales  organizations  used  by 
the  cup  companies  and  have  its  own 


sales  force  take  over.  The  Fort  How- 
ard salespeople  sold  on  price;  the  cup 
people  had  always  sold  on  quality  and 
service.  Almost  immediately  Fort 
Howard  Cup  began  losing  market 
share.  By  1989  the  division's  share  of 
the  U.S.  market  had  dropped  an  esti- 
mated 4%,  to  21%.  Fort  Howard 
Cup's  domestic  gross  profit  margins 
fell  from  32%  to  16%,  and  its  operat- 
ing income  sank  to  $39  million  on 
sales  of  some  $850  million  in  1988. 
Morgan  decided  to  get  it  off  Fort 
Howard's  books. 

Did  Fort  Howard's  creditors  object 
to  the  sale?  No,  because  under  Fort 
Howard's  bank  indentures  the  compa- 
ny was  required  to  use  proceeds  from 
asset  sales  to  pay  down  debt.  Morgan 
told  Fort  Howard  bondholders  that  it 
expected  to  raise  $1  billion  from  the 
cup  subsidiary  sale. 

Temple-Inland,  Federal  Paper  Board 
and  a  dozen  other  companies  ex- 
pressed interest  in  Fort  Howard  Cup. 
Morgan  put  the  business  up  for  auc- 
tion, and  called  for  sealed  bids  accom- 
panied by  a  signed  commitment  from 
the  bidders  not  to  disclose  details  of 
their  bids. 

Late  in  1989  Morgan  announced 
that  the  auction  had  failed;  the  firm 
had  not  received  a  suitable  bid.  Mor- 
gan then  gave  bidders  a  final  round 
but  shortly  announced  that  there 
were  still  no  suitable  bids. 

By  that  time  Morgan  had  come  up 
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Chief  of  MoriicDi's  nwrchcint  hcaihiiiii.  Doiuikl  I'  liroiiuiii 

He  protects  the  bank's  investments,  but  who  protects  the  bondholders? 


with  a  better  idea:  to  spin  off  the  cup 
subsidiary — to  be  called  Sweetheart — 
to  itself  and  its  partners  in  Morgan's 
Leveraged  Equity  Fund  II.  Why?  Be- 
cause, as  any  fool  could  see,  the  cup 
division  could  be  immensely  profit- 
able once  it  restored  its  marketing. 
Thus  Sweetheart  alone  would  be  easi- 
er to  sell  off  or  take  public,  benefiting 
both  Morgan  and  its  investors. 

Under  the  terms  of  the  buyout.  Fort 
Howard  received  $322  million  in  cash 
from  Sweetheart  and  a  note  for  $210 
million  guaranteed  by  Morgan.  Where 
did  the  money  come  from?  Sweet- 
heart simply  borrowed  the  bulk  of  the 
money  against  its  own  assets  and  cash 
flow.  Fort  Howard  also  retained  a  half- 
interest  in  Sweetheart  through  own- 
ership of  a  separate  class  of  shares 
with  preferred  features. 

Morgan  threw  in  about  $10  million 
in  new  equity,  all  of  which  it  got  back 
in  fees  related  to  the  deal.  The  lbo 
fund  and  other  investors  contributed 
another  $25  million. 

Morgan  Stanley  and  its  lbo  fund 
took  over  35%  of  Sweetheart's  com- 
mon stock.  Since  Morgan  and  its  fund 
also  still  own  about  75%  of  Fort  How- 
ard, and  Fort  Howard  still  owns  half  of 
Sweetheart,  Morgan's  de  facto  inter- 
est in  Sweetheart  comes  to  about 
75%.  Which  leaves  Morgan,  for  prac- 
tical purposes,  about  where  it  was  be- 
fore the  deal  was  done. 

In  short,  after  all  the  expensive  pa- 
per shuffling,  Morgan  still  controlled 
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both  oufits. 

Morgan  turned  Sweetheart's  man- 
agement over  to  Philip  Silver  and 
Greg  Horrigan  of  Silgan  Corp.,  a  pack- 
aging outfit  controlled  by  Morgan.  Sil- 
ver and  Horrigan  got  a  small  equity 
stake  in  Sweetheart. 

What  about  Fort  Howard's  junk- 
holders?  Ah,  there's  the  twist. 

Forbes  has  learned  that  one  of  the 
rejected  bidders  had  offered  around 
$800  million  in  cash — in  the  second 
round  of  bidding.  This  compares  es- 
sentially with  the  $630  million  value 
Morgan  put  on  the  price  it  paid  Fort 
Howard  for  Sweetheart. 

Had  Morgan  accepted  the  $800  mil- 
lion offer,  it  would  have  been  required 
to  use  the  full  amount  to  pay  down 
Fort  Howard  debt.  With  the  deal  Mor- 
gan structured  for  itself,  only  $322 
million  in  cash  was  made  immediate- 
ly available — plus  another  $210  mil- 
lion in  a  year — to  reduce  Fort  Howard 
debt,  instead  of  the  $1  billion  Morgan 
had  promised  or  the  $800  million  that 
would  have  been  available  had  Mor- 
gan accepted  the  highest  cash  offer. 

Morgan  refuses  to  comment,  but 
the  facts  suggest  the  following:  When 
the  auction  failed  to  yield  anything 
like  $1  billion,  Morgan  was  faced  with 
a  dilemma.  The  bondholders  of  Fort 
Howard  were  expecting  a  sale,  the 
proceeds  of  which  had  to  go  to  pay 
down  debt.  A  failed  auction  would 
damage  Morgan's  credibility,  and 
word  of  it  might  send  Fort  Howard 
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bonds  plunging,  further  damaging 
Morgan's  hitherto  quite  strong  repu 
tation  for  running  solid  deals. 

In  the  event,  Morgan  protected  it; 
reputation.  Fort  Howard  junk  bond; 
held  around  par  and  Morgan  and  it: 
LBO  fund  still  owned  some  75%  o 
both  companies.  Morgan  also  earned ; 
lot  of  fee  income.  Representing  botl 
the  seller — Fort  Howard — and  th( 
buyer — the  new  Sweetheart — Morgai 
granted  itself  about  $13  million  ii 
fees,  with  more  expected. 

Where  does  this  leave  Fort  Howari 
and  the  holders  of  its  $1.6  billion  ii 
junk  paper?  In  a  somewhat  tenuou; 
position.  Fort  Howard  is  a  low-cos 
producer  in  the  tissue  business  anc 
generates  a  stable  cash  flow,  arounc 
$310  million  a  year  after  needed  capi 
tal  spending.  But  it  groans  under  $30( 
million  in  annual  cash  interest  pay 
ments  alone,  not  to  mention  paymen 
on  the  principal  and  payment-in-kim 
bonds.  It's  a  good  business,  but  clearb 
overleveraged.  "I've  advised  my  cli 
ents  to  sell  [Fort  Howard  junk  bonds 
because  I  don't  think  earnings  cai 
support  cash  interest  payments,  deb 
amortization  and  capital  expendi 
turcs,"  says  Ashok  Vasvani,  high 
yield  analyst  with  Shearson.  "This  i 
a  great  company,  but  a  lousy  invest 
ment."  Salomon  Brothers  also  revisejisi 
its  recommendation. 

Fort  Howard  will  pay  down  mon 
debt.  Remember,  Sweetheart  issue( 
Fort  Howard  a  note  for  $210  million 
Morgan  had  hoped  to  redeem  the  noti 
by  selling  Sweetheart  junk,  includinj 
payment-in-kind  bonds  on  the  junl 
market,  but  that  market  collapsed 
There's  talk  that  Morgan  is  plannin; 
to  try  again  soon.  If  it  can  marke 
Sweetheart  junk,  Morgan  will  reap  ad 
ditional  fees.  But  placing  the  junk  i 
iffy  given  today's  turbulent  markets 
In  any  case,  Morgan  will  have  to  mak 
good  on  Sweetheart's  note  by  thi 
November. 

The  whole  thing  is  a  splendid  exam 
pie  of  the  sophisticated  paper  shuf 
fling  that  passes  as  "restructuring"  oi 
Wall  Street  and  that  has  put  billion 
of  dollars  into  Wall  Street  and  deal 
makers'  pockets,  usually  at  the  ex 
pense  of  junkholders. 

Did  Morgan  put  its  own  interests  ii 
the  deal  ahead  of  those  of  the  For 
Howard  junkholders?  Did  it  abuse  it 
position  as  adviser  to  both  companie 
by  charging  fat  fees?  Morgan  doesn' 
want  to  talk  about  it.  But  the  fact  i 
that  it  could  have  accepted  that  $80( 
million  offer  for  Sweetheart,  whicl 
would  have  produced  a  lot  more  casl 
for  the  junk  bond  holders  but  fewe 
fees  and  fewer  profit  opportunities  fo 
Morgan.  ■ 
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All  the  major  personal  computer  compa- 
ti  nies  are  rushing  to  sell  the  home  market. 
\  Who  has  the  right  approach?  IBM?  Tandy? 


Painful  positioning 


By  Steve  Weiner 


W; 


iTH  GREAT  FANFARE,  Interna- 
tional Business  Machines 
Corp.  has  kicked  off  the  next 
:ffl,round  of  personal  computer  wars — 
ebti  the  struggle  to  sell  the  ide- 
idinal  machine  for  home  use. 
ghj  IBM's  new  PS/1  line, 
HSi-priced  in  the  $l,000-to- 
;it-  $2,000  range  (half  as  much 
dias  the  equivalent  machine 

in  the  company's  PS/2 
oret business  PC  line),  reprc- 
•jedlsents  a  major  effort  to  gam 
lonla  big  piece  of  what  could 
loteibe  a  $55  billion,  ten-year 
iin^home  computing  market. 
ijnli  IBM  spent  18  months 
,e(ilstudying  what  3,000  first- 
•jiiHtime  computer  buyers  and 
iketshoppers  wanted  from  a 
ad- computer.  The  PS/ 1, 
ikii 'Which  goes  into  national 
,ets  distribution  this  month, 
jkcis  IBM's  first  home  prod- 
hii-uct  since  the  ill-fated  Pcjr 

was  withdrawn  from  the 
iin  market  in  1985.  That 
jut  product  lacked  memory 
01  land  storage  and  was 
loni  plagued  by  its  poorly  de- 
val  signed  keyboard. 
-ex     The  PS/1   suffers  from 

aone  of  those  faults.  It's  a 

•sH  ifairly    sophisticated    but 

tor  relatively     easy     to     use 

.;it  Dackage  of  hardware,  soft- 

-iie  ware,  support  and  service 

-jj  !:hat's  more  than  adequate 

tn'or  most  home  business 

;^0(  lind  office  functions.  The 

ijcl  liilly  loaded  model  has  a 

jsj  i:op-quality  color  display, 

-ve  ;iiouse,    modem,    and    a 

jo  Hard  disk  drive.  The  pack- 

ige  is  designed  to  appeal 
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to  the  20  million  families  with  in- 
comes starting  at  $50,000  that  in- 
clude one  member  who  knows  some- 
thing about  computers. 

IBM  hopes  to  appeal  to  customers 
who  want  to  bring  work  home  from 


IBM  I'S  J  uhirkvtin^  )niiiuiiicr  Skip  (iladfelter 
A  home  coittputerjor  the  computer-literate. 


the  office  or  run  a  small  business  from 
home.  It  also  hopes  to  attract  other 
family  members  who  may  find  a  busi- 
ness machine  daunting,  ibm  has  made 
a  conscious  choice  not  to  design  a 
machine  whose  main  appeal  is  sim- 
plicity or  an  ability  to  solve  house- 
hold problems.  In  fact,  says  Frank  E. 
(Skip)  Gladfelter,  PS/1  marketing 
manager,  ibm  concluded  there  were 
no  compelling  household  applica- 
tions. About  75%  of  PS/1  buyers  in 
test  markets  use  the  computer  for 
writing  and  business-related  tasks. 

So  the  PS/1  is  "way  too  complex  for 
senior  citizens,"  concedes  Gladfelter. 
"And  it's  not  for  the  non-computer- 
literate  family,  the  other  30  million  or 
40  million  families  that  have  enough 
income  to  buy  a  computer."  As  such, 
he  says,  "the  positioning  of  this  prod- 
uct has  been  very  painful." 

Painful  in  part  because  competitors 
have  studied  the  same  market  and 
come  to  different  conclusions.  Apple, 
a  pioneer  in  simple,  low-cost  ma- 
chines, plans  to  launch  its  inexpen- 
sive Macintosh  computer,  priced  be- 
low $1,800,  in  October. 
Tandy  Corp.,  with  its 
7,046  Radio  Shack  elec- 
tronics stores,  in  July  in- 
troduced its  1000  RL  mod- 
el, priced  up  to  $1,400. 

IBM  focused  its  research 
on  people  who  learned  to 
use  computers  at  work. 
But  Tandy,  which  intro- 
duced Its  first  1000  model 
SIX  years  ago,  designed  its 
package  for  first-time  us- 
ers and  around  standard 
household  tasks.  Clearly, 
IBM  and  Tandy  have  dif- 
ferent views  of  who  buys 
home  machines  and  how 
they  will  use  them. 

Example:  To  balance  a 
bank  account  on  ibm'.s" 
PS/1,  a  user  must  first 
learn  how  to  use  the 
unit's  spreadsheet  pro- 
gram or  buy  and  load  a 
personal  finance  program. 
But  the  1000  RL  comes 
ready  with  a  checkbook 
balancing  program,  as 
well  as  grocery  lists,  elec- 
tronic memo  pads,  reci- 
pes, travel  planners,  a  cal- 
endar, an  address  book,  a 
stock  portfolio  manager 
and  other  flotsam  and  jet- 
sam of  home  life.  The 
Tandy  machine  is  aimed 
squarely  at  people  who 
want  to  use  computers  to 
keep  lists  and  manage  the 
home.  "We  think  it's  too 
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much  trouble  for  most  people  to  leam  chines  will 

to  run  a  word  processor  or  a  database  strength  of 

manager  when  they  want  to  leave  a  when  that 

note   or   compute   a   mortgage   pay-  Christmas 

ment,"    says    Edward    Juge,     Radio  leam  which 

Shack's  market  planning  director.  the  popular- 

Who's  right;  At  the  start,  ibm  ma-  wants  badly 


surely  sell  well  on  the 
the  maker's  name.  But 
wears  off,  and  after  the 
rush,  the  industry  will 
company  has  best  judged 
priced  home  market,  ibm 
to  break  into  a  mass  mar- 


ket; for  the  first  time,  it  is  substantial- 
ly breaching  its  dealer  network  by 
selling  the  PS/1  in  popular  outlets 
such  as  Sears  and  department  stores. 
"We  are  in  a  race  here,"  says  Anthony 
Santelli,  who  runs  ibm's  PS/1  pro- 
gram. "We  have  to  do  better."  ■ 


Stockbrokingfor  big  institutions  is  a  tough 
and  low-profit  business.  So  why^  is  Boston  s 
Fidelity^  taking  the  plunge? 

Henry  Ford,  meet 
Ned  Johnson 


By  Richard  L.  Stem 


EDWARD  C.  (Ned)  Johnson  3d, 
chief  executive  officer  of  Bos- 
ton-based FMR  Corp.,  couldn't 
hail  a  cab  one  day.  So  he  started  a  car 
service.  More  recently,  Fidelity,  the 
nation's  largest  mutual  fund  compa- 
ny, with  $106  billion  under  manage- 
ment in  mutual  funds  (number  two 
Merrill  Lynch  has  $94  billion),  pur- 
chased a  chain  of  art  galleries,  Went- 
worth  Galleries. 

This  is  the  kind  of  thing  bosses  of 
stockholder-owned  companies  hesi- 
tate to  do  for  fear  of  criticism,  but  Ned 
Johnson  operates  under  no  such  inhi- 
bitions. He  is  the  undisputed  boss  of 
Fidelity,  controlling  47%  of  the  stock. 
The  other  53%  is  owned  by  employ- 
ees who  must  sell  their  stock  back  to 
the  company  when  they  leave.  Obvi- 
ously, Johnson  can  do  pretty  much 
anything  he  pleases.  That  includes 
running  the  business  of  managing 
$116  billion  in  assets  with  an  eye  on 
the  long  term  rather  than  operating 
for  immediate  profits.  Fidelity  earned 
just  $53  million  last  year  on  $1  billion 
in  revenues. 

Fidelity  says  its  discount  brokerage 
business  is  the  second  largest  in  the 
nation;  Charles  Schwab  is  number 
one.  Fidelity  is  also  selling  insurance, 
and  it  has  a  venture  capital  company. 
It  is  the  nation's  largest  mutual  fund 
manager  of  401(k)  retirement  assets. 

So  now  Johnson  has  decided  to  put 
Fidelity  into  the  cutthroat  institu- 
tional    stock     brokerage     business. 
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l-'idelity's  Sberif  McuUt 
Everything  under  one  roof. 

Why?  "The  [institutional  brokerage] 
business  is  break-even  at  best  for 
most  brokerage  firms,"  says  George 
Monahan,  director  of  industry  studies 
for  the  Securities  Industry  Associa- 
tion. Average  commission  rates  have 
dwindled  to  maybe  5  cents  a  share. 

Nevertheless,  last  September  Fidel- 
ity hired  Sherif  Nada,  who  had  been 
head  of  Salomon  Brothers'  Boston  in- 
stitutional operation.  Since  then  Fi- 
delity has  been  going  after  institu- 
tional business  with  a  vengeance.  Na- 
da's  operation.  Fidelity  Capital 
Markets,  now  numbers  105  employ- 
ees. And  soon  after  Nada  arrived.  Fi- 
delity bought  the  division  of  Los  An- 
geles-based Newhard,   Cook   &   Co. 


that  specializes  in  "soft  dollars,"  sup- 
plying institutions  with  investment- 
related  tools  like  Quotron  machines 
in  exchange  for  brokerage  commis- 
sions. Fidelity  Capital  Markets  has 
also  started  trading  government  and 
municipal  securities. 

Forbes  put  a  question  to  Nada:  Is  it 
true  Ned  Johnson  got  into  institution- 
al brokerage  because  he  hates  giving 
business  from  his  funds  to  other  bro- 
kers? Nada  laughed  but  didn't  say  no 
to  the  question.  He  acknowledged 
that  his  operation  has  become  one  of* 
the  biggest  brokers  for  Fidelity's  mu- 
tual funds'  exchange-listed  trades.  It 
also  handles  all  Fidelity's  retail  dis- 
count business.  Which  fits  in  nicely 
with  Johnson's  philosophy  of  doing 
things  himself  rather  than  paying  out- 
side suppliers. 

It's  not  unlike  the  philosophy  es- 
poused by  Henry  Ford,  who  wanted  to 
make  at  the  Dearborn,  Mich,  plant 
everything  that  went  into  a  Ford: 
steel,  glass,  engines,  the  works. 

With  this  difference:  Henry  Ford 
made  steel  and  glass  only  for  his  own 
cars.  Ned  Johnson  is  more  pragmatic. 
Fidelity's  car  service  isn't  only  for  Fi- 
delity employees.  Fidelity's  back-of- 
fice mutual  fund  operations  are  sold 
to  outside  fund  companies,  including 
banks.  Fidelity's  huge  New  York- 
based  clearing  operation  also  handles 
back-office  work  for  over  120  other 
brokerage  firms.  By  the  same  token, 
Nada  says  more  than  half  his  office's 
business  now  comes  from  outside  the 
Fidelity  family.  "We're  not  talking 
about  the  business  of  the  250  top  in- 
stitutions that  everyone  else  is  going 
after.  We're  going  after  the  next  250," 
he  says. 

Fidelity  now  also  owns  five  special- 
ist posts — two  in  Boston  and  three 
recently  acquired  on  the  Pacific  Stock 
Exchange.  Undoubtedly,  Nada's  oper- 
ation will  channel  business  to  these 
specialists. 

Nada  thinks  there's  going  to  be  a 
big  shakeout  in  the  institutional  bro- 
kerage business,  and  Fidelity  has  the 
staying  power  to  be  one  of  the  survi- 
vors. Unencumbered  by  having  to 
play  to  a  public  company's  game  of 
producing  earnings  for  Wall  Street, 
Johnson  can  afford  to  take  the  long- 
term  view.  And  if  some  of  his  flowers 
don't  blossom,  others  will.  ■ 
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How  a  global  private  bank 
can  offer  more  rewarding 
asset  management. 

In  a  world  swept  by  exciting  political  and  economic  change, 
the  affluent  individual  faces  an  important  challenge:  how  to 
pinpoint  and  profit  from  the  best  financial  opportunities 
emerging  today. 

As  a  premier  merchant  bank,  Bankers  Trust  has  long 
employed  its  powerful  worldwide  capital  markets  network 
to  meet  the  needs  of  corporations.  Today,  our  private  banking 
clients  also  recognize  the  value  of  this  network. 

Our  vast  resources  provide  firsthand  intelligence  in  world 
markets.  Consequently,  we  tailor  timely  investment  advice 
to  meet  specific  portfolio  objectives — and  then  implement 
decisions  with  speed  and  precision. 

If  you  seek  prudent  asset  management,  enhanced  by 
proven  acumen  and  acclaimed  personal  service,  consider  this: 
global  diversification  can  reap  higher  investment  returns 
without  increasing  risk.  For  the  wealthy  individual,  it  is 
a  reward  well  worth  discussing  with  The  Private  Bank  at 
Bankers  Trust. 


The  Private  Bank 
at  Bankers  Trust 

Worldwide  Asset  Management  for  the  Wealthy  Individual 
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Economic 


Think  ahead.  It's  strictly  a  numbers 
game.  To  succeed,  you'll  have  to  move  more 
people,  more  places,  more  profitably. 

Wliich  adds  up  to  new  widebody  twins 
with  ranges  and  capacities  beyond  the  reach 
of  today's  longest  distance  fliers. 

GE90  is  being  designed  specifically  to 
meet  the  demands  of  this  emerging  market. 

That  calls  for  fuel  economy  significantly 
better  than  your  fleet's  current  best. 

Low  noise  levels  to  open  the  gates  of  the 
world's  most  sound  sensitive  airports.  Day 
or  night. 

Exhaust  emissions  that  won't  tax  the 
environment.  Or  you. 

And  thrust  growth  with  commonality  for 
a  wide  range  of  aircraft. 

So  if  you're  measuring  your  future  strictly 
by  the  numbers,  GE90  promises  to  be  what 
success  takes. 

Economic  Thrust. 


Being  built  in  conjunction  with  SNECMA  of  France. 


f"' 
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GE  Aircraft  Engines 

Keeping  the  Promise 


hrust 


GE 


SiLii.':  1 


«tC 


On  the  Docket 


In  the  past  decade  courts  have  iiicreasingly 
ruled  in  favor  of  the  rights  of  patent  own- 
ers. Have  they^  gone  too  far? 


Smash  the 
competition 


By  James  Lyons 


F^  ATENT  LAWYERS,  who  havc  tra- 
^  ditionally  plied  their  trade  by 
writing  letters  to  other  lawyers, 
have  added  a  potent  weapon  to  their 
arsenals:  the  preliminary  injunction. 

These  injunctions  stop  would-be 
infringers  in  their  tracks.  Sales  of  of- 
fending products  are  banned  for  the 
duration  of  the  litigation.  Irksome 
competitors  are  sometimes  out  of 
business  before  there's  a  trial  on  the 
merits  of  the  claim. 

It  works  like  this:  The  research  and 
development  types  at  your  company 
devise  a  "new  and  unobvious"  pro- 
cess or  product  and  receive  a  patent 
for  it.  Patents  are  supposed  to 
spur  innovation,  so  as  a  reward 
for  all  the  money  you  spent  on 
research,  your  company  will  have 
the  exclusive  rights  to  the  prod- 
uct for  17  years. 

So  far,  so  good.  Then  one  day 
your  salespeople  tell  you  a  start- 
up company  is  selling  a  product 
remarkably  similar  to  yours. 
What's  more,  the  competitor  is 
selling  it  at  a  lower  price.  Time  to 
call  your  patent  lawyer. 

A  complaint  is  filed,  charging 
the  competitor  with  infring- 
ing on  the  patent.  You  want  ^ 
damages  and  you  want  an 
injunction  barring  the  com- 
petitor from  selling  the  prod- 
uct until  the  litigation  is  fi- 
nally resolved. 

The  patent  lawyer  is  ex-     |gj,i, 
pensive,  but  in  this  case,     ^'^ 
well  worth  it.  The  judge 
grants  you  the  preliminary 
injunction.    The    competitor 
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can't  sell  the  product  and  is  blocked 
from  challenging  your  market  share. 
Capital  for  the  startup  vanishes,  and 
eventually  so  does  the  competitor. 

Although  judges  are  supposed  to 
grant  preliminary  injunctions  only 
when  they  believe  there  is  a  "reason- 
able likelihood  of  success"  of  a  patent 
infringernent  claim,  remember  that  a 
full-blown    trial    has    yet    to    occur. 

Take  the  case  of  Pharmacia,  Inc. 
and  one  of  its  competitors,  MedChem 
Products,  Inc.  Pharmacia  is  the  U.S. 
subsidiary  of  a  Swedish  concern  with 
the  exclusive  license  on  a  patent  for 
ultrapure  hyaluronic  acid,  a  gel  used 
in  eye  surgery.  It's  about  an  $80  mil- 
lion market,  and  Pharmacia  has  75% 
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of  it.  Total  sales  for  Pharmacia's  U. 
operations  last  year  were  $316  mil 
lion;  MedChem's  were  $17.4  millior 
Pharmacia  sued  MedChem  in  198- 
claiming  patent  infringement  anij 
sought  a  preliminary  injunction.  Al, 
ter  some  delays,  Pharmacia  got  whaj 
it  wanted  last  February.  The  resultj 
MedChem  has  laid  off  one-quarter  o\ 
its  work  force.  Pharmacia  strucl' 
again  in  June,  this  time  suing  thre 
other  competitors  involved  with  hyal 
uronic  acid.  Once  again,  Pharmacia  i 
seeking  preliminary  injunctions  a 
possible  relief. 

Pharmacia  says  it's  just  trying  t( 
enforce  its  rights  as  licensee  to  thi 
patent.  But  look  at  it  from  anothe 
perspective:  One  noted  eye  surgeoi 
Forbes  contacted  was  familiar  witl 
the  products  at  issue,  and  while  h< 
calls  Pharmacia's  product  a  "genuine 
advance,"  he  adds  that  it  is  "expeil 
sive"  and  that  he  achieves  the  samt 
results  by  using  a  cheaper  alternative 
sold  by  a  Pharmacia  competitor 

A  similar  battle  is  brewing  amonj 
companies  that  manufacture  mest 
screens  attached  to  video  display  ter 
minals  to  reduce  glare  or  radiation.  The 
market  leader  is  an  outfit  called  Sun 
Flex  Co.,  a  subsidiary  of  Anacomp,  Inc 
It  has  90%  of  the  $4.5  million  marke 
for  these  devices,  and  it's  a  market  ir 
which  demand  will  no  doubt  surge 

In  the  past  four  years,  Sun-Flex  has 
brought  four  separate  actions  to  en 
force  its  patents,  recently  seeking  i 
preliminary  injunction  against  Soft- 
view  Computer  Products  Corp., 
small  New  York  rival. 

The    injunction    arena    rrlay    soon 
broaden  beyond  the  guys  in  the  white 
lab  coats  to  the  Wall  Street  set.  In  a 
recent    memorandum    to    clients, 
Sutherland,     Asbill     &.    Brennan 
urged  that  securities  houses  con- 
sider applying  for  patents  on  prod- 
ucts like  stock  index  futures.  The 
memo  also  touts  injunctions  as 
a  means  of  enforcing  patents 

The  broader  use  of  injunctive 
relief   is    consistent   with   the 
goal  of  strict  patent  enforce- 
ment that's  supposed  to  en- 
courage    U.S.     competitive 
ncss.  But  patents  to  U.S.  in- 
ventors peaked  in  1971,  and 
by   1989  nearly  half  of  the 
more  than  102,000  patents  is 
sued  went  to  foreign  in- 
ventors. This  could  result 
in  the  ultimate  irony:  for 
eign  holders  of  U.S.  pat- 
ents   increasingly    using 
the   U.S.   courts   to   shut 
down    U.S.    competitors 
Turnabout  is  not  alway: 
fair  play.  ■ 
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Presenting 

A  $500,000 
Business  Deal 

"fouCAN 

Profit  From 
Instantly 


Experience  the  ultimate 

Paris  vacation,  including 

two  roundirip  tickets  on 

the  Concorde  and  a  weeki 

stay  at  the  incomparable 

Crillon  hotel,  valued 

at  $]  5.000. 


Keep  perfect  time  with  a 

Cartier  men's  or  women's 

Vendome  wristwatch, 

featuring  their  fanums 

ribbed  case  in  white. 

yellow  and  rose  IHK  gold. 

valued  at  $3,000. 


Savor  the  beauty  of 

Baccarat  crystal  with  a 

set  of  .six  Vienne  Gold  wine 

goblets  and  decanter, 

featuring  a  classic 

silhouette  with  gold  trim. 

valued  at  $1,510. 


Enhance  your  signature 
with  a  brilliant,  gold- 
plated  S.  T.  Dupont  pen 
with  inierchangeahle 
hall-point,  roller-hall 
and  fell  tip  refills, 
valued  at  $170. 


Fmd  out  what  business 
travel  should  be  on  your 
ne.xt  trip  to  Europe  with  a 
free  easlbound  upgrade 
from  full  fare  economy  to 

Ije  Club  Class,  valued 
at  $250. 


Air  France  Introduces 
We've  Made  Business  Travel  A  Fine 

BEHIND  THESE  SMILES  ARE  DEDICATED  PROFESSIONALS. 


Every  staff  member  is  an  expert  in  his  or  her  particular  field, 
willing  to  go  beyond  the  expected.  Every  facet  of  our  service  is 
designed  to  pamper— from  preferred  baggage  handling,  to  your 
own  express  check-in  lines,  to  the  way  we  anticipate  your  everv 
need  before,  during  and  after  your  flight.  A  well-trained  staff 
that  loves  what  they  do  is  what  makes  our  service  the  best  in  the 
business,  and  what  makes  the  smiles  genuine  — ours  and  yours. 


ABSOLUTE  COMFORT 


Experience  the  revolutionary  new 
Espace  2000  seat*  Roomier,  totally 
adjustable,  featuring  a  wrap 
around  headrest,  multi-position 
lumbar  support  and  an  even  more 
comfortable  reclining  angle.  The 
completely  redesigned  cabin  in- 
cludes a  private  coat  closet,  extra 
luggage  space,  as  well  as  more 
personal  space  and  more  privacy 
from  the  rest  of  the  aircraft 


The  new  Air  France  Le  Club  service  does  for  business  class  \  t\ 
Baccarat  does  for  crystal,  turning  mere  function  into  fine  art  <)i 
introduce  this  new  standard,  Air  France  offers  you  the  opportune  i 
win  some  of  the  most  exquisite  examples  of  functional  fine  art  ih  ]i 
Air  France  Le  Club  $500,000  Fine  Art  Giveaway.  Each  prize,  a  n  ^i 
terpiece  in  its  own  right,  was  chosen  from  some  of  the  greatest  na  %^ 


W  Le  Club  Business  Class. 
idBusinessTravelers  Instant  Winners 


UNPARALLELED  CUISINE. 

We've  created  a  dining  experience  to  be 

savored.  An  even  greater  selection  of 

sumptuous  regional  dishes  prepared 

by  award-winning  chefs.  Perfectly 

tnatured  cheeses,  champagne,  premium 

liquors,  cordials,  and  wines  selected 

from  some  of  tlw  finest  French  vintages. 


EUROPE'S  #1  AIRLINE. 


Connecting  anywhere  in  Europe  is  easy 
becau.se  Air  France  is  Europe's  largest 
business  network,  flying  to  nwre  cities 
in  Europe  than  any  other  airline.  And 
flying  Air  France  Le  Club,  entitles 
you  to  substantial  discounts  on 
luxury  limousine  service  in  over 
forty  major  European  cities. 
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*  Available  on  alt  747  and  Airbus  service. 


!c/z  luxury  goods.  As  you  read  about  the  fantastic  features  of 
I'^v  Le  Club,  youll  also  find  five  prize  symbols.  If  you  reveal  two 

\al  symbols  on  your  game  card— you  win  instantly.  It's  that 

^your  game  card  is  missing,  send  a  self-addressed,  stamped 
Mie  to:  Air  France  Le  Club  $500,000  Fine  Art  Giveaway:  P.O. 

\66,  Beverly  Hills,  CA90213-4066.  T\-\f  FIKIF  ART 

.<^r OF  FLYING 

AIR  FRANCE  / 
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Financial  Strategy 


MONEY  &  INVESTMENTS 


By  Alan  Reynolds 


Saddam  Hussein  may  be  an  ogre,  hut  he 
won t sink  the  U.S.  economy.  That  wont 
happen  unless  we  do  the  job  for  him. 

UNJUSTIFIED 
HYSTERIA 


production  quotas.  This  is  the  role 
that  Iraq's  Saddam  Hussein  aspires 
to.  Unless  he  is  tamed,  terrified 
smaller  oi'ec  members  that  previ- 
ously paid  no  attention  to  produc- 
tion limits  may  well  be  considera- 
bly more  "cooperative"  in  the  fu- 
ture. OPEC  has  suddenly  acquired 
real  teeth. 

If  this  happens,  won't  Saddam  try 
to  push  oil  prices  higher  and  higher? 
Unlikely,  opec  has  learned  that  to 
try  to  push  oil  prices  too  high  would 
prove  self-defeating  by  doing  too 
much  damage  to  the  economies  of 
the  oil-importing  nations,  and  by 
encouraging  development  of  non- 
OPEC  energy  supplies.  This  is  why 
Iraq  and  Iran  say  they  merely  want 
oil  at  $25,  not  higher,  and  the  oil 
futures  market  wisely  takes  them  at 
their  word. 

As  for  dealing  with  Saddam,  a 
military  response  to  military  ag- 
gression is  usually  more  effective 
than  economic  warfare.  For  oil-im- 
porting nations  to  impose  an  embar- 
go on  themselves  may  prove  coun- 
terproductive. Even  if  both  the 
Turks  and  the  Saudis  keep  the  pipe- 
lines closed,  it  would  require  an  ex- 
tremely well-policed  blockade  to 
identify  and  stop  tankers  carrying 
oil  out  of  Kuwait.  Once  a  tanker 
gets  out,  clever  smugglers  can  dis- 
guise loading  documents,  switch 
tankers,  and  the  like.  Embargoes  on 
Iraqi  access  to  major  weapons  and 
parts,  on  the  other  hand,  are  more 
easily  enforced,  and  are  likely  to 
undermine  Saddam  Hussein's  sup- 
port within  his  own  military. 

With  some  Iraqi  oil  sneaking  out, 
increased  production  from  other 
OPEC  producers  and  sales  from  the 
strategic  reserves,  the  price  of  oil 
need  not  rise  much  above  $25.  Since 


Iraq's  invasion  of  Kuwait  revived 
scary  comparisons  with  the  "oil  cri- 
ses" of  1973-74  and  1979.  News 
commentators  were  quick  to  warn 
of  waiting  lines  for  gasoline,  to 
blame  that  situation  on  a  sudden 
increase  in  the  greed  of  oil  compa- 
nies and  to  replay  the  perennial 
forecasts  of  imminent  economic 
collapse.  Yet  all  that  has  actually 
happened  is  that  gasoline  prices 
have  risen  by  about  15  cents. 

This  15-cent  increase  is  far  less 
than  the  gasoline  tax  increase  many 
people  were  advocating  before  Sad- 
dam Hussein  unleashed  his  Third 
World  version  of  a  blitzkrieg.  More- 
over, it  looks  to  be  the  maximum 
damage  Saddam  is  likely  to  visit  on 
the  U.S.  economy — unless  the  situ- 
ation degenerates  into  outright  war- 
fare; or  the  boycott  is  allowed  to 
drive  oil  prices  higher  without  re- 
leasing the  petroleum  reserve;  or 
the  U.S.  reverts  to  the  wasteful  fool- 
ishness of  price  controls;  or  the  Fed 
tries  to  inflate  us  out  of  discomfort. 

The  immorality  of  the  Iraqi  inva- 
sion of  Kuwait  should  not  be  con- 
fused with  the  economic  issues. 
What  OPEC  has  lacked,  until  now,  is 
an  effective  policeman  to  enforce 

Alan  Reynolds  is  the  director  of  economic 
research  for  the  Hudson  histitute  of 
Indianapolis,  Ind. 


we  have  often  coped  with  oil  prices 
far  above  $25,  why  are  so  many  peo- 
ple now  claiming  that  such  a  mod- 
est increase  is  sufficient  to  either 
shove  the  U.S.  economy  into  a  ma- 
jor recession,  unleash  virulent  infla- 
tion, or  both?  Facile  comparisons 
with  1973-74  or  1979  just  don't 
wash.  Both  of  those  episodes  were 
preceded  by  blatantly  inflationary 
Federal  Reserve  policies,  unlike  the 
recent  experience.  Early  in  1973  and 
in  1978,  long  before  the  oil  crisis 
hit,  inflation  was  already  so  out  of 
control  that  it  was  bound  to  end 
with  another  Fed  credit  crunch. 
Also,  at  that  time,  a  federal  price 
control  bureaucracy  was  already  in 
place,  ready  to  do  the  maximum 
mischief  in  minimum  time. 

One  deceptive  similarity  is  that 
the  dollar  has  recently  weakened 
against  European  currencies.  Yet 
this  has  not  been  a  sustained  down- 
trend against  all  major  currencies, 
as  it  was  in  the  Seventies.  Even  as 
recently  as  June,  Morgan  Bank's  in- 
dex showed  the  dollar  higher  than  it 
had  been  in  December  against  a  bas- 
ket of  15  currencies.  Markets  for 
foreign  exchange,  gold  and  bonds 
appear  to  be  betting  that  the  Fed, 
unlike  other  central  banks,  will  try 
to  offset  the  recessionary  risk  of 
scarce  oil  with  an  excess  of  bank 
reserves.  Yet  Fed  Chairman  Green- 
span knows  that  inflating  our  way 
out  of  any  difficulties  will  not  work 
if  the  bond  market  doesn't  fall  for  it. 

A  relative  increase  in  the  price  of 
oil  will,  to  be  sure,  leave  consumers 
with  a  bit  less  spare  income  to 
spend  on  other  things.  And  it  will 
make  it  difficult  for  producers  of 
energy-intensive  products  and  ser- 
vices to  maintain  sales  volume  at 
prices  that  will  cover  the  higher 
costs.  Some  plans  for  expanded 
plant  and  equipment  that  made 
sense  when  oil  was  cheaper  will 
have  to  be  canceled.  This  is  a  prob- 
lem, but  not  necessarily  a  crisis. 
The  U.S.  economy  has  repeatedly 
proved  more  resilient  than  the  ex- 
perts imagined  in  the  past  decade.  It 
will  do  so  again  so  long  as  prices  are 
free  to  allocate  energy  to  uses  cho- 
sen by  consumers,  not  bureaucrats. 

Would  $25  oil  devastate  the  U.S. 
economy?  No.  It  is  what  Washing- 
ton might  do  about  $25  oil  that 
could  devastate  the  U.S.  economy. 
If  we  avoid  repeating  the  blunder  of 
the  Seventies — combining  price 
controls  with  a  sink-the-doUar 
monetary  policy — the  market  can 
handle  this  situation  smoothly.  ■ 
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ofile  in  quality  #14: 
riveability. 

h  e  sophisticated  engineering  of  today 's 
)rd  Motor  Company  cars  and  trucks  is  truly 
markable.  For  instance,  today^s  Mercury 
jugar  XR7  and  Ford  Thunderbird  Super  Coupe 
ive  a  speed  sensitive  electronic  rack  and  pinion 
Bering  system  that  provides  optimum  driving 
mtrol.  Their  new  adjustable  suspension  system 
onitors  driving  conditions,  automatically 
aking  adjustments  to  optimize  ride  and 
indling.  And  both  cars  are  equipped  with 
ur-wheel  disc  anti-lock  brakes. 
\your  goal  is  to  build  the  highest  quality  cars  and 
ucks  in  the  world— you  don't  do  it  any  other  way. 


Ford,  Mercury,  Lincoln,  Ford  Ikiicks. 
Our  goal  is  to  buUd  the  highest  quality  c 
^^   and  trucks  in  the  woridr  y>^-^=:^ 


:kle  up — together  we  can  save  live 
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1V9O  NYNEX  Cdrporotion. 


JHika 


16    Screens 


And  a  Cast 


Of  Millions 


OOK  CLOSELY  AT  THESE 


IMAGES  OF  ELLIS  ISLAND.  YOU  MAY  BE  STARING  AT 


ONE  OF  YOUR  ANCESTORS,  OR  A  SPOT  WHERE  THEY 


ONCE   STOOD. 


THESE  SIGHTS   AND  SOUNDS   WERE   THE 


FIRST   EXPERIENCES  THAT   SEVENTEEN   MILLION 


IMMIGRANTS  HAD  WHEN  THEY  CAME  TO  AMERICA 


TO  REALIZE  A  DREAM.  A  DREAM  OF  A  BETTER  LIFE 


FOR  THEMSELVES  AND  GENERATIONS  TO  COME. 


NYNEX-  IS  HELPING  TO  KEEP  THAT  DREAM 


ALIVE  FOR  ALL  AMERICANS   BY  CAPTURING  THESE 


IMAGES  AND  THOUSANDS  MORE,  ON  AN  INTERAC- 


TIVE VIDEOWALL.  THIS  INTERACTIVE  EXPERIENCE 


IS     PART     OF     THE     LEARNING    CENTER     NYNEX 


DONATED  TO  THE  ELLIS  ISLAND  MUSEUM  OF  IMMI- 


GRATION,   TO    BE   MANAGED    BY    THE    NATIONAL 


PARKS  SERVICE.  VISIT  ELLIS   ISLAND,  AND  EXPERI- 


ENCE THE  SPIRIT  OF  OUR   ANCESTORS  THROUGH 


THE  TECHNOLOGY   OF  TODAY. 


NYNEX 


In  Russia,  Boris  Yeltsin,  not  Mikhail  Gorba- 
chev, is  in  charge.  Bad  news  for  the  Com- 
munist elite  and  for  Saddam  Hussein,  Fi- 
del Castro  and  other  scroungers.  Good 
news  for  world  oil  supplies. 

Who's  in  charge 
around  here? 


\ 


By  Vladimir  Kvint 


T|he  fight  for  power  between 
Mikhail  Gorbachev  and  Boris 
Yehsin  is  almost  over.  Yeltsin 
and  his  team  will  define  the  future  of 
Russia.  Gorbachev  will  end  up  in  a 
largely  ceremonial  role. 

Americans  have  been  slow  to  un- 
derstand this.  They  tend  still  to  think 
of  Boris  Yeltsin,  chairman  of  the  Rus- 


sian parliament,  as  simply  the  opposi- 
tion to  the  Communist  Party.  No. 
Mikhail  Gorbachev  is  president  of  the 
U.S.S.R.,  but  Yeltsin  has  more  real 
power  in  Russia. 

In  the  long  sweep  of  Russian  histo- 
ry— from  the  12th  century,  the  time 
of  Novgorod,  the  Free  City,  to  today — 
Boris  Yeltsin  is  the  first  leader,  with 
the  possible  exception  of  Aleksandr 
Kercnsky,  ever  elected  by  the  people. 


By  the  people,  not  by  some  gang,  no; 
by  birth  or  by  the  knife.  Yeltsin  start 
ed  a  real  revolution,  a  breakthrough  to 
the  lost  future,  lost  in  October  191 
when  Russia  last  had  a  chance  foj 
democracy  and  for  real  economi( 
development. 

Fourteen  days  after  he  had  beeri 
elected  chairman  of  the  Russian  par 
liament,  he  managed  to  unite  the  di 
vided  Russian  parliament  for  the  dec 
laration  of  sovereignty.  Today  th( 
U.S.S.R.  parliament,  headed  by  Gor 
bachev,  is  powerless  against  the  fine 
tuned  Russian  parliament. 

Gorbachev,  afraid  to  antagonize  ex 
tremist  groups  like  Pamyat,  has  failec 
to  speak  out  against  anti-Semitism 
Yeltsin  has  already  talked  of  creating 
a  special  commission  to  safeguard  tht 
rights  of  Russian  Jews. 

With  such  moves,  76%  of  tht 
U.S.S.R. 's  territory  has  gone  out  o: 
Gorbachev's  control.  Russia  becomes 
the  biggest  new  country  in  the  world 
It  has  92%  of  the  oil  and  gas  conden 
sate  resources  of  the  U.S.S.R.,  85%  oi 
the  coal,  78%  of  the  gas,  92%  of  the 
lumber,  the  majority  of  nonferrous 
metals.  As  for  platinum  and  dia 
monds,  Russia  is  the  only  producer  ir 
the  Eastern  European  countries.  Rus- 


I)^\id  Burntit'Coniaa 


Boris  Yeltsin,  chainrian  of  the  Rtissian  parliament 
More  power  than  Gorbachev? 


54 


FORBES,  SEPTEMBER  3,  1990 


TAKE  THE  GUESSWORK  OUT 
OF  CHOOSING  MUTUAL  FUNDS 


i 


Introducing  T.  Rowe  Price  Spectrum  Funds. 

With  over  3,000  mutual  funds  avail- 
able, it's  hard  to  know  where  to  put 
SPECTRUM    your  money.  Now  T.  Rowe  Pnce 
introduces  the  Spectrum  Funds. 
In  one  easy  step,  they  can  give 
you  a  professionally  managed,  diversified 
portfolio  of  T.  Rowe  Price  funds. 


diversification,  capital  appreciation,  di\adend  in- 
come, and  money  market  safet)'. 
Spectrum  Income  Fund  invests  principally  in 
T.  Rowe  Price  income  funds,  which  offer  safety 
attractive  income,  foreign  diversification,  and 
dividend  income  with  capital  growth. 


Growth 
stocks 


Growth  and 
income  stocks 


Choose  your 
goal.  We  11  do 
the  rest. 


Aggressive 
growth  stocks 


Interna  tion 
stocks 


The 

Growth 

Fund 


Undervalued 
stocks 


High-quality 
bonds 


With  Spectrum,  you 
simply  choose  Spectrum 
Growth  Fund  or 
Spectrum  Income 
Fund,  or  both.  Then 

you  won't  need  to       Money  nrarket 
''  secunnes 

worry  about  selecting 
the  right  mix  of  funds 

Short-term 

or  moving  your  mone)'  bonds 

in  response  tp  long-term 
market  trends.  Our  invest- 
ment professionals  will  do  that 
for  you. 

Each  Spectrum  Fund  consists  of  a  diversified 
portfolio  of  T.  Rowe  Price  mutual  funds.  By  investing 
in  several  funds  simultaneously  each  Spectmm  Fund 
combines  different  investment  approaches  and  invests 
in  different  market  sectors.  Our  experts  adjust  the  mix 
of  funds,  as  needed,  to  help  you  reach  your  goals. 

Of  course,  there  can  be  no  guarantee  that  the  Funds' 
objectives  will  be  met.  However,  the  long-range  focus 
makes  Spectrum  ideal  for  your  IRA  and  other  long- 
term  plans. 

Spectrum  Growth  Fund  invests  pnmarily  in 
T.  Rowe  Pnce  stock  funds  to  give  you  worldwide 


Money  market 
securines 


Spectnun  provides  an  instanfly 
diversified  portfolio. 


t-orcign 
bonds 


High-yield 
bonds 


The  T.  Rowe  Price 
advantage. 

T.  Rowe  Price  has  been 
helping  people  meet  their 
investment  objectives  for 
o\'er  50  years,  and  cur- 
rcntl)'  manages  o\'er 
$28  billion  in  assets. 
There  is  a  low  $2,500 
inininium  lor  each 
Spec!:rum  Fund 
"""stS"'  ($1,000  for  IRAs). 

.  Plus,  tl-ie  Funds  are  100% 
no-load — no  sales  charges! 
Send  lor  a  free  information 
kit,  or  call  toll  free  24  hours: 
1-800-458-9877. 


r' 


Yes!  I  want  the  right  mix  of  hinds— 
in  one  easy  step. 

T,  Rowe  Price,  100  H,  Piaii  M  ,  IS.iliimorc,  Mi)  21102 
1  want  10  learn  how  the  Spectrum  Funds  can  help  mc  meet  my  long-term 
mvesrment  goals  Send  a  prospectus  with  more  complete  information, 
including  management  Ices  and  other  charges  and  expenses.  1  will  read  it 
carefully  before  I  invest  or  send  money 


City/^tate/Zip 


SPC011039 


Phone         D  Home         Q  business 


Invest  With  Confidence 

TRoweRice 


owe  Price  Investment  Sen/ices,  Inc.,  Distributor 


STEUBEN        199    1 
CATALOGUE 


Over  250  brilliant  crystal  gifts  and  selections  for 
presentation.  Priced  from  $135.  Inscriptions  and 
engravable  bases  available.  Call  our  toll-free 
number  800  223-1 234,  or  enclose  check  for  $8  with 
this  coupon.  Mail  to  Steuben  Customer  Relations, 
Corning  Glass  Center,  Corning,  NY  14831 .  Above, 
Star  Stream  by  Neil  Cohen. 

Name 
Address 


Cily 


Slate  Zip  Fl 


STEUBEN 

THE  CLEAREST  FORM  OF  EXPRESSION 

I I 


It's  hard  to  dismiss  the 
impact  of  a  letter  when  it's 
printed  on  Mead  Bond,® 
the  best  business  paper  for 
even  the  worst  news. 

nrood 

Business  Papers 

For  A  Better  Image. 

Mead  Fine  Paper  /  Counhouse  Pka  /  Dayion,  Oliio  454b3 
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sia  has  powerful  chemical,  automo- 
tive and  machine-building  produc- 
tion, and  the  productivity  of  its  labor 
is  higher  than  that  elsewhere  in  the 
U.S.S.R. 

In  one  and  a  half  to  two  years  Rus- 
sia will  achieve  complete  indepen- 
dence-^—quicker  than  Lithuania — be- 
cause, unlike  Lithuania,  Russia  has 
an  economic  basis  for  freedom,-  it  can 
stand  on  its  own. 

Yeltsin  is  already  acting  to  imple- 
ment that  freedom.  He  has  cut  the 
number  of  ministries  from  5 1  to  28;  in 
8  of  these  ministries  the  staff  num- 
bers only  20  people,  and  their  direct 
task  is  not  to  interfere  in  the  economy 
but  to  cut  back  on  the  powers  of  the 
old  ministries. 

Aiming  for  financial  sovereignty, 
the  Russian  parliament  has  autho- 
rized all  Russian  banks  to  withdraw 
from  the  U.S.S.R.  banking  system, 
which  would  deprive  the  government 
of  financial  management  levers.  Yelt- 
sin clearly  intends,  for  the  first  time 
in  U.S.S.R.  history,  to  break  the  mo- 
nopoly of  the  central  government  on 
foreign  trade  and  currency  transac- 
tions. The  Bank  for  Foreign  Economic 
Affairs  of  Russia  was  created.  He  has 
created  a  tv  network  for  Russia  inde- 
pendent of  the  U.S.S.R.  network. 

Russian  oilfields  pumped  out  115 
million  tons  of  the  oil  that  was  ex- 
ported by  the  U.S.S.R.  in  1989;  88 
billion  cubic  meters  of  gas,  88,000 
tons  of  copper,  17  million  tons  of 
pulp,  400,000  cars  and  trucks,  17  mil- 
lion watches  exported  by  the  U.S.S.R. 
were  produced  in  Russia.  Export  of 
part  of  the  petroleum  production  gen- 
erates hard  currency,  all  of  which  will 
go  to  this  new  bank,  to  remain  in 
Russia,  rather  than  to  the  government 
of  the  U.S.S.R. 


Why  is  Yeltsin  so  popular?  In  part 
because  he  defied  a  basic  rule  for  po 
litical  careers  in  the  Soviet  system.. 
The  rule  says  there  is  no  comeback  for 
a  fallen  politician.  This  terrible  totali 
tarian  machine  first  produced  bosses, 
then  utilized  them  as  fuel  for  itself  to 
further  its  horrendous  movement.  At 
best,  it  just  threw  people  away,  re 
duced  them  to  ashes,  letting  them  live 
and  die  in  obscurity.  At  its  worst,  it 
killed  them. 

But  Yeltsin  didn't  disappear  into 
obscurity.  He  came  back  and  became 
so  popular  that  it  is  in  the  best  inter- 
ests of  Gorbachev  to  protect  him  rath- 
er than  try  to  edge  him  out.  For  if 
anything  were  to  happen  to  Yeltsin,  it 
could  cause  a  civil  war.  Yeltsin,  how 
ever,  has  already  freed  himself  from 
"protection"  by  the  kgb:  His  personal 
guards — up  to  ten  people — do  not 
work  in  the  kgb  and  are  responsible  to 
the  parliament  of  Russia. 

In  reemerging  from  obscurity,  Yclt 
sin  not  only  became  immensely  popu 
lar,  he  helped  make  obsolete  the  very 
notion  of  the  U.S.S.R.  as  a  whole.  This 
kind  of  makes  Gorbachev  a  king  with 
out  a  kingdom.  Soon  Yeltsin  may  be- 
come the  chairman  of  a  Council  of 
Presidents  of  Independent  Republics, 
where  there  will  be  no  place  for  Gor 
bachev.  Remaining  president  of  the 
U.S.S.R.,  Gorbachev  will  have  purely 
nominal  and  ceremonial  functions, 
not  unlike  those  of  the  Queen  of  En 
gland  in  the  British  Commonwealth. 

Meanwhile,  Gorbachev,  although  a 
historic  and  definitely  positive  figure, 
still  tries  to  solder  the  old  saucepan  of 
socialism.  His  efforts  are  wasted,  be 
cause  this  saucepan  never  did  hold 
water.  People  in  the  U.S.S.R.  have  a 
saying:  "Soviet  paralysis  is  the  most 
progressive  in  the  world." 

DAfCSygma 


U.S.S.R.  President  Mikhail  Gorbacbei' 
A  Mnd  of  Icing  without  a  kingdom.. 


di 
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The  powerful  Russian  republic 


With  76%  of  the  U.S.S.R.'s  territory, 
it's  the  world's  biggest  new  country. 


Yeltsin's  past  shouldn't  be  idealized. 
He  was  the  almighty  party  boss  of  the 
huge  Sverdlovsk  territory.  I  am  quite 
sure  that  in  1 985  Gorbachev  was  closer 
to  understanding  democracy  than 
Yeltsin,  but  in  1 986,  when  Yeltsin  was 
appointed  Moscow  party  boss,  he  start- 
ed to  leave  Gorbachev  behind. 

Yeltsin  worked  from  8  in  the  morn- 
ing until  12  at  night  and  slept  in  a 
small  room  next  to  his  office.  He  real- 
ly tried  to  improve  the  quality  of  life 
for  people.  Suddenly  Moscow  started 
to  look  more  human,  there  were  more 
vegetables  in  the  shops,  the  ruined 
transportation  system  was  improving. 
He  kicked  out  the  entrenched  Mos- 
cow apparatchiks.  Corrupted  and  lazy, 
they  tried  to  stop  him.  In  1987  he 
made  a  critical  speech  at  the  closed 
plenary  meeting  of  the  Party.  Gorba- 
chev had  called  for  self-criticism 
within  the  party,  but  this  was  going 
too  far.  Within  the  Politburo,  Yeltsin 
was  abandoned  by  everybody. 

Badly  hit  by  heart  disease  and 
"burnt  out,"  Yeltsin  was  pushed  out 
of  the  way,  to  the  joy  of  bureaucrats. 
I  But  Gorbachev  did  not  destroy  Yelt- 
sin entirely,  instead  giving  him  an 
insignificant  job.  That  was  Gorba- 
chev's way  of  getting  rid  of  Yeltsin 
and  at  the  same  time  persuading  the 
West  that  people  could  dissent  and 
still  hold  top  jobs. 

But  at  home  it  made  Yeltsin  a  mar- 
tyr. He  was  thrown  from  the  top,  he 
"suffered  for  truth,"  he  became  more 
human  and,  at  the  same  time,  a  sym- 
bol. Sakharov  was  a  bigger  martyr,  a 
real  martyr,  but  for  the  bulk  of  the 
nation  he  was  too  much  of  an  intellec- 
tual,   too   much    a    "citizen   of   the 
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world,"  while  Yeltsin  is  flesh  of  the 
flesh,  blood  of  blood. 

Thus  whatever  was  said  against 
him  by  Gorbachev  immediately 
worked  for  Yeltsin.  His  modest 
"Moskvich"  car,  in  which  he  used  to 
drive  to  the  meetings  of  parliament, 
contrasted  sharply  with  the  huge 
black  party  limousines,  baptized  by 
the  people  as  "coffins."  At  the  19th 
party  conference,  when  Yeltsin  asked 
for  political  rehabilitation,  Yegor  Li- 
gachev  assailed  Yeltsin  with  all  the 
rhetoric  at  his  command:  "Thou  art 
not  right,  Boris."  After  that  the  coop- 
eratives manufactured  millions  of 
badges  with  the  words:  "Thou  art  not 
right,  Yegor."  In  1989  92%  of  Mosco- 
vites  elected  Yeltsin  to  the  U.S.S.R. 
parliament. 

In  1990,  before  leaving  for  the  sum- 
mit, Gorbachev  gathered  the  Russian 
parliament  deputies,  asking  them  not 
to  vote  for  Yeltsin.  That  virtually 
guaranteed  Yeltsin's  election. 

Although  power  has  moved  from 
Gorbachev  to  Yeltsin,  the  critical 
moves  still  lie  in  the  future.  The  first 
move  will  be  the  conversion  of  state 
enterprises  into  rented,  private,  stock- 
holding companies.  This  process  will 
start  widely  at  the  end  of  1990.  The 
second  will  be  abolition  of  a  central- 
ized distribution  and  supply  system. 
Here  the  first  critical  point  will  be 
reached  sometime  between  February 
and  June  1991,  the  second  not  earlier 
than  the  winter  of  1991-92.  These  are 
problems,  but  the  problems  of 
growth,  not  stagnation. 

What  is  the  near  future?  The  eco- 
nomic privatization  program  is  al- 
ready laid  out — far  ahead  of  Gorba- 


chev's timid  moves  to  allow  private 
property.  When  the  Russian  parlia- 
ment meets  again  on  Sept.  3,  I'm  sure 
foreign  economic  activity  will  be  a 
top-priority  question. 

Some  of  the  most  far-reaching  con- 
sequences of  Yeltsin's  accession  to 
power  will  be  in  the  area  of  foreign 
relations.  This  year  the  decisions  will 
be  made  whether  to  cut  supplies  from 
Russia  to  such  hot  points  as  Cuba, 
Libya  and  Syria.  Can  Yeltsin  and  the 
Russian  parliament  overrule  the 
U.S.S.R.  government  on  foreign  rela- 
tions? Yes.  And  Russia  will  demand 
hard  currency  for  its  oil  rather  than 
almost  giving  it  away  to  Cuba.  Sol- 
diers from  Russia  will  no  longer  be 
sent  to  interfere  in  ethnic  conflicts 
beyond  Russia's  borders. 

If  Saddam  Hussein  has  any  hopes  of 
help  from  Russia,  he  is  only  fooling 
himself.  On  the  contrary,  Russia  can 
help  relieve  any  shortages  Saddam 
Hussein  tries  to  create.  It  can  do  so  by 
stepping  up  its  own  oil  production. 
All  it  needs  is  Western  geophysical 
technology  and  equipment.  For  this  it 
will  make  its  own  deals,  bypassing 
Gorbachev's  government. 

The  question  of  Russia's  participa- 
tion in  the  United  Nations  and  the 
European  Community  will  soon  be  on 
the  agenda.  Membership  won't  come 
overnight,  but  things  arc  moving  in 
that  direction. 

In  all  this,  for  the  real  initiatives, 
look  to  Boris  Yeltsin  and  not  to  Mi- 
khail Gorbachev.  Yeltsin  is  the  lead- 
er. A  poll  of  public  opinion  has  shown 
that  84%  of  the  U.S.S.R.  population 
supports  Yeltsin,  while  only  12%  sup- 
ports Gorbachev. 

And,  for  perhaps  the  first  time  in 
Russian  history,  what  the  population 
really  wants  really  matters.  ■ 


Cuba 's  Fidel  Castro 

Cut  off  from  supplies7 
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Yaoljan  depaHtnent  store  in  Hong  Kong's  Neiv  Territories 
SeUing  Japanese  products  and  lifestyle. 


Asia's  growing  ranks  of  middle-class  con- 
sumers are  creating  an  enormous  market 
for  Japanese  retailers. 

Selling 

the  Japanese 

way  of  life 


By  Andrew  Tanzer 


It's  Sunday  in  taipei,  and  the  hot- 
test place  in  town  is  the  gleaming 
12-story,  300,000-square-foot  Pa- 
cific Sogo  Department  Store. 

From  all  over  Taiwan,  thousands  of 
eager  shoppers  mob  the  city's  biggest, 
fanciest  retailer.  They  come  to  gawk 
at  the  Japanese-style  customer  service 
touches — the  smiling  salesgirls  bow- 
ing and  welcoming  customers  at  the 
entrance,  the  demure  elevator  girls  in 
white  lace  gloves.  And  they've  come 
to  buy:  Japanese  cosmetics,  fashion, 
gift  items,  office  supplies,  vcrs,  eye- 
glasses, coffee  and  even  noodles. 

The  scene  is  much  the  same  in 
Hong  Kong,  Singapore,  Bangkok,  Ja- 
karta and  other  major  Asian  cities. 
Lured  by  rapid  economic  expansion — 
department  store  sales  in  some  coun- 
tries are  growing  by  30%  a  year — 


Japanese  mass  retailers  are  piling  in. 
They're  building  air-conditioned 
shopping  centers,  department  stores 
and  supermarkets.  And  they're  pro- 
viding what  Asian  shoppers  want: 
luxury,  fashion  and  convenience. 

Back  home,  Japanese  retailers  face 
market  saturation,  exorbitant  land 
costs,  low  profit  margins  and  laws 
designed  to  protect  small  retailers 
that  hamper  expansion  of  the  big 
chains.  So  they've  set  their  sights 
overseas  in  the  fast-growing  South- 
east Asian  economies.  Yaohan,  a  Japa- 
nese regional  general  merchandise 
chain,  finds  prospects  in  the  region  so 
attractive  that  it's  moved  its  head- 
quarters to  Hong  Kong  from  Japan, 
reportedly  the  first  company  listed  on 
the  Tokyo  Stock  Exchange  ever  to 
leave  Japan. 

Jusco,  another  big  merchandiser,  re- 
cently   opened    the    first    suburban 


shopping  center  in  Bangkok — with. 
1,000  parking  spaces — and  the  first 
modem  supermarket  in  Kuala  Lum- 
pur. In  Hong  Kong,  the  most  devel- 
oped retail  market  in  the  whole  re- 
gion, the  Japanese  will  have  19  depart- 
ment stores  by  the  end  of  the  year  and 
will  account  for  50%  of  department 
store  sales. 

Competitors  concede  that  the  Japa- 
nese have  succeeded  in  winning  over 
young,  affluent  shoppers  by  introduc- 
ing superior  department  store  man- 
agement and  technology,  much  of  it 
originally  imported  from  the  West 
and  refined  in  Japan.  All  this  has  been 
done  quickly  but  not  rashly:  'fhe  Japa- 
nese usually  spend  two  years  studying 
consumer  tastes  and  training  workers 
before  opening  a  store. 

"The  Japanese  have  outdone  the  lo- 
cals," concedes  Dickson  Poon, 
founder  of  Dickson  Concepts,  a  high- 
flying Hong  Kong-based  luxury  prod- 
ucts retailer  (Forbes,  Mar.  20, 1989).  "I 
wouldn't  be  surprised  if  someday  they 
nearly  dominate  the  department  store 
market."  Ian  Wade,  managing  direc- 
tor of  the  outfit  operating  Hong 
Kong's  second-largest  supermarket 
chain,  agrees:  "Whether  you're  eating 
it,  wearing  it,  driving  it  or  listening  to 
it,  there's  a  strong  youth-led  trend  to 
the  Japanese  way  of  life." 

The  Japanese  are  typically  very 
strong  in  merchandise  selection,  dis- 
play and  customer  service.  What  were 
Taiwanese  department  stores  like  be- 
fore Sogo  opened  its  showcase? 
"Salesgirls  sat  around  drinking  tea, 
napping  and  ignoring  customers," 
snaps  Suero  Nishiyama,  manager  of 
the  Sogo  store.  "Before,  when  you 
walked  into  a  store,  all  you  saw  were 
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ihere  is  nothing  like 
'iream  to  create  the  future." 


Victor  Hugo 


The  nurturing  force  for  a  seed 
called  dream  is  our  desire  to  imagine  a 
better  tomorrow. 

Then  help  to  create  it. 

At  Toshiba,  we've  been  turning 
dream  into  a  tangible  future  for  over  one 
hundred  years. 

Sustaining  it  now  with  our 


commitment  to  manufacturing 

in  the  U.S.  And  with  a  wide  diversity  of 

products  of  the  highest  quality 

All  of  which  have  helped  make  us 
one  of  the  leading  electrical  and  electronic 
manufacturers  in  the  world. 

And  a  company  that  believes  dreams 
can  come  true. 


wmMimf'mmm 


'olor  TVs  &  VCRs  •  Computers  &  Printers  •  Copiers  •  CT  Scanners  •  Digital  Instrumentation  •  Disk  Drives  •  Facsimile  Systems  •  Home  Appliances  •  Industrial  Motors  &  Controls 

quid  Crystal  Displays  •  Medical  Tubes  •  MR  Imaging  •  Nuclear  Medicine  •  OPTO  Electronic  Devices  •  Picture  Tubes  •  Portable  Audio  •  Professional  Video  Systems  •  Room  Air  Conditioners 

Semiconductors  •  Telecommunication  Systems  •  Turbines  &  Generators  •  Ultrasound  •  Uninterruptible  Power  Supply  •  Variable  Speed  Drives  •  XRay  Systems 


In  Touch  with  Tomorrow 

TOSHIBA 


We  Have  An 
Investment  Product 
That  Wall  Street  Insiders 
Are  Quietly  Buying  — 

Rare  U.S. 
Certified  Coins. 


Over  the  past  two  decades,  high-quality  U.S.  rare  coins  have  been  the  investment 
l^m>tld'»  best  performer—  and  best  kept  se<rret,  iElaxc  coins  have  outperformed 
stocks,  bonds,  T-Bllts.  goid>  silver  and  every  other  traditional  investment  over  the 
past  20  years.  Ihnring  that  period,  htgh-qnality  rare  coins  have  bad  an  average 
annual  return  of  nearly  17%,  and  oar  clients  have  done  better  —  much  better. 
Now,  Wall  Street  financial  giants  such  as  Merrill  Lynch.  Shearson,  Kidder, 
Peabody  and  Company  and  others  are  getting  involved. 

The  Numismatic  Investment  Group's  Red  Alert  program  has  netted  our  clients 
45.6%  in  1988;  50.1%  in  1989  and  so  far  in  1990,  25.8%. 

If  you're  looking  for  an  investment  that  provides  liquidity,  privacy,  safety  and 
tremendous  potential  profit,  call  or  write  today  for  your  FREE  fact  kit. 


JackEhrmantraut''^ 

NUIVIISIVIATIO 
INVESTIVIENT  g^^ 
OROUR  INC^^*^ 


"We  get  results  for  investors" 


P.O.  Box  796383 

Dallas,  TX  75379 

1-800-456-8961 


Singapore 's  fashi(»uil)/e  Orchard  Road 
Mass  rctailittg,  Japanese-style. 
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racks  of  merchandise,"  recalls  Pete 
Zen,  president  of  Today's  Departmem 
Store  Co.,  a  local  outfit.  "Now  you  se( 
it  presented."  Such  touches  pay  off 
The  three-year-old  Sogo  store  was  a 
overnight  success,  turning  a  profit  i 
its  first  year;  sales  this  year  shoul 
reach  $200  million. 

Japanese-made  goods  are  gettin; 
more  exposure  from  all  this — at  th 
expense  of  merchandise  from  othe 
countries.  With  old,  established  busi 
ness  relations,  Japanese  retailers  hav 
more  buying  power  and  wind  up  earn 
ing  bigger  margins  when  supplied  b 
Japanese  manufacturers. 

Typically,  20%  to  40%  of  a  Japaj 
nese  department  store's  merchandis 
is  imported  from  Japan,  depending  o: 
local  tariffs  and  incomes.  The  store; 
also  provide  instant  distribution  fo| 
products  from  the  rapidly  growin, 
number  of  Japanese  factories  in  th 
region  that  produce  everything  fro 
electronics  to  noodles. 

And  what  about  the  famous  larg^ 
scale  U.S.  retailers?  They  are  notabl 
chiefly  by  their  absence.  Except  fi 
Toys  "R"  Us,  which  has  had  treme 
dous  success  in  Hong  Kong,  Taiwa 
Singapore  and  Malaysia,  there  aren 
any  in  the  region.  Even  the  British  an 
French  are  far  ahead  of  the  U.S.  in  thi 
respect.  The  merchandise  in  Marks 
Spencer's    four    Hong    Kong    stor^ 
comes  almost  exclusively  from  t 
U.K.  At  Galeries  Lafayette  on  Sing 
pore's    Orchard    Road,    75%    of    t 
goods    for    sale    are    imported    fro: 
France.  But  it  is  the  Japanese  who  a 
setting  the  pace. 

Whether  they've  been  spoiled  by 
vast  domestic  market — or  distract 
by  the  debt  loads  of  leveraged  tak 
overs — the  big  U.S.  retailers  have  d 
cided  to  stay  at  home.  Too  bad.  On 
again,  the  Japanese  have  shown  ho 
adept  they  are  at  moving  quickly 
take  advantage  of  opportunity.  ■ 
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On  the  Frontiers 
of  Technology 
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That's  the  arena  of  competition  for  today's  fighting  aircraft.  Up  where  nothing  less  than  the 
best  in  pilots,  equipment,  and  engineering  will  do. 

A  case  in  point:  United  Technologies  Pratt  &  Whitney  was  challenged  to  produce  a  new 
engine  for  the  state-of-the-art  F-15  and  F-16.  An  engine  that  would  deliver  greater  thrust, 

yet  weigh  less  than  existing  power  plants.  Building  that  engine  meant  enlisting 

metallurgical  suppliers  with  the  expertise  to  handle  exotic,  high-strength  space  age  metals 

and  turn  them  into  precision  parts.  Suppliers  like  Fansteel. 

The  titanium  alloy  which  makes  up  the  front  and  rear  fan  ducts,  augmentor  duct,  and 
spans  most  of  the  new  F100-PW-229  engine's  16-foot  length  is  formed  and  chemically 

milled  at  our  PSM  Los  Angeles  facility. 

Fansteel  is  a  proud  player  on  the  team  that  delivers  a  revolutionary  power  plant  highlighted 
by  an  8-to-1  thrust-to-weight  ratio  while  remaining  the  lightest  engine  in  its  class. 

We're  out  there  on  the  frontiers  of  technology. 
That's  one  more  reason  it  will  pay  you  to  know  more  about  us. 


fansteel 


An  integrated  producer  of  aircraft/aerospace, 
metalworking  and  energy-related  products. 


FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (708)  689-4900 
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Rare  among  American  companies,  Amivay 
has  gotten  around  Japans  notoriottsfy  dif- 
ficult retail  distribution  sy^stem.  Its  secret? 
Selling  a  dream  in  a  dreamless  societyi 

Soap  and  hope 
in  Tokyo 


By  Gale  Eisenstodt 
with  Hiroko  Katayama 


Fl  OR  EIGHT  YEARS  Hiroyuki  Hori 
toiled  away  in  the  accounting 
department  of  a  machinery  com- 
pany in  downtown  Tokyo.  Like  most 
workers  caught  in  Japan's  hfctime 
employment  system,  Hori  pretty 
much  knew  what  he  would  be  doing 
and  how  much  he  would  be  earning 
for  the  rest  of  his  working  days. 

But  three  years  ago,  at  age  31,  Hori 
rebelled.  He  quit  his  job  and  joined  his 
wife  selling  detergent,  cosmetics,  vi- 
tamins and  housewares  for  Amway. 
Says  Hori  with  a  smile,  "I  realized  I 
could  change  my  lifestyle." 

Hori  now  works  out  of  his  home. 
Some  days  he  is  busy  from  morning 
until  night;  other  days  he  doesn't 
work  at  all.  Along  with  the  freedom 
has  come  a  fat  paycheck.  Hori  now 
makes  about  $60,000  a  year,  twice 
what  he  used  to  make  at  his  old  job. 


Amway's  be-your-own-boss  pitch 
may  be  greeted  cynically  in  the  U.S., 
but  in  regimented  Japan  it  finds  a  will- 
ing audience,  especially  among 
housewives  and  frustrated  salarymen. 

Today  over  500,000  Japanese  belong 
to  Amway's  decade-old  sales  force, 
making  the  company  one  of  the  larg- 
est and  most  profitable  foreign  outfits 
in  Japan.  Last  year  Amway  (Japan)  Ltd. 
had  over  $500  million  in  sales  and 
$164  million  in  pretax  profits.  That 
means  Amway  (Japan)  by  itself  makes 
up  about  a  third  of  Amway's  world- 
wide business. 

All  this  has  been  a  windfall  for 
Richard  DeVos,  64,  and  Jay  Van  An- 
del,  66,  who  founded  Amway  in  Ada, 
Mich,  three  decades  ago  and  still  own 
the  company.  DeVos  and  Van  Andel 
help  attract  new  salesmen  through 
publications  and  videotapes  that  are 
almost  religious  in  tone.  "A  charis- 
matic leader  is  particularly  important 
in    Japan,"    says    William    Hemmer, 


Selling  Amway  products  in  Japan 

For  housewives,  a  much-appreciated  job  opportunity. 


who  heads  Amway  (Japan)  Ltd. 

Amway's  salesfolk  don't  go  door-to- 
door  in  Japan  but  work  through  net- 
works of  family  and  friends.  Giri — the 
Japanese  notion  of  obligation — makes 
it  difficult  for  acquaintances  to  refuse 
to  buy. 

Amway's  direct  selling  approach 
has  proved  a  wonderful  way  to  cir- 
cumvent Japan's  restrictive  and  costly 
distribution  system.  Until  last  year 
Amway  never  had  to  spend  a  dime  on 
advertising.  The  influence  of  kucbi- 
komi.  or  word-of-mouth  recommenda- 
tions, enabled  Amway  to  battle  Japa- 
nese consumer  product  giants  Kac 
Corp.  and  Lion  Corp.,  which  spend 
heavily  on  advertising  and  get  prime 
spots  in  crowded  retail  stores. 

Competitors  and  industry  insiders 
have  argued  for  more  than  a  year  that 
Amway  has  peaked  in  Japan.  Giri 
sales,  they  said,  would  work  only 
once  or  twice  for  Amway's  costly 
products.  Also,  the  labor  shortage 
would  make  it  harder  to  recruit  sales- 
people, they  warned.  The  evidence 
seemed  to  support  the  naysayers'  ar- 
guments in  August  1989,  when  Am- 
way announced  that  its  sales  for  the 
fiscal  year  had  inched  up  a  paltry  2% 
and  pretax  profits  had  fallen  6%. 

This  year,  however,  Hemmer  man- 
aged to  turn  things  around.  He  is  al- 
tering Amway's  product  line  to  suit 
Japanese  tastes.  Some  items  are  being 
reformulated,  others  are  getting  spiffy 
new  packaging.  New  goods  are  com- 
ing out,  too.  This  year,  for  example, 
Amway  started  selling  gourmet  cof- 
fee; a  toothpaste  may  be  introducec 
soon.  Sales  are  expected  to  jump  over 
20%,  to  at  least  $600  million. 

These  days  Amway  is  placing  less 
emphasis  on  expanding  the  size  of  its 
Japanese  sales  force  and  paying  more 
attention  to  training.  "The  focus  is  on 
increasing  the  efficiency  and  produc- 
tivity of  existing  distributors  and  try- 
ing to  get  them  to  stay  on  a  long-term 
basis,"  says  Hemmer. 

The  talk  of  the  retail  trade  these 
days  is  that  Amway  is  planning  to  sell 
50%  of  its  Japanese  unit  to  the  public. 
Hemmer  dismisses  the  idea  as  rumor. 
But  if  the  company  were  to  sell  a  50% 
stake,  owners  DeVos  and  Van  Andel 
probably  could  pocket  more  than  $1 
billion,  given  Japan's  sky-high  price/ 
earnings  ratios  for  common  stocks. 

The  secret  of  Amway's  success 
where  so  many  other  Americans  have 
failed?  Understanding  human  motiva- 
tion. "There  is  an  American  Dream, 
but  really  no  such  thing  as  a  Japanese 
Dream,"  says  Amway  salesman  Hori. 
"There  is  little  chance  for  success 
here,  but  with  Amway  I  see  people 
succeeding  all  the  time."  ■ 
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H990  DHL  Airways,  Inc. 
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RAPID  TRANSIT 
AUTHORITY. 


Our  credentials?  We  can  get  your  document  or 
package  between  major  U.S.  cities  in  the  same  day. 

We  deliver  overnight  to  189  locations  overseas. 
We're  faster  than  Federal  Express  to  127  countries. 

And  we  go  to  more  countries  around  the  world 


than  Federal  or  UPS.  Nearly  190,  and  counting. 

We've  been  the  authority  for  more  than  twenty 
years.  And  every  day,  it  shows.  ,      ; 

For  same-day  service,  call  1-800- DHL-ASAR  Or 
for  express  overnight  service,  1-800-CALL-DHL.    ' 
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FASTER  TO  MORE  OE  THE  WORLD 


Ryoei  Saito  is  known  in  the  West  chiefly  for 
his  buying  of  high-priced  art.  In  Japan  hes 
best  known  as  a  crapshooter,  unafraid  of 
expanding  during  downturns. 

Damn  the  bank, 
full  speed  ahead 


By  Gale  Eisenstodt 


vr\\iik*ocki 


Ryoei  Saito,  Daishowa  Paper's  honorar\'  chairman 

A  van  Gogh  and  a  Renoir  cap  years  of  high  rolling. 
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APANESE  PAPER  AND  pulp  mav- 

erick  Ryoei  Saito  bought  van 
Gogh's  "Portrait  of  Dr.  Gachet"£ 
and  Renoir's  "Au  Moulin  de  la  Ga- 
lette"  in  May  for  over  $160  million. 
But  then  Saito  has  alw^ays  been  a  high; 
roller  and  a  tightrope  walker.  And  hei  ; 
still  is. 

After  World  War  II  he  led  his  fami 
ly's  publicly  traded  paper  company, 
Daishovk'a  Paper  Manufacturing  Co., 
Ltd.,  in  a  battle  royal  against  Oji  Pa 
per,  Jujo  Paper  and  Honshu  Paper.  The' 
latter  three  were  members  of  the  Japa- 
nese business  establishment.  They 
had  been  separated  from  the  old  Oji 
Paper,  part  of  the  Mitsui  Group,  when 
it  was  broken  up  after  the  war. 
Daishowa  was  a  loner.  Under  Saito's 
guidance,  Daishowa  took  them  on, 
cutting  prices  and  grabbing  market 
share  in  a  way  the  clubby  Japanese 
found  unseemly  in  their  home  mar- 
kets. By  1965  Daishowa  had  become 
Japan's  second-largest  paper  producer, 
and  it  has  battled  to  overtake  Oji  fox 
the  number  one  spot  ever  since.  To 
day  it  is  itself  a  giant,  with  revenues 
this  year  of  $2.7  billion.  Saito  and  his 
family  control  at  least  20%  of  the 
shares  (estimates  run  up  to  40% 
That  plus  real  estate  puts  the  family's 
net  worth  at  around  $1  billion. 

At  age  74,  Ryoei  Saito  is  honorary 
chairman,  and  his  eldest  son,  Kimi- 
nori,  49,  is  president,  but  the  compa 
ny  is  still  run  in  the  same  aggressive 
way.  Recent  acquisitions  of  U.S.  and 
Canadian  paper  plants  have  strength 
ened  Daishowa's  foothold  overseas, 
way  ahead  of  Japanese  rivals  also 
seeking  manufacturing  bases  abroad. 

What's  also  unusual  is  that 
Daishowa  has  expanded  over  the  past 
few  years  mainly  through  bank  debt 


¥ 


ltd 


President  Kimitiori  Saito 
Continuing  the  aggressive  ways? 


64 


FORBES,  SEPTEMBERS,  1990' 


iicti 


j 


rather  than  by  tapping  equity  mar- 
kets, to  avoid  diluting  the  family's 
stake.  For  the  fiscal  year  ended  in 
March,  debt  swelled  to  $3  billion, 
double  what  it  was  three  years  ago 
and  five  times  shareholders'  equity,  in 
an  industry  where  debt  rarely  exceeds 
twice  shareholders'  equity.  This  be- 
comes a  bit  scary,  given  that  the  Japa- 
nese paper  industry  is  in  a  slump, 
caused  by  overcapacity  and  the  effect 
of  a  weak  yen  on  pulp  imports. 
Daishowa's  profits  dropped  35%,  to 
$35  million,  this  year,  but  the  situa- 
tion was  worse  than  it  appeared.  Only 
a  $114  million  boost  from  profits  on 
the  sale  of  stock  from  the  company's 
portfolio  kept  the  firm  out  of  the  red. 

Daishowa  survived  an  earlier 
slump — but  just  barely.  When  the  sec- 
ond oil  shock  hit  in  1979,  Daishowa 
was  in  the  midst  of  a  spending  binge. 
It  already  had  operations  in  the  U.S. 
and  Canada.  As  business  declined, 
Saito  had,  ignominiously,  to  cede  par- 
tial control  of  Daishowa  to  Sumitomo 
Bank,  the  company's  biggest  creditor. 

Sumitomo  found  that  ambitious 
spending  on  paper  production  wasn't 
the  only  problem.  Ryoei  Saito  had  put 
an  estimated  $1  billion  of  company 
money  into  art,  golf  courses  and  the 
stock  market,  a  favorite  hobby  of  his. 
Sumitomo  forced  Saito  to  sell  the  art 
and  the  golf  courses,  treasures  he  had 
accumulated  for  the  company.  Saito 
was  angry  but  complied. 

Saito  retaliated  in  1983,  when  the 
paper  market  was  recovering.  He  paid 
back  Daishowa's  loans  to  Sumitomo 
and  astounded  the  Japanese  business 
community  by  cutting  all  ties  with 
Sumitomo  Bank.  That's  something 
not  done  in  Japan,  where  a  secure  rela- 
tionship with  a  major  bank  is  consid- 
ered a  vital  safety  net. 

Two  years  later,  in  another  miich- 
too-public  scandal  for  the  proper  Japa- 
nese, Saito  fired  a  brother,  Kikuzo, 
who  was  then  company  president.  Ki- 
kuzo later  accused  Ryoei,  in  an  inter- 
view with  Japanese  newspapers,  of 
borrowing  large  sums  from  Daishowa 
for  personal  purchases. 

With  Sumitomo  gone,  Daishowa 
was  free  to  continue  its  aggressive 
expansion  abroad.  Early  in  1988  it 
paid  $78  million  for  the  Port  Angeles 
Mill  in  Washington  State.  Saito  then 
put  another  $52  million  toward  up- 
grading the  mill,  which  now  supplies 
i  around  20%  of  the  telephone  directo- 
ry paper  in  the  U.S. 

The  same  year,  Daishowa  bought 
the  North  American  assets  of  Reed 
'International  (mainly  a  newsprint 
mill  in  Quebec,  which  sells  its  prod- 
uct in  Canada  and  to  American  news- 
papers such  as  the  Washington  Post  and 
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Why  Would  Some  Of 
The  Biggest  Minds  Li  The 

Livestment  World 
Ask  You  To  Think  SmaU? 


As  history  has  taught  us,  size  is 
not  always  proportional  to  value. 
We  believe  that  the  key  to  real 
growth  is  hearing  opportunity 
before  it  knocks.  The  Legg  Mason 
Special  Investment  Trust  invests 
principally  in  equity  securities  of 
companies  with  market  capitaliza- 
tions of  less  than  $1  billion  and 
have  one  or  more  of  the  following 
characteristics: 

■  not  closely  followed  by,  or  are 
out  of  favor  with,  investors; 

■  believed  to  be  undervalued 
in  relation  to  their  long-term 
earning  power  or  asset  values; 

■  securities  of  companies  in 
which  unusual  developments 
have  occurred  which  suggest 
the  possibility  that  the  market 


value  of  the  securities  will 
increase; 

■  securities  of  companies 
involved  in  actual  or  antici- 
pated reorganizations  or 
restructurings. 

We  believe  that  the  Legg  Mason 
Special  Investment  Trust  is  a  philos- 
ophy you  can  grow  on.  Let  us  show 
you  how  thinking  small  can  offer 
big  rewards. 

For  a  prospectus  containing 
more  complete  information,  in- 
cluding charges  and  expenses,  call 
1-800-822-5544.  Read  it  carefully 
before  investing  or  sending  money. 


LEGG 


Special 
\nvestmentTrust 


stMiniil  Ir.ullllun.Sirid!  IWI'l, 
()wrr,B«ltiiium!.MI)2l20:i 
Aviiil.ibliM'xc.lusiviilvtlmiii^ilil.eKg  Mason. 


Li'KuM.iM.ii  Aiih 
i  iif  Legg  M.ison  'I'owrr.  Biiltiinort:.  Ml)  2 1 20;i 


This  ad  does  not  constitute  an  offer  in  any  stale  in  wliic  :li  such  an  offer  cannot  lawfully  he  made. 


A  First  in  Foreign  Investing 

The  Brazil  Fund,  Inc.  is  a  closed-end 
investment  company  seeking  long-term 
capital  appreciation  through  investment  in 
securities,  primarily  equities,  of  Brazilian 
issuers.  It  is  the  first  vehicle  for  investing 
in  Brazilian  securities  publicly  offered  in 
the  U.S. 

This  Fund,  whose  shares  are  listed  on  the 
New  York  Stock  Exchange,  is  managed  by 
Scudder,  Stevens  &  Clark,  Inc. 


For  a  copy  of  the 
latest  report, 
please  write: 


The  Brazil  Fund,  Inc. 
c/o  The  Scudder  Funds 
P.O.  Box  9046,  Dept.  257 
Boston,  MA  02205-9046 

SCUDDER 
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Take  your  corporate  rate 
on  the  road. 


>  a» 


©  1990  AT&T 


When  your  employees  make  business  calls  away 
from  the  office,  your  company  may  not  be  getting 
the  savings  it's  entitled  to.  That's  unless  your  em- 
ployees use  The  AT&T  Calling  Card  for  Business. 

Only  AT&T  ties  calling  card  usage  to  ever\'  inter- 
state volume  discount  plan  we  offer  such  as  AT&T 
PRO""  mTSmd  MEGACOAT  WATS.  So  regardless 
of  the  size  of  your  business,  you  always  get  the 
discounts  you  deserve.  And  your  savings  go  where 
your  employees  go.  From  a  phone  l:K)()th  in 
Muleshoe,  Texa.s,  to  a  hotel  in  the  Big  Apple. 

But  the  advantages  go  beyond  savings  and 
easy  access  to  the  AT&T  network.  When  vou  add 
our  flexible  EXECU-BILV  scTiia]  you  get  a 
more  efficient  way  of  tracking  and  monitoring 
card  expenses. 

Billing  is  custom  tailored  to  work  the  way  your 
company  works,  wlieiherNou  have  one  local  office 
or  many  offices  across  the  nation  or  around  the 
world.  You  specify  who  receives  statements  and 
the  level  of  detail  c^ach  statement  contains.  We 
can  even  personalize  V'our  cards  with  your 
company's  logo. 

Your  phone  system  just  isn't  complete  without 
The  A'l&T Calling  Czird  for  Business  and  EXECU- 
BILL  sen  ice.  Find  ( )ut  h(  )w  y(  )ur  companv'  can  get 
it  free.  Qill  vour  AT&T  Account  Executive  or 
1800  222-0400,  Ext.  2150. 


The  ATM^  Calling  Card  for  Business. 
Another  AIM^  advantage. 


AT&T 

The  right  choice. 


,/ 


HERMELINDA  UPHOLDS  AN 
IRONCLAD  PRINCIPLE:  EVER^^^HI^ 
IN  HER  HOTEL  SHOULD  BE  IN 
PERFECT  CONDITION.  INCLUDING  YOl 


■->■'-/: 


%s*-- 


i-^.^^^  ^ 


>--.tL 


uielinda,  Health  Ciul>  Manager 
r  Seasons  Olympic  Hotel,  Sealtle 


She  hrmly  believes  tnat,  while  granting  your  every  wish  may  he  the  philosophy  or  the  hotel, 
there  are  still  some  things  you  must  oo  ror  yourselr.  With  that  in  mind.,  she  takes  you  through  ,. 

FburSeasons 

your  workout,  rrom  warm-up  stretches  to  a  well-aeservea  massage.  For  at  the  Four  Seasons         OlvniDlcHotGl 
we  reel  tahing  care  or  you  means  doing  everything  we  can.  Even  it  that  means  putting  you  to  work. 


411  UNivERsnr  Street,  Seattle,  WA  98101  Phone  (206)  621-1700 


Hotels  • 
lwited  states 

Austin 
Boston 

Chicago 

Lnicago 
(Ritz-Carlton) 

Houston 

Houston 
(Inn  on  the  Park) 

Los  Angeles 
(At  Beverly  Hills) 

New  VorK 
(Tne  Pierre) 

Newport  Beacn,  Laliromia 

Pnilaaelpnia 

San  Francisco 

Seattle 
(The  Olympic) 

Washington,  D.C. 

CANADA 

Montreal 

Ottawa 

Toronto 

Toronto 
(Inn  on  the  Part) 

Vancouver 

LTNITED  KINGDOM 

London 
(Inn  on  the  Park) 

Resorts 

Canada 
(Minalci  Lodge) 

Dallas 
(Las  Colinas) 

Maui 

(Wailea) 

Santa  Barbara 
(The  Biltmore) 

Ne^■is,W.I. 
(Late  1990) 

Carlsbad,  Calitomia 
(Aviara,  1992) 

Hawaii 
(Kona,  1992) 

Scottsdale 
(At  Pinnacle  Peak,  1993) 


For  reservations,  call  your  travel  agent,  or  in  tne  U.S. 
call:  (800)  332-3442;  in  Canada  (800)  268-6282. 
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FburSeasons 

Hotels  ♦Resorts 
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Mjiiht-w  Mc\'a\'/Saba 


IH-iims  HikW  c.imv 

> 

I; 
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Daisboira  operations  in   > 

Forestry  sources  are  dwindling,  and  it's  cheaper  to  produce  abroad. 


the  Neiv  York  Post]  for  an  estimated 
$500  million.  Earlier  this  year 
Daishowa  bought  a  lumber  mill  from 
Canadian  Forest  Products  Ltd.  to  sup- 
ply a  pulp  plant  in  Alberta.  "The  com- 
pany is  run  by  one  man,  so  it  can 
move  extremely  fast,"  says  an  envi- 
ous competitor. 

This  expansion  abroad  at  a  time  of 
financial  strmgency  is  typical  of 
Saito.  If  he  can  survive  the  squeeze — 
as  he  has  survived  past  squeezes — he 
will  have  gained  further  ground  on  his 
rivals.  Japan's  own  forestry  resources 
are  dwindling,  and  the  industry  is  in- 
creasingly dependent  on  imports. 
High  energy  costs  in  Japan  make  it 
cheaper  to  produce  abroad. 

Will  he  slow  down,  maybe  sell 
some  assets?  "We  have  no  plans  to 
slow  down,"  says  Daishowa  Interna- 
tional Executive  Vice  President  Rei- 
jiro  Nakakura.  The  company  intends 
to  spend  as  much  as  $330  million  over 
the  next  year  on  capital  investments 
in  Japan.  Daishowa  is  building  a  new 
de-inking  plant  for  recycled  paper  in 
Canada,  and  a  linerboard  facility  is 
planned  for  Stockton,  Calif. 

The  company  will  continue  to  rely 
heavily  on  bank  borrowings,  but  it 
seems  clear,  too,  that  Saito  is  dipping 
into  other  family  financial  resources. 
Ashitaka  Rinsan  Kogyo,  the  family's 
private  holding  company,  shelled  out 
$49  million  in  April  to  buy 
Daishowa's  share  of  a  23-year-old  eu- 
calyptus-chip Australian  venture 
with  C.  Itoh.  The  holding  company 
makes  some  of  its  money  leasing  ma- 
,  chines  to  Daishowa.  Last  year  Ashi- 
taka bought  25%  of  the  preferred 
shares   of   Daishowa's   new   Alberta 


DciLshoH'ct's  hcisi'  in  l-uji  City 
Trying  to  catch  up  with  OJi. 

pulp  mill.  Where  is  Ashitaka  getting 
the  money?  The  company  does  not 
disclose  financial  information.  (The 
Saitos  would  not  speak  with  Forbes.) 
But  according  to  a  Japanese  corporate 
research  firm,  Ashitaka  has  borrow- 
ings of  around  $300  million,  which 
are  guaranteed  by  Daishowa — a  kind 
of  cross-collateralization. 

Will  Daishowa  weather  the  storm 
in  the  paper  industry?  Saito's  suppli- 
ers and  business  partners  seem  re- 
markably coolheaded  about  the  debt 
load,  despite  the  prospect  of  rising 
interest  rates  and  higher  energy 
prices,  a  result  of  Saddam  Hussein's 
depredations.  Faced,  not  for  the  first 
time,  with  a  tight  financial  situation, 
Ryoei  Saito  may  gain  serenity  from 
gazing  at  his  van  Gogh  and  Renoir.  ■ 
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!lff«nMW«flBII« 


how  much 


business  could 
W«i  less  inventory 


S' 


I 


look«^  at  4h#-^te8t4(^H4ip^fi^  -a  distribution  ^^^^cspee-tive 
A  precisely  tailored  system  would  keep  your  produc 
moving  smootlily ■  and-cffici^^Hri^^  from  its  raw^a-fe^^isk^ 
state, -all-tlie-way  tlirough  to  its  end  markets. 

This,  of  course,  would  -ef^afete-yetHto  lower  ware 
housing  and  inventory  ■€-a!HFyk^  costs.  ¥^i^k^^  ^^^^ 
reduce  operating  expenses  acr0S6--4^^teaj;d.  And, -at-tihc  j^ 
.sftffi^«4i^^%*^fr^^!3*^4¥i^^^  better  p^^ian  to  sue 

'€CS3fully  satisfy  your  customers. 

Th2its  j^m^^f'wk^  Ryder's  Dedicated  Contract 
Carriage '  €^f^de-Hfof-ymjt4tHS  a  customized  transportation 
system  ^desig^ned  to  optimize  your  -eotie^  distribution 
and  logistics  picture. 


ii. 


[  It  offers  •^¥e¥y#^mgy^!Ffie(}^-  te-epefa:te-^  top  effi- 
[iency  From  vehicles,  drivers,  and  mechanics -^dWt^^way 
;^^^^e^  to  tailor-made  software -t^teep^hem  aM  ooiiBck. 
ft-addttiofFrw^  also-p^>vide  total  administrative  and-foU 
IIS  support. 

Best  of  all,-«i4^€  we  manage  the^^^ire-^st^a-for 
@^^r4t'Trfitaii^s- ijn4^  your  control.  Which  means 
if^u^^^e«t-d^te'«^e-pregram,  Ryder  is  accountable  to 
;^w4a  ^a-Mly  €Qmmi^d-we!4^ftg  par4j^er6h^  steer  a 

.ourse  for  you  tlirough  rho^^^^-^^^^^s^mg  complexities  of 
)days  transportation-e«¥#onment.  And4^1fM?j^i  antici- 
ate  tomorrows  changes  by  4onstaiidy'4ii^eti#togii^g  yyur 
ftt»atwiytj°reii  adjusting  the  system  to  offoi^tivcly  niicjot 
our  evolving  needs. 

^1        a^y^^^h^ffik  your  company  could  benefit  from  tliis 
ppm^dirrt^'^^iteet  R\der4kw^«gk4be  coupon  b^^w  We  11 
Qik^M^jhA^Qk^iQ  take  stock  of  what  you  have.  Then  make 
work  harcte*.  For  less. 


iti 


D  Yes,  I'd  like  more  inforiviruv    iboi-r  ininroving  -•'>y  disf''iuti<  >n. 

Return  to:  R\der  Transportrjtion  Rcscurces.  r«  Fv;;;  212922.  Moilvwood,  Floriua  33022-9954  | 

ill 

Name Title , 

Company Tel  # Best  time  to  call | 

Address City State Zip 


TRANSPORTATION  RESOURCES  i 


90  R\dcr  Truck  Rcnial.  Inc  A  Ryder  S>siem  C<>mpan\ 


While    lots    of  people    are    fwhtiriQ    to    keep  Arlington  kss  than  2  mlles  from  the| 

J    I^        Jr  JOG  IT  new  site.  But  the  clincher  was  a  host 

regional  dumps   out  of  their  towns,    a  few  fee  that  can  mn  as  high  as  $1.25  a  ton] 

^-*        .     .         1 .    .  J  J  J  depending  on  volume.   The   county 

municipalities  are  more  than  happy  to  take  wui  get  a  mimmum  of  $300,000  an 

other  people's  garbage,  for  the  right  price.  ''"^"^  ^^^  """""^^  "^'^  ^^  '^^''  ^^ 


Tes,  in  my 
backyard 


By  Roth  Simon 


We're  good  capitalists;  we 
realized  there  was  money  in 
garbage,"  says  Fred  Darden, 
administrator  of  central  Virginia's 
Charles  City  County  (pop.  6,700).  Sit- 
uated midway  between  Williamsburg 
and  Richmond,  the  county  has  been 
taking  in  about  $5  for  each  ton  of 
refuse  dumped  in  its  landfill.  That's 
more  than  $1  million  a  year,  enough 
to  cut  the  county's  property 
taxes  nearly  20%  and  rebuild 
its  ailing  school  system,  too. 

There  are  other  benefits. 
Chambers  Development  Co., 
Inc.,  the  Pittsburgh-based  firm 
that  operates  the  Charles  City 
dump,  has  agreed  to  pick  up 
the  county's  garbage  for  free 
and  pay  for  environmental 
monitoring  at  the  dump  site. 

While  most  towns  howl  in 
protest  at  the  thought  of  host- 
ing a  regional  landfill,  others 
are  taking  Charles  City's  ap- 
proach. They  have  decided  it 
makes  sense  to  accept  an  envi- 
ronmentally sound  landfill, 
provided  they  get  some  eco- 
nomic benefits  in  return.  The 
main  benefit  is  money,  in  the 
form  of  royalty  payments 
known  as  "host  fees."  These 
are  paid  by  the  landfill  opera- 
tor to  the  host  city  or  county;     

the  operator  makes  his  money  by  col- 
lecting "tipping  fees"  from  neighbor- 
ing communities  that  dump  their 
trash  in  the  landfull.  The  host  fees  can 
range  from  25  cents  a  ton  to  more 
than  $10,  depending  on  the  size  and 
location  of  the  landfill,  the  kind  of 
garbage  it  accepts,  and  the  communi- 
ty's negotiating  skills. 

With  some  landfills  in  densely  pop- 
ulated parts  of  the  country  charging 
tipping  fees  of  $100  a  ton  or  more. 


rather  than  the  $10  a  ton  of  a  few 
years  ago,  it's  getting  easier  to  charge 
host  fees.  A  slice  of  landfill  revenues 
can  make  a  big  difference  to  rural 
communities  like  Gilliam  County, 
Ore.  (pop.  1,900),  which  depends  on 
wheat  farming  and  cattle  ranching  for 
its  livelihood.  Last  January  Waste 
Management  Inc.  began  hauling  gar- 
bage to  Gilliam  from  Portland,  150 
miles  to  the  west. 
Wasn't     the     not-in-my-backyard 


Fred  Darden  at  Charles  City  landfill 

Trash  means  a  20%  tax  cut  and  new  schools 


syndrome  a  problem?  "Maybe  in  the 
whole  county  there  were  five  families 
opposed  to  the  landfill,"  recalls  Judge 
Laura  Pryor,  who  chairs  Gilliam 
County's  Board  of  Commissioners. 
"In  all  the  hearings,  no  one  testified 
against  the  landfill  or  wrote  a  letter 
opposing  it." 

Why  so  little  opposition?  One  rea- 
son is  that  Waste  Management  earned 
the  county's  confidence  with  its  han- 
dling of  a  hazardous-waste  landfill  in 
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tween  the  county  budget,  a  property 
tax  cut,  and  efforts  to  spur  additional 
economic  development. 

Residents  of  East  Carbon  City, 
Utah  were  so  eager  to  get  a  new  land 
fill  that  James  Robertson,  then  the 
mayor,  made  a  special  trip  to  the  gov 
emor's  office  to  speed  the  proceed 
ings.  East  Carbon  City  fell  on  hard 
times  when  U.S.  Steel  closed  its  coal 
mine  there  in  1982.  As  employment 
shrank,  so  did  the  city's  budget,  fore 
ing  it  to  lay  off  its  entire  police  force. 
Says  Robertson,  "We  needed  some 
thing  to  start  revitalizing  the  city." 

Construction  in  East  Carbon  City  is 
slated  to  begin  in  September  on  a  new 
2,400-acre  landfill,  which  will  take 
incinerator  ash  shipped  by  rail  from 
the  East  Coast.  The  city  will  get  a  50 
cent-per-ton  host  fee,  with  another  50 
cents  going  to  the  state  and  a  further 
25  cents  going  to  the  county.  If  the 
landfill  meets  its  goal  of  1  million 
tons  of  ash  per  year,  the  host  arrange' 
ment  could  mean  40  jobs  and  as  much 
as  $500,000  in  revenues  for  the 
hard-pressed  town 

The  garbage  companies 
forced  to  pay  the  host  fees 
don't  mind.  They  see  the  fees 
as  a  small  price  to  pay  for 
avoiding  the  hassles  and  legal 
battles  normally  associated 
with  setting  up  a  landfill.  "It's 
something  the  utility  compa- 
nies and  the  railroads  have 
done  for  years,"  says  Christo 
pher  White,  president  of  Mid 
American  Waste  Systems, 
which  is  paying  a  host  fee  of 
nearly  $2  per  ton  at  a  landfill 
in  Westmoreland  County,  Pa., 
just  outside  Pittsburgh. 

But  the  clearest  sign  that 
host  fees  are  here  to  stay  may 
be  a  proposal  made  in  July  by 
waste  giant  Browning-Ferris. 
After  spending  three  years  and 
more  than  $3  million  on  an 

unsuccessful  effort  to  open  a 

new  landfill  in  upstate  New  York, 
Browning-Ferris  announced  it  would 
provide  a  package  of  benefits — includ- 
ing host  fees — to  any  New  York  com 
munity  that  came  forward  with  a  suit 
able  site. 

"We  see  host  fees  coming  into  play 
from  now  on  into  the  future,"  says 
Browning-Ferris  Vice  President  Rob- 
ert Wasserstrom.  "It's  a  business 
proposition.  We're  not  unhappy  to  do 
it."  - 
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I  I  he  problem  oi  indoor  air  pollution  in 

'  '  commereial  buildings  is  coming  under 
greater  scrutiny  as  workers,  building 
owners,  government  agencies,  the 
media  and  the  medical  profession 
mcreasingly  realize  how  serious  and 
widespread  the  problem  is.  New  re- 
search is  revealing,  however,  that 
I  poor  air  quality  is  only  part  of  over- 
all indoor  environmental  problems. 

Following  the  oil  embargo  in  the  1970s, 
commercial  buildings  were  designed  or  reno- 
vated to  be  more  tightly  sealed  for  the  purpose 
of  decreasing  energy  use.  Windows,  for  ex- 
ample, could  no  longer  be  opened. 

While  such  measures  kept  the  comfortable 
temperatures  inside  and  uncomfortable  tem- 
peratures outside,  they  also  trapped  air 
contaminants  indoors.  With  reduced  or  poor 
ventilation  from  outside  air,  the  levels  of 
contaminants  such  as  bacteria,  mold  spores, 


human  skin  scales,  ozone,  tobacco  particles 
and  formaldehyde  (from  new  building 
materials  and  furnishings),  increased  in  the 
indoor  air. 

High  levels  of  contaminants  can  cause  tlu- 
likc  symptoms,  fatigue,  headaches,  and  eye 
and  lung  irritations  ann)ng  occupants.  When 
20  percent  or  more  of  a  building's  occupants 
are  plagued  by  symptoms  that  taper  off  or 
disappear  after  leaving  the  building,  that 
building  is  said  to  have  Sick  Building  Syn- 
drome "(SBS). 

A  building  with  SBS  has  unhealthy  and 
unproductive  occupants,  and  in  extreme  cases 
it  could  lead  to  broken  leases,  workman's 
compensation  pavments  and  even  lawsuits. 
The  En\  irt)nmental  Protection  Agency  esti- 
mates that  illnesses  traceable  to  air-quality 
problems  might  affect  occupants  in  more  than 
two  million  U.S.  buildings. 

One  well-publicized  way  of  handling  indoor 
air  quality  (lAQ)  problems  today  has  been  to 
sample  the  air.  analvze  it  and  then  KK)k  for 
the  causes  of  the  contaminants. 

But  Johnson  Controls,  Inc.,  a  Milwaukee- 
based  manufacturer  of  commercial  tempera- 
ture and  building  controls  for  over  100  years, 
believes  that  air  testing  is  not  always  neces- 
sary and.  in  most  cases,  should  be  one  of  the 
later  steps  in  the  process  of  llnding  and  solving 
lAQ  problems,  rather  than  the  first. 

To  be  successful  in  its  business  of  pro\  id- 
ing  building  automation  and  productive, 
comfortable  environments.  Johnson  Controls 
has  had  to  view  the  building  as  a  "whole," 
as  a  dynamic  entity  made  up  of  interactive 
parts.  This  holistic  method  is  also  useful  in 
addressing  lAQ  concerns. 

In  more  than  1.^0  branch  offices  throughout 
North  America.  Johnson  Controls  building 
experts  provide  a  unique  combination  of 
knowledge,  service  and  products  to  help  com- 
mercial   and    intlustrial    building   owners 
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enhance  worker  productivity,  save  energy  and, 
in  the  meantime,  improve  the  quality  of  the 
indoor  environment. 

Improving  conditions  in  a  building  often 
requires  only  a  good  dose  of  common  sense. 
In  most  cases,  the  first  step  may  be  returning 
the  building  to  peak  operating  efficiency  and 
comfort  levels. 

New  research  shows  that  building  occu- 
pants are  more  likely  to  be  susceptible  to  health 
problems  if  the  overall  building  environmen- 
tal quality  is  poor.  Aspects  of  environmental 
qualit)  include  temperature,  humidity,  light- 
ing, privacy,  ergonomics  and  acoustics  in  the 
workspace.  It  is  possible  to  address  lAQ  as 
well  as  these  other  indoor  environmental 
qualities  without  sacrillcing  energy  efficiency. 

Many  of  the  problems  with  lAQ  are  related 
to  the  design  or  maintenance  of  a  building's 
heating,  ventilating  and  air  conditioning 
(HVAC)system.  Bringing  in  increased  amounts 
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may  improve  lAQ: 
it  also  will  likely  result 
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of  outdoor  air  to  dilute  the  levels  of  indoor 
air  contaminants  might  seem  like  an  obvious 
solution,  but  it  may  only  increase  the  problem 
if  the  building's  outside  air  intake  is  located 
over  a  loading  dock,  bus  stop,  alley,  in  a 
parking  structure  or  next  to  the  building's 
air  exhaust.  Since  air  intakes  and  exhausts 
are  not  architecturally  attractive,  they  often 
are  placed  in  these  types  of  out-of-sight  lo- 
cations. The  outdoor  air  there,  however,  may 
be  worse  than  the  indoor  air. 

Increased  outside  air  also  won't  help  if  the 
HVAC  system  itself  is  contaminated,  for 
example,  with  fungus  growth.  One  minor 
example  of  missed  maintenance  procedures  is 
dirty  HVAC  filters  which  trap  and  concen- 
trate organic  compounds.  These  in  turn  feed 
and  spread  microbial  contaminants  through 
the  building's  air  distribution  system. 

Fixing  design  errors  and  keeping  a  build- 
ing's HVAC  system  running  at  its  peak  effi- 
ciency can  often  eliminate  lAQ  problems.  For 
thousands  of  building  owners  throughout  the 
world,  the  best  way  to  get  to  that  point  is 
through  the  Johnson  Controls  Alliance 
Building  Services. 

Alliance  can  eliminate  conflicts  between 
energy  conservation  and  indoor  air  quality. 
A  periodic  maintenance  program  may  im- 
prove lAQ;  it  also  will  likely  result  in  more 
efficient,  more  dependable  mechanical 
equipment.  The  increased  efficiency  means 
that  maintenance  programs  often  pay  for 
themselves. 


Alliance  is  a  flexible  program,  providing 
building  owners  with  as  much  help  as  they 
want,  ranging  from  as  little  as  periodic 
changing  of  filters,  to  consultation  for  a  re- 
trofit project,  to  24-hour,  on-site  total  facility 
operations. 

Experience,  professionalism  and  dedication 
to  quality  has  brought  Johnson  Controls  to  the 
enviable  position  of  premier  consultant  and 
supplier  of  facility  services  including  environ- 
mental, mechanical  and  control  systems,  life/ 
safety  systems,  complete  system  diagnostics, 
upgrades,  retrofits,  lighting  control,  service, 
design,  facility  operations  and  management. 

In  January  1990,  Johnson  Controls  intro- 
duced Metasys,  the  most  advanced  facility 
management  system.  It  automatically  monitors 
and  controls  temperatures,  airflows,  humidity 
and  other  conditions  in  commercial,  institu- 
tional and  industrial  buildings.  Metasys  auto- 
matically controls  all  the  aspects  of  a  facility's 
HVAC  system  (as  well  as  lighting,  access 
control  and  fire/life  safety)  at  maximum 
energy  efficiency  and  provides  for  precise 
environmental  levels  throughout  a  building. 

Its  monitoring  capabilities  inform  the  build- 
ing management  and  maintenance  staff  when 
filters  need  cleaning,  mechanical  systems 
fail,  or  other  instances  of  HVAC  system 
inefficiency.  Metasys  provides  comfortable, 
productive  working  environments  while  reduc- 
ing overall  energy  consumption.  It  redefines 
the  meaning  of  facility  management  by 
incorporating  all  the  advanced  technologies 
available  today  in  a  seamless  system  designed 
to  be  integrated  and  interactive  on  every  level. 

In  buildings  with  open  offices,  Johnson 
Controls  offers  its  revolutionary  product 
Personal  Environments.  Personal  Environ- 
ments provides  each  worker  with  an  indi- 
vidual desktop  controller  that  allows  the 
adjustment  of  airflow,  temperature,  back- 
ground noise  and  task  lighting  at  each 
workstation. 
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Scientific  investigation  has  proven  what 
everyone  who  works  in  an  office  knows  from 
personal  experience:  there  is  no  single,  ideal 
temperature  for  everyone.  Some  people  shiver 
with  a  space  heater  under  the  desk  while, 
across  the  aisle,  someone  else  complains  that 
it's  too  warm.  Even  with  the  most  sophisticated 
controls  and  the  best  heating  and  cooling 
equipment,  no  more  than  50  percent  of  the 
occupants  will  be  comfortable  in  any  one 
setting  at  any  one  time. 

Air  is  delivered  to  the  workstation  through 
two  louvers  at  either  end  of  the  desktop. 'A 
fan/damper  system  mounted  under  each  desk. 
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called  the  Personal  Environmental  Module 
(PEM),  contains  an  electrostatic  filter  which 
cleans  the  air  immediately  before  it  is 
delivered  to  the  office  occupant. 

Employees  can  control  direction  and  quantity 
of  air,  and  vary  the  temperature  up  and  down. 
A  radiant  heat  panel  under  the  desk  provides 
heat  to  keep  the  lower  part  of  the  body  warm. 

Task  lighting  can  also  be  modulated  from 
the  control  panel,  adjusting  for  the  kind  of 
work  being  done  at  the  moment.  The  overall 
office  environment  is  lighted  evenly  —  and 
at  lower  levels  with  indirect  lighting  whenever 
possible  —  to  cut  down  on  glare  and  hot  spots. 

Personal  Environments  enhances  worker 
productivity  by  providing  a  cleaner,  more 
comfortable  environment.  Studies  have  shown 
that  if  workers  are  able  to  control  all  the 
comfort  conditions  in  their  workspace,  they 
will  be  significantly  more  productive. 
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Johnson  Controls  holistic  building-systems 
approach,  emphasizing  belter  design  and  op- 
eration of  building  HVAC.  provides  building 
owners  and  managers  with  the  three-fold 
benefits  of  better  indoor  air  quality,  more 
comfortable  and  protluctive  workers  and  lower 
utility  bills.  Through  dedication  to  quality, 
customer  satisfaction  and  new  solutions, 
Johnson  Controls  will  continue  to  exceed  ex- 
pectations. For  more  information  call  1-800- 
972-8040.  In  Wisconsin  call  1-800-472-6533. 
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Farmers  &  Merchants  Bank  of  Long  Beach 
is  something  most  banks  only  dream  of: 
ultraconsermtive  and  very  profitable. 


The  bank  that 
time  passed  by 


By  Ralph  King  Jr. 


A 


T  FIRST  GLANCE  Farmers  &.  Mer- 
chants Bank  of  Long  Beach,  in 
Cahfomia,  seems  to  be  locked 
in  a  time  warp. 

The  security  system  consists  partly 
of  a  sawed-off  12-gauge  shotgun 
Chairman  Gus  A.  Walker,  91,  keeps 
handy  at  all  times.  His  son,  President 
Kenneth  Walker,  63,  works  behind  a 
teller's  window  and  lends  money 
from  a  rolltop  desk.  Each  night  the 
bank's  third-highest  officer,  a  senior 
vice  president,  personally  locks  the 
vault  before  going  home. 

But  looks  are  deceiving.  With  assets 
of  $1.3  billion,  the  sleepy-looking  83- 
year-old  bank  has  generated  a  fortune 
for  the  Walker  family  conservatively 
estimated  at  $200  million.  They've 
grown  wealthy  by  providing  personal 
service  at  low  cost  and  lending  only  to 
reliable  people  in  their  backyard  of 
south  Los  Angeles  and  Orange 
County. 

These  are  basics  of  sound  banking, 
and  the  Walkers  have  pursued  them 
fanatically  since  1907.  Plenty  of  fi- 
nancial institutions  have  neglected 
those  basics  in  recent  times,  growing 
and  lending  themselves  to  the  brink 
of  insolvency,  and  beyond. 

Walker's  bank  boasts  financial 
statements  breathtaking  to  behold.  Its 
2.1%  return  on  assets  is  higher  than 
any  other  independent  U.S.  bank  with 
assets  over  $1  billion.  The  same  goes 
for  its  16.4%  ratio  of  capital  to  assets. 

"A  banker  has  a  lot  of  responsibili- 
ties," says  Gus  Walker,  who  dresses 
in  drab  gray  suits  and  keeps  two 
black-and-white  photographs  of  his 
father,  the  bank's  founder,  beside  his 
desk.  "Some  banks,  and  those  s&.ls, 
wouldn't  be  in  the  shape  they're  in 
today  if  they'd  taken  their  responsi- 
bilities more  seriously." 
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Farmers  &  Merchants  is  more  seri- 
ous than  most.  The  bank  doesn't  trust 
its  depositors'  savings  solely  to  the 
Federal  Deposit  Insurance  Corp.  Not 
for  a  minute.  Its  deposits  are  100% 
backed  by  cash  and  short-term  gov- 
ernment bonds.  It's  probably  the  last 


bank  in  America  that  will  ever  need  a 
taxpayer  bailout. 

The  bank's  attitude  toward  lending 
money  makes  Scrooge  seem  like  a 
spendthrift.  No  wooing  of  would-be 
borrowers;  customers  ask  for  money 
standing  up.  When  Walker  agrees  to 
lend — which  isn't  often — he  takes 
more  collateral  than  most  bankers 
would.  Result:  Less  than  1%  of  its 
assets  are  nonperforming.  Loan 
growth  is  not  the  Walker  family's  ob- 
jective; avoiding  loan  losses  is. 

But  once  you're  a  customer,  you're 
treated  like  family.  Because  there's 
little  turnover  in  the  managerial 
ranks,  relationship  banking  is  more 
than  a  buzzword.  No  one  needs  an 
appointment  to  speak  to  the  Walkers. 
Standard  loan  fees  are  routinely 
waived  in  hopes  that  borrowers  will 
become  even  bigger  depositors.  If 
you're  a  longtime  client,  you  get  a  big 
box  of  fruit  each  quarter. 

One  reason  many  business  people 
no  longer  feel  loyal  to  their  banks  is 
that  the  banks  no  longer  act  loyal  to 
them.  Walker  doesn't  want  to  call  in 


Kenneth  and  Gus  Walker  of  Fanners  &  Merchants  Bank  of  Long  Beach 
The  strongest  bank  in  the  nation? 
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loans  he's  made  to  people  he's  known 
for  years,  especially  not  during  tough 
economic  times.  He  wants  to  keep 
their  loyalty  and  friendship.  Which  is 
one  reason  he  keeps  such  a  high  capi- 
tal ratio,  nearly  three  times  the  cur- 
rent 6%  minimum  set  by  federal  regu- 
lators. In  the  unlikely  event  that  as 
much  as  a  third  of  its  loan  portfolio 
goes  bad.  Farmers  &  Merchants  could 
still  fulfill  federal  capital  require- 
ments without  calling  loans. 

"We  would  survive  another  1930s- 
type  depression,  but  institutions  with 
less  than  a  10%  capital  ratio  would 
not,"  says  Ken  Walker,  who  inherited 
his  father's  pale  blue  eyes,  his  passion 
for  polo  playing  and  his  church-mind- 
edness.  In  1989  the  bank  donated 
$600,000  to  local  churches  and  chari- 
ties and  has  made  loans  over  the  years 
to  build  hundreds  of  churches,  includ- 
ing televangelist  Robert  Schuller's 
Crystal  Cathedral  m  Orange  County. 
Thankful  congregations  produce  plen- 
ty of  loyal  depositors. 

Overhead  is  a  microscopic  1.7%  of 
,  roughly  half  the  industry  aver- 


age. The  bank  owns  all  but  3  of  its  16 
branches.  Staffing  is  bare  bones,  with 
only  400  employees.  In  addition  to 
being  charged  with  sealing  the  head- 
quarters vault  each  night,  a  bank  se- 
nior vice  president  also  goes  around  to 
collect  the  cash  trays  from  the  tellers. 

While  big  Japanese  banks  have 
pumped  millions  into  gleaming  high- 
rise  hotels  and  office  buildings  in 
Long  Beach  (Forbes,  May  29,  1989], 
Farmers  &.  Merchants'  contributions 
to  the  economy  are  more  nuts  and 
bolts.  Take  Sun  Meat  Co.,  a  Placentia, 
Calif. -based  restaurant-meat  distribu- 
tor started  by  Dennis  Bustam  in  1983 
out  of  the  trunk  of  his  car.  Within  six 
months  Bustam  obtained  a  $30,000 
new  truck  loan  from  the  bank.  The 
following  year  he  got  a  $25,000  letter 
of  credit,  but  only  after  putting  a  like 
amount  on  deposit.  Today,  the  fast- 
growing  firm's  credit  is  unsecured. 

More  than  anything,  what  brings 
people  in  the  door  is  peace  of  mind. 
The  bank's  bulletproof  balance  sheet, 
published  semiannually  in  half-page 
local     newspaper     ads,     pronounces 


Farmers  &  Merchants  "the  strongest 
bank  in  the  nation."  That  strikes  a 
chord  among  people  frightened  by  re- 
ports of  failing  thrifts  and  sick  com- 
mercial banks.  "I've  been  listening  on 
the  news  about  how  banks  are  falling 
under,"  says  depositor  David  McCoy, 
34.  "Not  this  one." 

Until  1981  Charles  Patterson,  who 
owns  the  Orange  County  Volvo  deal- 
ership, did  all  his  banking  with  Bank- 
America.  "I  got  concerned  about 
them,  and  I  don't  have  much  faith  in 
the  government,"  he  says.  So  Patter- 
son switched  most  of  his  cash  ac- 
counts and  even  his  mother's  trust 
into  Farmers  &.  Merchants.  "I  would 
put  almost  anything  I  had  in  there." 

Had  more  of  the  nation's  bankers 
thought  like  the  Walkers,  a  lot  of  fan- 
cy high-rise  and  condo  projects 
wouldn't  have  been  built  and  many 
Third  World  nations  would  have  had 
to  face  reality  sooner  than  they  did. 
More  to  the  point,  the  press  and  air- 
waves wouldn't  be  filled  with  cries 
and  alarms  over  the  soundness  of  the 
nation's  banking  system.  ■ 


Charles  Bay  less  seems  to  enjoy  cleaning  up 
messes.  He  has  taken  on  a  real  beaut  in 
Tucson  Electric  Power  Co. 
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rd  be  bored 
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By  Hare  Beanchamp 


UTILITY  COMPANIES  arc  supposcd 
to  be  widows'  stocks,  but  read 
this:  With  Arizona's  economy 
limping,  Tucson  Electric  Power  Co. 
has  excess  power  capacity  on  its 
hands  and  little  hope  for  rapid  growth 
any  time  soon.  The  company  is  sad- 
dled with  a  failed  diversification  strat- 
egy that  includes  everything  from  ho- 
tels to  banking.  Last  year  ($508  mil- 
lion revenues)  Tucson  Electric  posted 
a  loss  of  $82  million;  this  year  it  is 
expected  to  lose  well  over  $30  mil- 
lion. Its  stock,  recently  at  12,  was  over 
50  only  two  years  ago  (the  quarterly 
'dividend  was  eliminated  in  January). 
Want  to  hear  more?  Tucson  Elec- 


tric's  relations  with  the  state  regula- 
tors are  abysmal,  and  angry  share- 
holders have  filed  class-action  suits 
charging  that  insiders,  including  for- 
mer chief  Executive  Einar  Greve, 
dumped  stock  in  early  and  mid- 1989 
just  before  the  utility's  earnings  began 
to  melt  down.  Greve,  61,  who  re- 
signed 14  months  ago,  was  already  the 
talk  of  Tucson  for  marrying  a  25-year- 
old  former  topless  dancer. 

Say  this  for  the  company:  It  most 
likely  has  nowhere  to  go  but  up.  This 
probably  explains  why  Charles  Bay- 
less,  47,  agreed  in  December  to  leave 
his  post  as  chief  financial  officer  of 
Public  Service  of  New  Hampshire  to 
join  Tucson  Electric;  he  became  chief 
executive  in  June,  and  he  couldn't  be 
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more  different  from 
Greve.  Low-key  and 
thoughtful,  the  son  of  a 
West  Virginia  hardware 
store  owner,  Bayless 
earned  an  electrical  engi- 
neering degree  from  West 
Virginia  Institute  of  Tech- 
nology while  working  part 
time  as  a  lineman  for  the 
local  utility.  He  later 
picked  up  a  law  degree 
from  West  Virgmia  Uni- 
versity and  an  M.B.A. 
from  the  University  of 
Michigan. 

To  show  that  he  is  seri- 
ous about  getting  costs  in 
line,  Bayless  took  a  salary 
of  $300,000  and  no  bonus, 
far  less  than  the  nearly  $1 
million  Greve  took  home 
in  1988. 

It  has  been  a  busy  few 
months  for  Bayless.  He 
has  raised  $116  million  in 
badly  needed  cash 
through  two  debt  offer- 
ings, and  he  and  Tucson 
Chief  Financial  Officer  Ira 
Adler,  39,  are  working 
with  Swiss  Bank  Corp.  to 
secure  a  $350  million 
credit  line. 

To  help  pay  down  the 
mounting  debt,  Adler 
hopes  to  scrape  up  over 
$200  million  by  selling  all 
of  Tucson  Electric's  non- 
utility  assets  in  the  next 
three  years.  These  include 
a  hotel  in  Woodland  Hills, 
Calif.,  stock  in  Tennes- 
see's Union  Planters  Bank 
and  a  40%  stake  in  California's  Foot- 
hill Group,  an  outfit  specializing  in 
financing  troubled  companies. 

For  Bayless,  the  toughest  part  will 
be  persuading  state  regulators  to  let 
him  raise  rates,  in  part  to  cover  the 
cost  of  the  just-completed  $830  mil- 
lion, 360-megawatt  Springerville  Unit 
2,  a  coal-fired  plant  in  northeast  Ari- 
zona. The  project  was  approved  by 
state  regulators  before  Arizona's 
economy  went  soft,  but  Bayless  is 
convinced  the  additional  power  will 
be  needed.  He  figures  rates  need  to 
rise  30%  to  40%  but,  wisely,  he  plans 
to  ask  for  the  increases  in  a  series  of 
single-digit  annual  rate  hikes. 

Bayless  is  convinced  that  heavy- 
handed  regulators  have  hamstrung 
the  utility  industry.  The  regulators 
assume  the  power  companies  have  a 
monopoly,  which  in  fact  they  do  not. 
They  increasingly  face  competition 
from  cogeneration  and  from  indepen- 
dent power  producers. 


/ncscjh  F.k'c trie's  Charles  Bayless 

Will  he  merge  himse^out  of  a  Job? 


"All  regulation  about  rates  pre- 
sumes (utilities]  are  a  monopoly,  and 
we  aren't,"  says  Bayless.  The  regula- 
tory process,  he  feels,  has  held  up  con- 
struction of  new  nuclear  and  conven- 
tional power  plants,  especially  in  the 
Northeast,  where  he  formerly 
worked.  This  sets  the  stage  for  power 
shortages  in  the  Nineties,  which  Bay- 


Tucson  EleetJ'ie  's  Ira  Adler 
Selling  hotels,  banks. 


less  has  described  in  detail 
in  a  persuasive  manu- 
script entitled  "Requiem 
for  an  Industry."  In  it, 
Bayless  draws  on  thinkers 
from  Plato  to  economist 
Joseph  Schumpeter  to 
marshal  an  argument  that 
rate  regulation  should  be 
abolished. 

Tucson  Electric's  hopes 
are  riding  on  a  rebound  in 
the  local  economy,  and 
there  are  some  signs  that 
the  rebound  may  be  under 
way.  One  key  indicator, 
the  apartment  vacancy 
rate,  has  fallen  in  the  past 
year  and  a  half  from  more 
than  16%  to  less  than  9%. 
The  region's  population 
continues  to  grow,  albeit 
at  2.5%  a  year,  versus  4%, 
in  the  early  Eighties.  With 
labor,  land  and  housing 
readily  available  and 
cheap  in  Arizona,  compa- 
nies from  American  Air- 
lines to  Sears  and  Ameri- 
can Express  are  moving 
some  back  office  and  tele- 
marketing operations  to 
Tucson. 

Still,  Bayless  knows  it 
will  take  four  to  five  years 
for    Tucson    Electric    to 
grow  out  of  its  capacity 
glut.  To  bring  in  cash  in 
the   meantime  he  is  ag- 
gressively marketing  Tuc- 
son     Electric's      surplus 
power.    His    electricity — 
coal-generated  and  among 
the  cheapest  in  the  South- 
west— becomes    more    attractive    to 
California  utilities  as  oil  prices  rise. 

Chances  are,  however,  that  Bayless 
will  be  gone  before  Tucson  grows  out 
of  its  electricity  surplus.  He  probably 
intends  to  do  in  Tucson  what  he 
helped  do  at  Public  Service  of  New 
Hampshire:  stop  the  bleeding  and  set 
the  stage  for  the  utility's  sale.  For 
Tucson  Electric,  the  most  likely  buy- 
er is  PacifiCorp,  the  acquisitive  Port- 
land, Ore. -based  utility  giant,  which 
snapped  up  Utah  Power  &  Light  last 
year  and  is  trying  to  buy  the  belea- 
gured  Phoenix-based  Pinnacle  West 
Capital  Corp.,  the  parent  of  Arizona 
Public  Service. 

Why  would  Bayless  merge  himself 
out  of  a  good  job?  Probably  because  he 
enjoys  putting  out  fires  more  than  he 
does  running  a  business.  Munching  a 
beef  enchilada  at  Tucson's  landmark 
El  Charro  Mexican  Cafe,  he  muses,  "I 
enjoy  financial  workouts.  I'd  be  bored 
without  them."   ■ 
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Than  mil  Prcoably  I^ 
FbrltaEnandng. 


Financing  Now  Available 
At  Your  Jeeg  and  Eagle  Dealer. 


Jeep  Cherokee  Limited 

nooo »  0^ 


Eagle  Premier  ES  Limited 

^2000  OR  0' 


CASH  BACK 


A.P.R.nNANCING* 


CASH  BACK 


OR 

A.P.R.  HNANCING* 


Now,  you  can  choose  from  0%  financing  or  ^1000 
cash  back  on  the  legendary  Jeep  Cherokee,  named 
"Best  of  the  Best"  by  4-Wheel  &  Off-Road  magazine. 


For  a  limited  time,  you  can  save  on  the  European- 
inspired  Eagle  Premier  ES  Limited,  with  the  most 
room  of  any  car  in  its  class.  *  * 


Jeep 


Advantage:  Jeep  and  Eagle 

ZZ    "M—,    /^-nN  Limited  warranty.  See  dealer  for  details.  Deductibles  and  restriaions  apply.  *Cash  back  direct  from  Chrysler.  Short-term  financing  for  qualified  buyers  through  Chrysler 
/  /  /  A.  ^  J  Credit  Corporation.  Other  rates  available  as  length  of  contract  increases.  Limited  time  offer.  See  dealer  for  details.  For  more  information  on  Jeep  or  Eagle  vehicles,  call 


[-800-JEEP-EAGLE.  *  'Comparisons  based  on  1990  published  competitive  material.  Jeep  is  a  registered  trademark  of  Chrysler  Corporation. 


Buckle  up  for  safety 


Vumbers  Game 


The  southwestern  real  estate  market  fell 
apart  years  ago.  Why  did  the  auditors  pe}^- 
mit  General  Homes  to  delay  several  years 
in  vuriting  down  its  assets? 

Costly 
postponement 


By  Graham  Button 


IN  March  1988  investors  in  Gen- 
eral Homes  Corp.  learned  that  the 
Houston-based  home  builder  was 
marking  down  the  value  of  its  assets, 
primarily  land  inventories,  by  $91 
million.  Last  year  came  another 
shocker — a  $1 13  million  writedown. 

All  told,  General  Homes'  losses 
have  exceeded  $285  million  over  the 
last  two  years — no 
small  feat  for  a  compa- 
ny that  earned  $19  mil- 
lion in  1983.  Its  stock, 
which  traded  as  high  as 
21 'A,  was  selling  at  Vh 
before  trading  was  sus- 
pended in  April. 

What's  going  on 
here?  Did  the  assets 
really  decline  by  al- 
most 40%  in  just  two 
years?  Or  should  some 
of  those  writedowns 
have  come  earlier?  Af- 
ter all,  the  Texas  real 
estate  market  hit  bot- 
tom in  1987,  and  yet 
the  company's  total 
chargeoffs  between 
1984  and  1987  were  a 
mere  $8  million. 

Was  General  Homes 
management  deliber- 
ately withholding  bad  news? 

Yes  it  was,  according  to  a  class  ac- 
tion suit  filed  in  Dallas  federal  court 
last  year  on  behalf  of  the  company's 
bondholders.  On  top  of  that,  manage- 
ment must  now  contend  with  street- 
fighting  bondmailer  Stanford  N. 
Phelps  (Forbes,  Aug.  6),  who  is  seeking 
to  force  the  company  into  bankruptcy 
after  being  refused  two  board  seats. 

At  issue  in  the  bondholder  suit  is 


the  use  of  the  concept  of  net  realizable 
value;  the  estimated  sale  price  of  a 
piece  of  real  estate,  less  the  estimated 
costs  of  completion  and  disposal. 

The  Financial  Accounting  Stan- 
dards Board,  the  profession's  rule- 
making body,  says  that  if  you  hold 
real  estate  for  sale  or  development, 
you've  got  to  value  it  at  the  lower  of 
cost  or  net  realizable  value. 
An  alternative  valuation  method 
kicks  in  when  market 
conditions  erode  to  the 
point  where  develop- 
ment is  no  longer  feasi- 
ble, or  when  the  com- 
pany doesn't  have  the 
money  to  develop  the 
property.  Here,  the 
FASB  says  you've  got  to 
carry  the  property  at 
the  lower  of  cost  or  fair 
market  value.  In  these 
cases,  fair  market — or 
liquidation — value  can 
be  significantly  lower 
than  cost.  And  the  re- 
sulting writeoffs  can  be 
substantial. 

When  General 

Homes  should  have 
owned  up  to  the  mar- 
ket realities  is  at  the 
heart  of  the  bondholder 
action.  Until  March 
1988  General  Homes  had  carried  vir- 
tually all  its  land  at  the  lower  of  cost 
or  net  realizable  value,  insisting  it 
would  develop  it  all  even  though  real 
estate  in  its  area  was  in  a  tailspin. 
Most  of  the  land  was  in  Houston  and 
Dallas — markets  that  were  economi- 
cally devastated. 

Finally,  in  March  1988,  the  compa- 
ny changed  its  accounting  method  on 
many  of  its  troubled  properties  from 


the  "lower  of  cost  or  net  realizable! 
value"  to  the  "lower  of  cost  or  fail 
market" — resulting  in  the  $91  mil 
lion  hit.  It  made  the  same  switch  last 
year  on  just  about  all  of  its  remaining! 
properties — writing  off  another  $113 
million  and  finally  acknowledging 
that  development  was  impossible. 

Given  the  market  context  and  the 
fact  that  General  Homes  had  had  neg' 
ative  cash  flow  since  autumn  1986, 
bondholders  argue  that  General 
Homes  should  have  made  that  admis 
sion  years  earlier  and  that  assets  and 
earnings  were  way  overstated  in  1986 
and  1987.  Which  in  turn  kept  the 
company  from  running  afoul  of  its 
revolving  credit  agreement. 

Did  insiders  know  that  General 
Homes  was  a  disaster  waiting  to  hap- 
pen long  before  individual  sharehold- 
ers knew? 

One  clue  surfaced  in  July  1987, 
when  Montgomery,  Ala. -based 
Kinder-Care,  Inc.  agreed  to  buy  Amer- 
ican Savings  &.  Loan  Association 
(asla)  of  Florida  for  $145  million.  The 
thrift  owned  about  43%  of  General 
Homes'  common  shares. 

In  figuring  what  to  pay  for  the 
thrift,  Kinder-Care  assumed  that  the 
General  Homes  stock  was  worth- 
less— even  though  at  the  time  it  had  a 
market  value  of  almost  $40  million. 
By  the  end  of  the  year  Kinder-Care 
had  written  the  stock  down  to  zero. 

How  does  General  Homes'  auditor, 
Arthur  Andersen,  also  a  defendant, 
respond?  In  court  papers,  Wilber  Ar- 
matta,  the  accountant  responsible  for 
General  Homes  from  1983  to  August 
1987,  insists  everything  was' done  in 
accordance  with  generally  accepted 
accounting  principles. 

But  internal  Andersen  memos  in 
the  court  records  indicate  that  the 
auditors  were  worried  about  how  to 
value  the  properties  and  felt  General 
Homes'  projections  of  cash  flow  and 
home  sales  were  "optimistic."  In  one 
memo  Armatta  wrote  that  "the  nrv 
[net  realizable  value]  problem  casts  a 
shadow  on  1986  earnings,"  because 
General  Homes  "still  had  a  lot  of 
property  in  Houston  ...  an  economi- 
cally depressed  area." 

Yet  until  March  1988  Arthur  An- 
dersen repeatedly  backed  manage- 
ment on  the  property  valuation  ques- 
tion. It  was  certainly  well  paid  for  its 
amiable  attitude:  $350,000  a  year. 

When  to  impose  specific  account- 
ing rules  is  always  a  judgment  call, 
and  this  is  no  exception.  But  the  bot- 
tom line  is  that  stock-  and  bondhold- 
ers were  lulled  into  a  sense  of  false 
security  by  the  auditor's  failure  to  in- 
sist on  earlier  writeoffs.  And  they  paid 
dearly  for  that  false  security.  ■ 
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Decisions.  As  an 
active  manager 
of  $25  million, 
how  do  you  make 
the  best  ones? 


As  an  active  and  successful 
investor,  you  recognize  that 
the  quality  of  your  invest- 
ment decisions  is  only  as 
good  as  the  information 
you  have. 

And  because  you  active- 
ly manage  a  substantial 
portfolio — for  personal, 

©  1990  J.R  Morgan  &  Co.  Incorporated 

The  Pierpont  Funds  are  no-load  funds  distribuled  by  TBC  Funds  Distributor.  Inc.  Morgan 
Guaranty  serves  as  investment  advisor  to  The  Funds  and  makes  The  Funds  available  solely  in 
its  rapacity  as  shareholder  servicing  agent  for  customers.  The  Funds  are  not  an  obligation  of 
Morgan  Guaranty  and  are  not  insured  Dv  the  FDIC. 


family,  or  business 
interests — you  probably 
use  several  hrms  lor 
trading,  safekeeping,  or 
ideas. 

Uo  you  wonder  whether 
you  are  getting  everything 
possible  from  them?  Are 
they  as  strongly  committed 
to  your  objectives  as  to 
their  own? 

J.R  Morgan's  private 
bankers  welcome  the 
opportunity  to  explain  how 
Morgan  provides  active 
individual  investors  with 
investment  insight,  not 
hindsight. 

At  J.R  Morgan,  you  can 
draw  upon  our  global 


expertise  in  securities 
trading,  safekeeping, 
foreign  exchange  services, 
and  private  investments. 

You  will  have  access  to 
the  same  resources  for 
equity,  fixed-income,  and 
money  market  investments 
that  are  available  to 
Morgan  s  largest  corporate 
and  sovereign  clients. 
And  you  have  access  to 
The  Pierpont  funds, 
which  offer  many  diver- 
sified investment  options. 

Any  or  all  of  these 
services  can  be  coordi- 
nated in  a  total  banking 
relationship,  providing  the 
high  quality  and  personal 


attention  lor  which 
J.R  Morgan  is  known. 

It  you  enjoy  managing 
your  own  assets — of 
$10  million  or  more — and 
want  to  see  il  you  can  be 
better  served  than  by  your 
[)resent  resources,  contact 
the  private  bankers  at  J.I' 
Morgan.  Call  Anthony  I). 
Rennetti,  Vice  President, 
Morgan  Guaranty  Trust 
Company.  (213)  489-9347. 


Private  Banking 
in  California 


J  P  Morgan 
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THE  WORLD'S  MOSTADVANCED 
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ONKJkKTHm  The  jets  you  see  pictured  here  are  considered  in 
the  vanguard  of  aerodynamic  design  by  more  than  a  few  experts. 

By  no  small  coincidence,  so  is  the  Internationar9400  pictured  or  i 
right.  You  see,  at  Navistar,  our  engineers  design  International  brand  tn 
with  the  same  computer  aided  technology  the  aerospace  industry       i 
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4s  to  design  the  latest  military  and  commercial  jets. 

What's  more,  we  apply  the  principles  of  aerodynamics 
'bss  our  entire  line  of  on-highway  trucks.  All  to  cut  wind  resistance, 
]  uce  fuel  consumption,  and  lower  vehicle  operating  costs. 

Of  course,  to  some,  this  obsessiveness  with  aerodynamics  seems 
in mge  coming  from  a  truck  manufacturer  But  to  us,  it's  all  part 
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The  capitalist  revolution  is  spreading. 
There  are  signs  it  is  reaching  the  Caribbean 
islands.  At  three  tiny  stock  exchanges  down 
there,  price /earnings  ratios  look  enticing. 

Sun-drenched 
capital 


By  Patrice  Duggan 


As  A  LEFTIST,  America-baiting 
politician  in  the  1970s,  Jamai- 
i  ca's  Prime  Minister  Michael 
Manley  promised  to  dismantle  Jamai- 
can capitalism  "brick  by  brick."  Not 
that  there  was  much  to  dismantle,  but 
his  efforts  to  turn  Jamaica  into  anoth- 
er Cuba  destroyed  what  little  eco- 
nomic growth  the  poor  island  had 
been  enjoying.  Last  year  Manley,  now 
a  convert  to  capitalism,  stood  before  a 
dozen  Caribbean  heads  of  state  and 
told  them  that  what  the  Caribbean 
needed  was  a  regional  stock  market. 
All  12  listeners  nodded  agreement. 

After  years  of  talking  vaguely  about 
regional  integration,  Caribbean  politi- 
cians are  finally  moving.  "With  Eu- 
rope's   1992,    with    Asian    countries 


joining  together  and  with  the  U.S.- 
Canadian trade  pact,  people  here  feel 
that  we  need  to  integrate  and  make 
our  economy  stronger,"  says  Fernan- 
do Deperalto,  deputy  governor  of  the 
Bank  of  Jamaica. 

These  are  tiny,  precarious  econo- 
mies, heavily  dependent  on  sun-seek- 
ing tourists  and  exports  of  a  few  raw 
materials.  In  an  effort  to  muster  capi- 
tal, three  islands  have  organized  stock 
exchanges  over  the  past  20  years — 
Jamaica,  Barbados  and  Trinidad.  And 
now  they  are  trying  to  combine 
forces.  In  fact,  the  Caribbean  Com- 
mon Market,  an  organization  of  13 
English-speaking  countries  in  the  Ca- 
ribbean, puts  a  unified  stock  market 
high  on  its  list  of  objectives. 

The  first  step  will  be  to  make  it 
easier  for  investors  from  the  13  partic- 


Jamaica  's  stock  exchange 

Glorious  rises,  devastating  drops. 
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ipating  countries  to  buy  stock  on  any 
of  the  region's  three  exchanges.  The 
hope  is  that  unified  trading  will  help 
attract  investors  from  outside  the  Ca- 
ribbean. But  first  cumbersome  licens- 
ing and  registration  procedures  need 
to  be  eliminated.  In  Barbados,  for  ex- 
ample, nonresidents  need  to  get  prior 
approval  from  the  exchange  before  ev- 
ery trade,  making  it  virtually  impossi- 
ble to  actively  manage  funds. 

And  island  stock  markets  are  back- 
ward. In  Barbados  the  general  manag- 
er of  the  stock  exchange,  Anthony 
Johnson,  answered  his  own  phone 
when  Forbes  called  for  an  interview. 
"We  trade  Tuesdays  and  Fridays," 
Johnson  explained.  "If  it  takes  an 
hour,  so  be  it." 

The  Barbados  exchange  is  the  Ca- 
ribbean's newest,  having  opened  in 
June  1987.  It  is  also  the  smallest,  with 
only  14  listed  companies.  Its  markeit 
capitalization  is  about  $300  million, 
up  barely  1  %  this  year. 

Jamaica  has  the  region's  oldest  and 
largest  exchange.  Founded  in  1969,  it 
has  a  total  value  of  nearly  $1  billion. 
Its  larger  listed  companies  include 
Bank  of  Nova  Scotia  Jamaica  and 
Grace  Kennedy,  a  conglomerate  with 
interests  in  shipping  and  poultry  pro-' 
duction.  Like  many  small  exchanges, 
the  Jamaican  market  has  seen  glori- 
ous rises  and  devastating  falls.  Be- 
tween 1984  and  1987  Jamaica's  stock 
index  rose  700%.  Then,  after  New 
York's  1987  crash,  the  index  tumbled 
by  a  third,  to  its  1988  low.  Since  then, 
Jamaican  stocks  have  rebounded  to 
15%  above  their  1987  high.    . 


Forbidden  fruit? 


Caribbean  stocks  are  cheap  by  so  ml 
measures.  So  far,  restrictive  rules  ;  i;( 
high  fees  have  kept  U.S.  investors  (  ij 
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JAMAICA 


Bank  of  Nova  Scotia  famaica 


bankii 


Carreras  Group 


tobacc 


Grace  Kennedy 


congla 


Life  of  Jamaica 


TRINIDAD  AND  TOBAGOt 


McEnearny  Alstons 


conglo 


West  Indian  Tobacco 
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Angostura  Holdings 


bitters 


Bank  of  Nova  Scotia  Trinidad 


bankii 


BARBADOS 


Barbados  Light  &  Power 


utility 


Barbados  Telephone 


telecoi 


*A1I  P/E  ratios  are  based  on  trailing 
ings.  tAs  of  July  27,  before  the  coup 
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attempt. 


FORBES,  SEPTEMBER  3,  1990 


The  average  price/earnings  ratio  in 
Jamaica  is  still  a  relatively  cheap  6.5. 
As  you  might  expect,  p/e  ratios  are 
generally  lower  on  the  Caribbean's 
smaller,  lesser-known  stocks  than  on 
its  biggest  issues.  The  low  prices  and 
the  potential  for  growth  have  some 
people  thinking  the  Caribbean  stock 
markets  are  at  a  ground  floor  stage. 
One  such  is  David  Gill,  a  former 
World  Bank  official  who  is  now  a 
trustee  at  Batterymarch  Financial 
Management  in  Boston.  Gill  points 
out  that  price/eamings  ratios  on  Ca- 
ribbean stocks  are  less  than  half  the 
world  average.  He  is  helping  Battery- 
march  launch  a  private  placement 
fund  for  buying  stocks  in  Barbados, 
Trinidad,  Jamaica  and  other  develop- 
ing countries. 

"These  countries  speak  English, 
have  a  good  institutional  structure, 
good  commercial  banks,  insurance 
companies  and  brokerage  houses  very 
similar  to  Anglo-Saxon  systems," 
says  Gill.  "It's  not  like  dealing  with  a 
country  in  the  Middle  East,  where  the 
markets  are  bigger  but  no  one  under- 
stands the  accounting  principles." 

The  coup  attempt  in  late  July  in 
Trinidad  certainly  damaged  investor 
confidence  in  that  island  nation  and 
its  minuscule  $400  million  stock 
market.  But  the  coup  was  decisively 
put  down  and  the  rebels  attracted  lit- 
tle popular  support. 

A  Caribbean  island  may  sound  like 
an  exotic  setting  for  a  stock  market, 
but  one  could  have  said  the  same 
thing  about  Hong  Kong  or  Thailand  or 
Chile  a  decade  ago.  ■ 


id  ould  change  soon.  Below,  a 
!  itg  of  some  of  the  larger  issues 
(  egion. 
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\bados,  Jamaica  and  Trinidad  stock  excf)ariges. 
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BUSTER  BROWN  APPAREL  REGISTERS  HERE. 

ALBERT  1)f(AR1.()-V1CF,  PRESIDENT,  SALES  MANAGER  &  KIP  VilZ. 

REGISTRY 

Hotels  ^Besorts'^ 

For  Resercatioiis: 

1-800-247-9810 


Registry:  Where  big  wigs 
meet  over  small  fries. 
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attention:  executives, 

Managers  and  Investors 

For  More  Information  On  Products 
And  Services  In  This  Issue  See  Page  228a 

FORBES  offers  readers  an  easy  way  to 
get  more  information  about  our  advertisers— 
Reader  Service  Cards.  And  it's  absolutely  free. 

In  this  issue  of  FORBES,  you'll  find  a  listing 
of  advertisers  on  two  post-paid  cards.  Simply  fill 
out  and  return  one  card  to  us  and  you'll  receive 
additional  advertiser  information... from  annual 
reports  to  product-specific  sales  brochures. 

Get  the  advertiser  information  you  need. 
Send  us  a  card  today! 
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The  Larger  Context 


By  Michael  Novak 


There  is  something  partly  unnatural 
about  the  fast  track.  Even  success  on  it 
leaves  one  feeling  removed  from  life 

YOU  CAN  GO 
HOME  AGAIN 


things  like  yard  space,  the  abihty 
to  be  outdoors." 

They're  right.  Burned-out  fast- 
trackers  now  seek  what  the  small 
towns  of  the  Midwest  have  never 
abandoned:  basic  values,  family 
strength,  the  smell  of  homemade 
apple  pic,  oxygen  so  rich  it  makes 
one's  lungs  jump  and  quiver  like  a 
colt's  flank,  and  a  golf  course  ten 
minutes  from  home.  (In  Cresco, 
Iowa,  where  I  spent  a  week  recently, 
people  drive  to  the  links  right  after 
work  for  a  quick  round  before  din- 
ner.) Watching  the  sun  set  over  the 
ninth  hole  beats  watching  it  set 
over  a  line  of  cars  ahead. 

Many  fast-trackers  on  both  coasts 
are  now  asking  themselves,  "Why?" 
There  is  something  partly  unnatu- 
ral about  the  fast  track.  Even  suc- 
cess on  it  leaves  one  feeling  like  a 
cut  plant,  removed  from  nature  and 
family  and  life. 

Of  the  top  ten  cities  (according  to 
movers'  associations)  that  Ameri- 
cans today  are  moving  into,  three- 
fourths  boast  a  midwestem  life- 
style, from  Harrisburg  and  Tulsa  on 
the  outer  edges  to  Milwaukee,  Indi- 
anapolis and  other  cities  at  the  na- 
tion's inner  core.  Why?  The  heart- 
land's cities  have  splendid  parks, 
plus  something  else. 

The  small-town  Midwest  still  has 
time  for  fathers  to  go  shooting  with 
their  sons  and  snowmobiling  with 
their  daughters.  Fishing  and  canoe- 
ing are  part  of  growing  up.  Young 
fellows  resurrect  old  cars  from  de- 
molition derbies  at  the  fairgrounds. 
Practically  everybody  knows  how 
to  fix  things.  Many  things  people 
use  they  make  themselves. 

So  potent  is  this  longing  for  basics 
that  food  and  Wine  magazine  last 
year  devoted  a  cover  to  a  homemade 


In  media  lore,  all  trends  are  set  on 
the  two  coasts,  and  in  the  heartland 
no  trends  are  set  at  all.  In  this  view, 
the  map  of  the  U.S.  shows  a  very 
large  Manhattan  and  a  glittering 
Hollywood  connected  by  United 
Airlines.  The  American  Midwest? 
It's  "yesteryear." 

Not  anymore.  Get  ready  for  the 
first  shock  of  the  Nineties:  The  new 
trendsetter  is  the  heartland.  The 
symbolmakers  are  fleeing  from  the 
cynical  cities  of  the  East  and  West 
coasts,  and  seeking  sturdier  soils  in 
which  to  sink  roots.  The  whole 
country  is  turning  inward.  "The  un- 
cluttered, unbridled  lives  of  mid- 
westemers  will  become  the  envy  of 
the  nation  by  the  next  century," 
says  the  trend-watching,  consulting 
firm  Brainreserve.  "To  live  on  the 
coasts  used  to  be  the  aspiration,  but 
not  any  longer.  Everything  that  ev- 
erybody wants — big  family,  good 
food,  regular  people,  nothing  hyped 
up — is  all  in  the  Midwest.  Mom 
foods  like  meatloaf  are  gaining  in 
popularity.  The  greed  weed  has 
burned   out   and   everyone   wants 


Philosopher,  journalist  and  ex-US.  ambas- 
sador Michael  Novak  directs  social  and  po- 
litical studies  at  the  American  Enterprise 
Institute  in  Washington,  DC.  His  hook  The 
Spirit  of  Democratic  Capitalism  has  beeti 
widely  translated  around  the  world 


meatloaf  and  mashed  potatoes. 
House  Beautiful  recently  ran  a  spe- 
cial section  on  midwestem  cuisine. 
Editor  Tom  Benson's  magazine, 
Midivest  Livi)ig.  reports  a  new  circula- 
tion of  650,000,  up  from  400,000 
three  years  ago. 

Editor  Benson  cites  the  rise  of 
what  Yankelovich  pollsters  call 
"neotraditionalism,"  the  return  to 
favor  of  such  values  as  home,  fam- 
ily, church  and  the  work  ethic, 
this  time  by  choice  rather  than 
merely  by  inheritance.  Here,  Yan- 
kelovich says,  the  Midwest  is  the 
nation's  leader. 

Family  is  in.  Home  cooking  is  in. 
Sewing  is  in.  Religion  is  in.  Living 
close  to  nature — not  the  ecologist's 
nature,  but  the  real,  lived-in,  man- 
befriended  nature — is  in. 

In  turning  to  the  Midwest,  the 
nation  is  not  so  much  turning  to 
geography  as  to  a  state  of  mind.  In 
the  Midwest  people  believe  strongly 
in  family  values,  for  instance,  but 
they  do  not  romanticize  the  family. 
They  know  that  family  life  is  hard. 
In  a  small  town  everybody  knows 
everybody  and  everybody's  prob- 
lems. Old  folks  are  ornery  and  stub- 
born; so  are  young  folks.  One  per- 
son's moodiness  makes  everybody 
suffer.  That  goes  with  family. 

Indeed,  family  life  is  a  major 
source  of  midwestem  realism.  On 
the  two  coasts,  people  often  live 
far  away  from  family  and  carefully 
choose  their  dinner  guests  for  mu- 
tual compatibility;  at  dinner  in 
Iowa  or  Kansas,  there  is  no  way  to 
hide  from  a  brother's  religious 
views,  a  sister's  politics  or  an 
uncle's  views  on  women.  There's 
more  real  pluralism  at  a  midwest- 
em holiday  dinner  table  than  at 
the  most  polyglot  coastal  party. 
People  don't  exactly  choose  their 
families;  destiny  brings  them  to- 
gether. This  is  what  real  family 
means — not  a  glossy  ideal,  but 
plain  human  acceptance. 

The  Midwest  is  also  a  place  where 
it's  good  to  do  things  as  they  have 
always  been  done  (only  better  and  in 
a  new  way,  keeping  the  rules).  It  is  a 
place  where  people  genuinely  be- 
lieve that  their  ancestors  were  at 
least  as  smart  as  they  are,  maybe 
smarter.  This  is  the  primal  conser- 
vative impulse,  which  explains  why 
the  conservative  impulse  is  also  in. 

In  this  trend  toward  the  Midwest, 
more  is  gained  than  lost.  The  three- 
decade  record  of  coastal  trendset- 
ters, East  and  West,  isn't  especially 
admirable.  ■ 
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When  you  take  over 
a  company,  you  take  over: 

stock,  real  estate,  product  liabilities, 
environmental  liabilities,  pending 
lawsuits,  401(K)  plans,  contract 
obligations,  IRS  exposures,  obsolete 
DP  systems,  retrospective  plans, 
premium  drag... 


Buyer  beware:  hidden  liabilities  can 
3St  more  than  the  acquisition  of  the 
ompany.  And  they  often  take  many 
3ars  to  surface. 

AM-RE  MANAGERS,  INC.  can  evalu- 
;e  your  prospective  acquisition  as  part 
f  the  due  diligence  process.  Whether 
Dur  target  is  an  insurance  or  commer- 


cial concern,  we  give  you  access  to  the 
top  talent  of  one  of  the  world's  largest 
reinsurance  companies.  With  experts  in 
Underwriting,  Finance,  Claims,  Actuar- 
ial, Tax  and  Data  Processing,  we  can 
thoroughly  evaluate  your  target. 
Our  process  management  staff  can 
also  advise  you  on  possible  exposure 


to  environmental  losses. 

Call  the  Due  Diligents  of  AM-RE 
MANAGERS.  So  you're  not  the  casualty. 

For  more  information,  please  call 
(609)275-2100. 

AMRE  MANAGERS^ 

^"  The  Amrric^jn  Ke^-Source 


A  subsidiary  o(  American  Re-Insurance  Company 

American  Re  Center.  685  College  Road  East.  Princeton.  NJ  08543-5241 
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The  Up  &  Comers 


Survivors     siw^ 


Can  a  small  family  company  survive  in  a 
business  dominated  by  giants?  Little  Malt- 
O-Meal  not  only  suwived  but  is  giving  its 
big  competitors  pricing  fits  as  well. 

Your  taste  buds 
wont  know,  your 
pocketbook  will 


By  John  Harris 


REMEMBER  Malt-O-Mcal?  Along 
with  oatmeal  and  Cream  of 
Wheat,  this  mushy  blend  of 
wheat  and  toasted  malt  was  a  hot 
item  in  the  1930s  and  1940s,  long 
before  cereal  shelves  were  clogged 
with  sugar-coated  flakes,  tons  of 
shredded  wheat  and  end- 
less oat  bran. 

But  times  change.  Mar- 
keting muscle  and  prod- 
uct innovation  are  what's 
needed  these  days  to  sur- 
vive in  the  $7.7  billion  in- 
dustry where  giants  like 
Kellogg,  General  Mills 
and  Quaker  Oats  domi- 
nate the  shelves.  Only  a 
handful  of  regional  and  in- 
dependent cereal  compa- 
nies remain  in  a  business 
in  which  a  new  product 
introduction  can  easily 
cost  $15  million. 

Yet  Malt-O-Meal  Co. 
has  become  a  classic  ex- 
ample of  how  a  tiny  com- 
pany can  survive  and  pros- 
per in  an  industry  of  gi- 
ants. Its  strategy:  Don't 
fight  'em;  copy  'em. 

After  treading  water  for 
decades,  privately  held 
Malt-O-Meal  has  become 
a  totally  reformulated 
company.  Though  it  still 
makes  hot  cereal,  man- 
agement has  bet  the  fu- 
ture on  low-cost,  high- 
margin  clones  of  the  big- 
gest-selling cold  cereals. 


Malt-O-Meal's  Toasty  O's,  for  in- 
stance, look  and  taste  like  America's 
top-selling  cereal.  General  Mills' 
Cheerios.  Kellogg  markets  Fruit 
Loops,  which  are  rings  of  fruit-fla- 
vored cereal;  Malt-O-Meal's  imitator 
is  Tootie  Fruities.  Crisp  'n  Crackling 
Rice  is  a  copy  of  Kellogg's  Rice  Kri- 
spies.  There  are  four  others,  including 


Malt-O-Meal's  John  Lettmann 
Sending  in  the  clones. 


Puffed  Rice  and  Puffed  Wheat. 

The  cereals  are  all  no-frills — no  de- 
coder rings  inside,  few  coupons,  no  tv 
ads.  But  Malt-O-Meal  saves  consum- 
ers big  money.  Its  bags — not  boxes — 
of  cereal  are  typically  priced  at  about 
half  of  what  the  big  brands  cost.  At 
the  Sentry  grocery  store  in  Port  Wash- 
ington, Wis.,  for  instance,  a  6-ounce 
box  of  Quaker's  Puffed  Rice  sells  for 
$1.63;  Malt-O-Meal's  6-ounce  bag  of 
Puffed  Rice  goes  for  80  cents. 

"Have  you  bought  a  box  of  cereal 
lately?"  asks  a  buyer  for  one  midwest- 
em  grocery  store.  "The  prices  are  out 
of  sight;  some  are  over  $4  a  box. 
Moms  are  saying,  'I'll  try  this  Malt-O- 
Meal  stuff  and  see  if  the  kids  like  it.'  " 
Apparently  they  do.  Malt-O-Meal's 
sales  boomed  18%  last  year,  to  $94 
million.  Profits  grew  to  an  estimated 
$4  million.  Hot  cereals  currently 
make  up  only  about  25%  of  sales,  and' 
are  struggling  to  hold  their  own.  John 
Lettmann,  48,  the  company's  presi- 
dent, figures  the  knockoff  lines  and  its 
house  brand  cereals,  which  Malt-O- 
Meal  makes  for  chains  such  as 
Safeway  and  Jewel,  will  help  make 
Malt-O-Meal  a  $200  million  company 
within  five  years. 

None  of  this  has  come  easily — or 
quickly.  Minneapolis  miller  John 
Campbell  first  produced  Malt-O-Meal 
71  years  ago.  The  family  saw  no  rea- 
son to  change  a  winning 
recipe,  so  it  took  42  years 
to  introduce  the  second 
Malt-O-Meal  flavor,  choc- 
olate. And  while  instant 
hot  cereals  have  been  a 
standard  for  cfecades, 
Malt-O-Meal's  instant 
brand,  introduced  only  in 
1987,  hasn't  caught  on.  It 
will  be  pulled  from  the 
shelves  this  fall. 

Malt-O-Meal  manage- 
ment hasn't  changed 
much  either.  John  Camp- 
bell's widow,  Isabel,  now 
in  her  90s,  and  several 
children  and  grandchil- 
dren still  own  the  compa- 
ny. Lettmann,  a  19-year 
veteran  of  Malt-O-Meal, 
is  only  the  third  president 
in  the  company's  history. 
By  the  1970s  basic  iner- 
tia had  made  Malt-O- 
Meal  a  bit  stale.  It  was  a 
mere  cipher  in  hot  cereal 
sales,  holding  less  than 
3%  of  the  market  to 
Quaker  Oats'  64%  share, 
built  around  a  multitude 
of  oatmeals. 

How  to  make  the  com- 
pany grow?  Lettmann  and 
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VISION 


You  have  asked 
yourself  a  single  ques- 
tion: what  is  your 
vision,  the  ideology 
that  is  the  soul  of  your 
work?  And  you  find 
that  determining 
the  answer  is  as 
enlightening  as  the 
answer  itself. 

Put  to  the  same 
question ,  an  artist  may 
say  that  he  conveys  the 
truth  of  a  given  subject, 
as  he  sees  it.  The  image 
in  his  mind's  eye  is 
shaped  and  colored  by 
experience,  by  hope, 
by  the  knowledge  of 
what  can  be. 

So  too,  you  must 
approach  the  creation 
of  a  401(k)  program. 
You  help  a  client  dis- 
till truths  about  their 
goals,  and  then  you 


interpret  those  goals  in 
a  custom  program.  In 
many  ways,  your  client 
entrusts  you  with  their 
hope,  their  vision  of 
the  future. 

This  responsibil- 
ity, you  realize,  is  what 
drives  all  your  creative 
energy,  your  resources 
and  values.  It's  what 
makes  you  a  leader 
in  40 l(k)  services. 
You've  developed  an 
entire  ethos  around 
it,  a  foresight  that 
materializes  the  goals 
of  others. 

And  you  come 
to  realize  that  a  little  of 
each  relationship  rubs 
off  and  stays  with  you. 
Over  time,  that  collec- 
tion of  dreams  is  what 
forms  a  substantial 
vision  of  your  own. 


^^  Fidelily  Institutional 

V~v  Retirement  Services  Company 


A  Fidelity  Investments  Company 

82  Devonshire  Street,  L9C,  Boston,  MA  02109     1-800-345-5033,  Ext.  5602 


then-president  Glenn  Brooks  had  a 
simple  but  brilliant  idea.  Malt-O- 
Meal  would  get  back  to  what  cereals 
were  in  the  first  place — inexpensive 
and  reasonably  nutritious  meals. 

"As  cereal  prices  went  up,  we  real- 
ized there  was  an  opportunity  for  a 
value-priced  product,"  says  Lett- 
mann,  who  worked  for  General  Mills 
before  coming  to  Malt-O-Meal.  Since 
ingredients  typically  represent  only 
about  10%  of  a  cereal's  retail  price, 
without  heavy  advertising,  superstar 
endorsers  and  fancy  packaging,  Malt- 
O-Meal  can  typically  offer  grocers 
margins  of  15%  to  20% — compared 
with  the  12%  they  get  for  big  brand 
names — and  still  greatly  undercut  the 
big  fellows  in  price. 

Malt-O-Meal  already  had  some  ba- 
sic experience  in  the  business.  Since 
the  1960s  it  had  been  making  puffed 
rice  and  puffed  wheat  cereals  at  its 
Northfield,  Minn,  plant.  By  1975  it 
had  added  a  Cheerios  clone  and  was 
producing  house-brand  cereals  for 
chains  like  Kroger  and  Super  Valu. 

In  order  to  win  shelf  space  for  its 
own  brands,  Malt-O-Meal  has  inject- 
ed some  pizzazz  into  its  previously 
mushy  marketing.  Donald  Horen, 
who  handles  Malt-O-Mcal  products 
for  Milwaukee  grocery  broker  Otto 
L.  Kuehn  Co.,  says  Malt-O-Meal  has 
actually  indulged  in  newspaper  ad- 


A'cir  competition  on  cm-al  row 
Mait-O'Meal  takes  on  the  biggies. 

vertising — previously  taboo — and 
that  it  occasionally  dabbles  in  local, 
limited  couponning.  Horen  notes 
that  he  used  to  hear  from  Malt-O- 
Mcal  only  occasionally;  now  he  gets 
calls  every  week.  "They  really  bug 
me  now,"  he  says. 

Malt-O-Meal's      sharply      focused 
print  advertising  plays  up  the  price 


theme.  One  ad  that  appears  in  wo 
men's  magazines  shows  a  bag  of  Malt- 
O-Meal's  Sugar  Puffs,  at  $2.03,  next  to 
a  $3.16  box  of  Sugar  Crisp.  "You  may 
not  be  able  to  tell  the  difference  in 
your  bowl,  but  we're  sure  you'll  be 
able  to  tell  the  difference  at  the  cash 
register,"  says  the  text. 

New  knockoffs  are  expected  next 
year,  possibly  including  a  version  of 
Apple  Cinnamon  Cheerios,  and  Lett- 
mann  is  mulling  new  bag  sizes.  The 
company,  traditionally  a  west-of-the- 
Mississippi  brand,  is  moving  eastward 
and  hopes  to  achieve  national  distri- 
bution of  its  branded  cereals  within 
the  next  few  years. 

Quaker  Oats,  through  its  Stokely 
Van  Camp  subsidiary,  sells  a  small 
line  of  cut-rate  bagged  cereals.  But  it's 
not  widely  distributed,  and  at  this 
point  doesn't  appear  to  be  a  major 
competitive  problem  for  more  experi-' 
enced  Malt-O-Meal. 

Meanwhile,  plenty  of  suitors  want 
to  gobble  up  the  revitalized  Campbell 
family  business.  But  Lettmann  says 
the  widow  Campbell  and  her  children 
won't  consider  it.  "I  write  a  lot  of 
'thank  you,  but  no  thank  you'  let- 
ters," he  says.  "We  want  to  stay  a 
private  company."  Which  is  why,  af- 
ter its  midcourse  correction,  Malt-O- 
Meal  will  probably  continue  to  be  a 
survivor.  ■ 


T 


odoy  fe  Force  in  trucks... 


From  F-Senes  to  award- winning  Cargo, 
Ford  is  building  America's  best-selling  line 
of  medium  duty  trucks. 

The  Ford  WorkForce. 

Our  long-haul  aero  tractors. . . 
AeroMax,  long-nose  LTL,  cab-over  CL. . . 


C^^ 


TRUCKS 


are  the  fuel-savmgest  big  Fords  ever  built. 
That's  the  Ford  AeroForce. 

.  And  how  does  Ford  envision  the 
future  in  big  trucks? 

We  see  rigs  with  one  smooth  line 
between  tractor  and  trailer. 
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Trend  Spotters 


Irwin  Mautner  was  an  accountant  who 
wanted  to  run  his  own  business.  Sitting  in 
a  class  one  day,  he  was  hit  by  an  idea  that 
would  make  his  fortune. 

"I  hated  being 
an  accountant" 


By  Ignatius  Chitlielen 


E 


VER  FIND  YOURSELF  thinking, 
"Hey,  I  can  do  this  better  my- 
self.   Moreover,    I    can    make 
some  money  at  it"? 

That's  what  happened  in  1959  to 
Irwin  Mautner,  then  an  ambitious  25- 
year-old  accountant  at  Eastman,  Dil- 


lon Union  Securities,  the  New  York 
brokerage  firm  now  part  of  Paine  Web- 
ber. His  boss  had  suggested  that 
Mautner  enroll  in  a  computer  pro- 
gramming course  to  help  advance  his 
career. 

Halfway  through  the  five-month 
program,  it  happened:  major  light 
bulb.  "\  realized  there  were  hundreds 


like  me  who  needed  the  same  train- 
ing," Mautner  recalls.  "But  there 
were  not  a  lot  of  schools  around.  You 
learned  programming  from  the  ven- 
dors like  IBM  or  Honeywell." 

Mautner  convinced  his  program- 
ming instructor  to  join  him,  and  start- 
ed a  training  school.  Each  invested 
$1,000,  and  Mautner 's  wife  borrowed 
$1,000  from  Chase  Manhattan.  Six 
months  later  he  quit  Eastman,  Dillon. 
"Everything  fell  into  place,"  he  says. 
"I  had  a  trained  guy  to  work  with,  and 
it  didn't  take  that  much  capital."  Be- 
sides, he  says,  "I  hated  the  idea  of 
being  an  accountant.  For  me,  account- 
ing courses  were  simply  an  aid  to  run- 
ning a  business." 

The  first  school  started  with  1,000 
square  feet  of  rented  space  in  mid- 
town  Manhattan.  Today,  Greenwich, 
Conn. -based  Programming  &.  Sys- 
tems, Inc.  runs  12  schools  in  eight 
states  and  trains  over  3,500  students 
each  year.  The  full-  and  part-time 
courses  vary  from  six  months  to  a 
year  and  include  computer  program- 
ming, data  entry,  word  processing  and 
secretarial  skills. 

Nearly  all  of  Programming's  stu- 
dents, mostly  low-income,  receive 
federal  and  state  grants  and  loans  to 
cover  their  tuition  costs,  which  range 
from  $5,445  to  $6,200  per  course. 

As    Mautner    learned,    vocational 


Drag  coefficients  lower  than  ever.  And 
;tter  fuel  economy  than  today's  best  numbers. 
Ford  is  now  the  only  full-line  U.S. 
inufacturer  in  every  class  of  big  trucks. 
One  reason  why  we're  todays  Force 
trucks.  And  tomorrow's. 


FORBES,  SEPTEMBER  3,  1990 


The  Force 


vjmm® 


in  trucks 


FORD. 


91 


I 


schools  are  pretty  easy  to  start,  so  it's 
not  surprising  he  has  lots  of  competi- 
tors. But  overly  ambitious  expansion 
plans  have  hurt  many  of  them,  partic- 
ularly the  bigger  ones.  The  nation's 
largest  technical  traming  company, 
for  example,  Irvine,  Calif. -based  Na- 
tional Education,  had  1989  revenues 
of  $400  million  but  lost  $29  million 
and  has  $137  million  in  debt.  Career- 
Corn  Corp.,  based  in  Lamoyne,  Pa., 
lost  $7.5  million  last  year  on  revenues 
of  $138  million.  And  New  York-based 
Wilfred  American  is  in  bankruptcy. 

Yet  last  year  Programming  &  Sys- 
tems earned  $3  million  on  revenues  of 
$30  million.  Its  earnings  have  been  up 
20%  a  year  over  the  past  decade. 
There's  no  debt. 

What  makes  Programming  &l  Sys- 
tems so  successful  w^hen  so  many  of 


since.  Mautner  closely  monitors  the 
expenses  of  each  school,  poring  over 
detailed  weekly  statements  and 
matching  staffing  needs  to  demand.  "I 
watch  all  the  money  that  is  coming  in 
and  going  out,"  he  says. 

New  schools  are  opened  only  after 
extensive  market  research  involving 
local  demographics  and  hiring  needs. 
To  motivate  his  managers,  Mautner 
pays  them  a  share  of  the  school's  prof- 
its in  addition  to  a  base  salary.  The 
more  profitable  the  school,  the  greater 
percentage  the  manager  receives.  If  a 
school  isn't  making  money,  Mautner 
shuts  It  down — no  holding  on,  hop- 
ing—as he  did  last  year  with  the 
Rochester,  N.Y.  facility 

Overhead  is  minimal,  facilities 
spare.  The  biggest  school,  which  han- 
dles 700  students  in  Manhattan,  is 
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Progni»itn!)ig  &  Systems'  Imni  MaiiDier 
Always  an  eritrepreneur. 


its  imitators  are  foundering?  Old- 
fashioned  attention  to  the  details  and 
a  fanatical  dedication  to  efficiency. 
Having  started  poor,  Chairman 
Mautner,  now  56,  knew  the  value  of  a 
quarter.  The  son  of  a  shipping  clerk, 
and  a  graduate  of  the  City  University 
of  New  York,  Mautner  can  best  be 
characterized  as  a  likable  but  shrewd 
shopkeeper.  "I've  always  had  an  en- 
trepreneurial streak,"  says  he.  Grow- 
ing up  in  the  Bronx,  he  started  deliver- 
ing newspapers  at  the  age  of  12  and 
sold  buttons  and  pennants  outside 
Yankee  Stadium  and  Columbia  Uni- 
versity's football  field.  He  soon  had 
four  other  kids  working  for  him. 

Selling  pennants,  he  never  carried 
too  much  inventory  and  never  hired 
more  kids  than  he  needed  to  help — 
prudent   techniques   he's   used   ever 
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certainly  no  Trump  Tower.  It's  in  an 
old,  run-down  building  just  south  of 
Times  Square.  Formica  tables,  chairs 
with  plastic  seats,  and  cheap  beige 
carpeting  are  the  main  decorating  fea- 
tures. Inexpensive  prints  of  sports 
cars,  "picked  out  by  one  of  the  book- 
keepers," says  Mautner,  adorn  the 
main  conference  room.  "I  don't  know 
anything  about  fancy  cars,"  he  says. 
"We  got  the  prints  cheap  from  a  dis- 
count store  ten  years  ago." 

Mautner  keeps  a  particularly  close 
watch  on  wage  costs,  which  account 
for  over  a  third  of  Programming's 
overhead.  For  an  average  $20  an  hour, 
he  employs  nonunion  teachers, 
roughly  40%  of  whom  work  part 
time.  Last  year,  in  anticipation  of 
some  changes  in  government  regula- 
tions that  would  cut  loans  for  stu- 


dents— thereby  decreasing  enroll 
ments — Mautner  trimmed  his  teach 
ing  staff  by  12%,  to  268,  from  305. 

About  the  most  daring  thing 
Mautner  has  done  is  to  put  slightly  ' 
less  than  a  third  of  the  company's  $1 1 
million  in  cash  to  work  as  short-term' 
loans  for  local  property  developers. 
This  earns  him  13%  to  15%,  com- 
pared with  the  8%  he  gets  from  short- 
term  cash  investments.  But  even  herel 
Mautner  is  cautious.  "We  never  lendj 
money  unless  the  collateral  is  at  least 
twice  the  value  of  the  loan,"  he  says. 
Mautner  hopes  to  benefit  indirectly' 
from  a  new  federal  regulation  for  re-i 
ducing  student  loan  defaults  he 
thinks  will  further  strain  the  finances 
of  many  of  his  small-  and  medium 
size  competitors:  Students  used  to  get 
the  full  amount  of  their  loans  almost 
immediately  after  enrolling. 
Now  they  get  half  after  30 
days  and  the  rest  midway 
through  the  course. 

Financially  strapped 

schools  that  have  to  carry 
their  payroll  and  other  costs 
until  those  loans  come  in 
may  get  pinched.  Moreover, 
schools  with  student  loan  de- 
fault rates  of  30%  or  more 
can't  secure  supplemental 
loans  for  their  students. 
"We'll  be  one  of  the  survi- 
vors, because  we  have 
enough  cash  and  our  student 
loan  default  rate  is  only 
11%,"  Mautner  says. 

Because  he  expanded  slow- 
ly and  carefully,  Mautner 
avoided  some  of  the  equity 
dilution  that  afflicts  so  many 
ambitious  entrepreneurs. 
His  partner  was  bought  out 
in  1961  for  $6,000  before  the 
firm  went  public.  The  fol 
lowing  year  he  raised  addi 


tional  capital  by  selling  33%  of  the 
stock  to  the  public  for  about 
$120,000.  He  still  owns  25%,  worth 
roughly  $8.6  million  at  the  recent 
over-the-counter  price  of  16;  that's  10 
times  fiscal  1990  earnings.  His  public 
shareholders  have  done  well,  too:  Pro- 
gramming's stock  is  up  sixtyfold 
since  it  went  public. 

Mautner  draws  an  $820,000  salary 
and  bonus,  but  he  scarcely  lives  like  a 
rich  man.  His  home  in  tony  Green- 
wich is  a  relatively  modest  four-bed- 
room. No  fancy  cars  or  boats.  His  el- 
der son  joined  him  in  running  the 
company  two  years  ago,  after  becom- 
ing a  CPA.  Which  would  suggest  that 
some  of  the  prudent,  no-nonsense  pol- 
icies Mautner  brought  to  the  compa- 
ny over  30  years  ago  will  continue  for 
at  least  another  generation.  ■ 
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job   for   office-bound   clerks.  Chance  has  played  no  role  in 

Our  Allianz  experts  prefer  to  making  us  the  leader  in  the 
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Can  you  put  excitement  into  something  as 
dull  as  selling  tires?  Don  Ca)T  and  Phil 
Lansdale  did,  and  got  rich  in  the  process. 

Welcome,  ladies 


By  Ellen  Paris 


Iet's  face  it:  Selling  tires  is  usual- 
_  ly  pretty  dull  stuff.  But  not  if 
I  you're  Donald  Carr. 

Carr,  53,  is  chief  executive  of  Irvine, 
Calif.-based  4day  Tire  Stores,  which 
he  founded  in  1969  with  his  late  part- 
ner, Phil  Lansdale,  a  California  ad- 
man. They  took  a  staid  commodity 
business,  injected  some  marketing 
pizzazz  and  inspired  cost-control 
moves.  Today  4day  has  54  stores  in 
southern  California,  Tucson, 
Dallas/Fort  Worth,  Kansas  City 
and  Seattle,  and  rings  up  sales  of 
close  to  $130  million  a  year. 
Not  bad  in  the  highly  fragment- 
ed $10  billion  U.S.  replacement 
passenger  tire  market.  Better 
still,  4day  boasts  margins  of 
close  to  2% — far  above  the  in- 
dustry average  of  1.4%.  The  pri- 
vately held  company  is  worth 
an  estimated  $50-million-plus. 

Carr's  secret  is  that  he  takes 
4day's  name  quite  literally: 
4day  is  open  only  Wednesday 

through  Saturday.  From  a  mar-    

keting  standpoint,  says  Carr,  the  re- 
duced schedule  sets  him  apart  from 
his  competition.  Moreover,  the  four- 
day  week  saves  on  overhead  by  cut- 
ting labor  costs.  Most  tire  stores  stay 
open  Monday  through  Saturday  and 
work  their  employees  50  to  60  hours  a 
week.  4day's  staff  usually  works 
around  40  hours. 

But  doesn't  the  truncated  week 
shave  sales?  Not  a  bit.  Almost  no  one 
takes  a  sudden  notion  to  rush  out  and 
drop  an  average  of  $250  for  a  new  set 
of  tires,  so  4day  rarely  loses  impulse 
buyers  when  it's  closed. 

The  short  week  is  only  one  of  a 
string  of  Carr's  insights.  Back  in  the 
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Sixties,  Carr  was  running  a  small 
chain  of  tire  stores  around  Los  Ange- 
les. That's  where  he  teamed  up  with 
Lansdale,  who  owned  the  advertising 
firm  that  handled  Carr's  account.  Be- 
tween them  they  could  scrounge  up 
only  $50,000  each — but  they  sensed 
big  changes  coming  in  the  tire  mar- 
ket, which  back  then  was  mostly  old 
bias-ply  tires  bought  almost  entirely 
by  males. 

Recalls   Carr:    "The    tire    industry 
was  pretty  stodgy.  It  was  run  by  a  lot 
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4day  Tire's  Don  Can- 

Shorter  weeks,  fatter  margins. 


of  not  very  bright  guys  who  sat  around 
in  Akron  and  told  each  other  every- 
thing was  wonderful.  They  didn't  rec- 
ognize that  Michelin  and  others  were 
lurking  offshore,  waiting  to  eat  their 
lunch.  Which  is  what  happened." 

Akron  may  not  have  recognized  the 
coming  of  the  radial  tire  revolution, 
but  Carr  and  Lansdale  did.  Looking 
around  them  in  prosperous,  car- 
crazed  southern  California,  Carr  and 
Lansdale  zeroed  in  on  drivers  of  flashy 
cars  like  Cadillacs  and  Mercedes  and 
stocked  up  on  the  new,  more  expen- 
sive imported  radials. 

Shrewd  move.  At  the  time,  radials 
accounted  for  almost  none  of  the  mar- 


ket. Today,  they're  99%  of  the  re 
placement  tire  business.  4day  als 
stocked  tires  other  dealers  didn't  car 
ry.  One  example:  the  lO-inch  tires  fo 
Honda's  early  models.  Says  Floyd  Ew 
ton,  the  company's  chief  financial  of 
ficer:  "[Honda]  owners  would  go  to  i 
tire  store  and  get  laughed  at  and  tok 
to  go  to  the  lawn  mower  shop.  Wt 
stocked  those  babies." 

Another  innovation  was  4day's  pur 
suit  of  women  buyers,  many  of  whom 
are  full-blown  autophobes.  Carr  post 
ed  the  prices  of  his  tires,  still  a  ran 
practice  in  the  industry,  in  an  effort  t( 
demystify  the  buying  process  fo: 
women.  And  instead  of  burying  hi; 
ads  in  the  sports  sections  of  newspa- 
pers, largely  a  male  preserve,  Carr  anc 
his  partner  insisted  on  placing  them 
up  front,  in  the  news  sections,  whert 
readers  of  both  sexes  would  see  them 
The  ads  are  short  on  car  jargon  anc 
long  on  witty,  informative  discus 
sions  of  tire  arcana.  One  recent  ac 
discussing  the  outmoded  use  of  zinc 
oxide  as  a  tire-toughening  agent  ex 
plained,  "Tires,  like  bread,  used  to  be 
white  after  they  were  cooked."  Worn 
en  responded  to  this  approach;  today 
they  represent  over  one-third  ol 
4day's  retail  business. 

Although  4day's  tire  installers 
work  four  days,  store  managers  work 
five  days.  On  Tuesdays  they  work  as 
wholesalers,  selling  to  service  sta- 
tions and  other  independent  tire 
dealers.  Wholesaling  accounts 
for  50%  of  4day's  overall  sales. 
The  added  volume  gives  Carr 
the  leverage  to  negotiate  lower 
prices  from  his  manufacturers.' 
So  4day's  prices  run  about  10% 
lower  than  those  of  local  com- 
petitors on  just  about  every- 
thing he  carries.  "We  tell  the 
little  [retailing]  guy,  'Let  us 
stock  the  tires  for  you.'  "  Which 
works  out  fine  for  people  like 
Roger  Rosenberg,  who  owns 
two  small  tire  stores  in  Ana- 
heim  and  Brea,  near  Disney- 
land. Says  Rosenberg:  "It's  cheaper  for 
me  to  buy  from  4day  than  to  go  to  a 
manufacturer." 

Not  the  least  of  Carr's  successful 
formula  is  an  attitude  toward  custom- 
er service  that  sets  him  apart  from 
your  typical  tire  dealer,  who  tends  to  j 
roll  his  merchandise  out  the  door  and 
forget  about  it.  One  Los  Angeles  attor- 
ney punctured  a  tire  he  had  recently 
bought  from  4day  when  he  acciden- 
tally ran  over  a  sprinkler  head  on  the 
edge  of  his  driveway.  Hardly  4day's 
fault,  but  Carr  replaced  the  tire  for 
free  anyway.  And  probably  won  a  life-  "^^1 
long  customer  in  the  bargain.  Noth 
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ing  mystifying  about  that. 
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HERE'S  NOSUCHTHING  ASTHE  WRONG 
TIME  OR  PLACE  FORTHE  A340. 


Flying  direct  to  less 
lar  long-haul  destinations 
ever  been  profitable. 

Until  now. 

Off-peak  flights  to  ma- 
lubs  have  always  been 
rofitable. 

Until  now. 

The  new  Airbus  A340, 
being     built,     can     fly 


either  type  of  route  cost- 
effectively,  since  you  only 
need  to  fill  144  seats  on  an 
A340-300  to  break  even. 

And  that's  without 
taking  into  account  the  extra 
revenue  cargo  it  can  carry. 

In  fact  with  a  full  pas- 
senger load,  the  A340-300 
can     carry     more     revenue- 


earning    cargo    than    a    typical 
long-haul  jumbo. 

Figures    like    these    speak 
for  themselves. 


AIRBUS  INDUSTRIE 
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Computers/ 
mat  Communications 


You  can  usually  beliet^e  a  cars  horsepower 
rating.  But  when  your  computer  dealer 
says  your  $20  million  system  can  perform 
thousands  of  transactions  a  second,  can 
you  believe  him? 

0to60 

in  2  milliseconds 


By  Steve  Weiner 


Michael  L.  Abramson 


Computer  evaluator  Neal  Nelson 
"CompwUer  vendors  lie,  and  lie  a  lot.' 
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Sears,  Roebuck  &.  Co.'s  computer  d 
vision  figured  it  had  all  the  hardwai. 
and  software  it  needed  to  handle  tf 
big  bulge  of  business  for  the  Discovi 
credit  card  last  Christmas.  Its  systcn 
built  around  two  ibm  mainframe 
was  supposed  to  issue  or  deny  up  t 
160,000  credit  authorizations  a 
hour,  with  a  response  time  of  two  t 
four  seconds.  Longer  than  that  an 
customers  get  impatient;  much  Ion 
er  than  that  and  the  system  probabl 
crashes,  which  means  no  one  can  us 
Discover  to  buy  anything. 

How  do  you  test  such  a  system  i 
advance  of  putting  it  into  use?  Sho 
of  hiring  everyone  attending  the  Ros 
Bowl  game  to  pound  terminals,  thei 
is  no  foolproof  way.  But  Sears  Tecl 
nology  Services,  the  computer  divpi 
sion,  tested  it  with  a  procedure  that, 
popularized,  could  save  companies 
lot  of  grief.  It's  called  "remote  term 
nal  emulation"  and  it  amounts  to  e; 
tablishing  a  system's  performance  b  ai 
programming  a  computer  to  pretenc  Bt( 
right  down  to  coffee  breaks  and  thinl 
ing  time,  that  it's  your  office,  yoi 
staff  and  your  applications. 

Gary  Weis,  senior  vice  president  c 
Sears  Technology,  used  an  ibm  simi 
lation  program,  called  Teleprocessin 
Network  Simulator,  to  act  lik 
Christmas  plus  50% — as  if  thousan 
of  merchants  at  100,000  remote  tei 
minals  were  bombarding  the  syster 
with  more  than  220,000  requests  a 
hour.  It's  a  good  thing,  too.  At  150,00 
transactions  an  hour,  well  below  suj  1^ 
posed  capacity,  the  system  began 
crawl.  Among  other  things,  say  Ifi 
Weis,  Sears  discovered  subtle  pre 
gramming  errors  that  ruined  the  syn 
chronization  of  its  two  computer 
The  software  was  rewritten,  and  as 
result,  Weis  says.  Discover  had  n| 
serious  problems  at  Christmas. 

Says  Max  Martin,  whose  Dalla 
based  software  development  firrr 
Argo  Data  Resource  Corp.,  uses  simi 
lar  testing  techniques:  "This  sort 
test  is  mandatory  for  mission-critics 
software.  I  wouldn't  want  to  thin 
about  not  having  it." 

Surprisingly,  only  a  handful  of  com 
puter  buyers,  many  of  them  govern  ^^ 
ment  agencies,  actually  perform  sue 
tests.  Among  buyers  of  midrange  sys 
terns,  suitable  for  up  to  several  hu: 
dred  users,  fewer  than  1%  benchmarl  tasi 
their  computers  using  simulations  ice 
estimates  Kenneth  MacMorran,  man 
ager  of  ibm's  performance  laboratorie 
in  Dallas. 

Why  don't  they  test?  It's  expensive 
for  one  thing.  Simple  tests  can  cos 
$15,000  to  $20,000  just  to  hcense  tb  jc( 
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""aftwarc;  complex  evaluations  can 
-,ike  weeks  or  months  and  cost  hun- 
dreds of  thousands  of  dollars. 
w  Companies  that  are  already  locked 
iiito  a  brand  of  equipment  or  operat- 
fetig  system  tend  simply  to  add  capaci- 
ir/  when  the  system  slows  down,  and 
e^sk  few  questions.  Lots  of  companies 
t|on't  really  care  about  getting  maxi- 
aifium  performance  from  a  given  sys- 
t);m  as  much  as  they  do  about  price 
mild  support.  So  they  accept  models  or 
niiucated  guesses  in  place  of  actual 
blt;st  results. 
jsi  But  two  factors  suggest  that  educat- 

i  estimating  will  come  out  right  less 
a.'ten  than  it  used  to.  For  one  thing, 
oii'stems  have  become  vastly  more 
osijmplex.  Dean  Witter  Reynolds,  the 
erijars  brokerage  subsidiary,  uses  2,500 
chiiferent  programs  each  day.  Comput- 
mis  are  now  often  linked  mto  layers  of 
timote  networks  that  no  rule  of 
s^iumb  can  cover. 

mi:  Second,  the  open  architecture  of  the 
Kopular  Unix  operating  system  means 
Iwtat  companies  are  now  mixing  and 
iidi.atching  brands.  Who  knows  if  that 
niuspex  network  server  works  best 
oiaith  a  DECstation  3100  or  an  ibm 

)WERStation? 
to|  Simple  benchmarks,   which   mea- 
nufire  how  well  a  machine  performs 
,in|andard  tasks  under  increasing  work- 
M 


Paul  Cbou  of  Perfommnce  Awareness 
"We  tty  to  keep  everyone  honest." 


oads,  have  been  around  for  years.  The 
"Business  Benchmarks,"  from  Neal 
Nelson,  a  Chicago  computer  evalua- 
tor,  consist  of  18  tests  that  measure 
how  well  a  machine  performs  such 
functions  as  word  processing,  data- 
base management,  accounting,  pro- 
gramming and  computer-aided  de- 
sign. Though  inexpensive,  at  $96  a 
report,  the  benchmarks  can  show 
startling  performance  disparities.  Ex- 
ample: the  Compaq  SystemPro,  a  fast, 
dual-processor  computer  priced  in 
Nelson's  test  at  about  $44,000,  ran 


from  1  Vi  to  as  much  as  11  times  faster 
than  a  $193,000  vax  6000  Model  310 
in  most  exercises  with  40  users  on  the 
system. 

"Computer  vendors  lie,  and  lie  a 
lot,"  says  Nelson.  "They  tweak  and 
tune,  then  march  a  customer  in  and 
everything  flashes  and  dances.  The 
customer  never  knows  if  this  is  nor- 
mal or  even  if  everything  they  expect- 
ed is  all  there." 

Performance  Awareness  Corp.,  a 
Raleigh,  N.C.  evaluation  company, 
sells  a  sophisticated  remote  terminal 
emulator  that's  used  by  a  number  of 
computer  companies,  including  ibm 
and  Amdahl,  to  test  and  configure 
Unix  systems.  The  company  says  its 
software  can  duplicate  and  measure 
the  performance  of  a  system  running 
four  applications  with  more  than 
1,000  users,  accurate  to  a  millisecond. 
"We  are  like  a  consumer  reporter — we 
try  to  keep  everyone  honest,"  says 
Paul  Chou,  president.  Example:  A 
Performance  Awareness  test  showed 
that  a  proposed  $320,000  network  of 
personal  computers  was  a  likely  di- 
saster for  the  user.  If  all  16  users  ran 
complex  database  commands,  the  av- 
erage response  time  slowed  to  an  ago- 
nizing 48  seconds. 

Conclusion?  Investigate  before  you 
invest  in  a  computer  system.  ■ 


ome  people  hate  them,  but  computers  fre- 
hiently  make  better  switchboard  operators 
oan  humans.  They  also  make  a  nice  busi- 
essfor  Aspect  Telecommunications. 


Telephone 
telepathy 


By  Kathleen  K.  Wiegner 


f 
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HANK  YOU  FOR  CALLING  the  Ex- 
cellent Catalog  Co.  If  you  are 
calling  about  a  previous  order, 
ji4;ase  press  1.  If  you  are  calling  to 
las  ace  a  new  order  or  to  ask  about  a 
oduct,  please  press  2.  If  the  only 
lejirpose  of  your  call  is  to  request  a 
talog,  please  press  3." 
Some  people  are  turned  off  when 
eir  phone  call  is  answered  by  a  talk- 
;  tilg  computer.  To  them  it  sounds  like 


an  automated  runaround.  In  fact, 
these  electronic  telephone  operators 
shorten  the  wait  for  scarce  live  opera- 
tors, mostly  by  screening  callers 
while  they're  waiting  in  line.  These 
stand-alone  automated  call  systems 
complement  a  company's  separate 
phone  switch,  or  pbx,  by  delivering  a 
greeting  message,  queuing  incoming 
calls,  playing  music  or  promotional 
rriessages  and  switching  calls  to  an 
available  agent. 
The  use  of  toll-free  800  numbers  for 
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everything  from  catalog  sales  to  24- 
hour  bank  service  has  more  than  dou- 
bled over  the  last  five  years  as  800 
service  has  gotten  cheaper.  And  so 
more  fingersy  are  doing  the  walking. 
The  resulting  surge  in  traffic  is  both  a 
blessing  and  a  threat  for  companies.  If 
customers  are  kept  waiting  on  hold 
too  long,  they'll  hang  up  and  call  a 
competitor. 

The  earliest  automatic  call  distrib- 
utors were  developed  in  the  early 
1970s  for  use  by  big  airline  reserva- 
tion systems.  They  simply  held  calls 
in  the  order  in  which  they  were  re- 
ceived and  played  a  little  music  while 
you  waited.  Then  along  came  elec- 
tronic engineer  James  Carreker,  who 
saw  a  chance  to  improve  on  the  auto- 
mated receptionists  by  exploiting  ad- 
vances in  computer  software.  What  if 
the  computer — instead  of  merely  re- 
peating the  same  annoying  announce- 
ment every  few  minutes — could  actu- 
ally interact  with  the  caller  to  help 
speed  the  call  to  its  destination?  What 
if  it  could  distinguish  between  urgent 
calls  and  prank  calls? 

Carreker  knew  a  lot  about  phone 
systems — his  job  at  the  time  was  to 
track  the  pbx  business  for  market  re- 
searcher Dataquest.  In  1985  Carreker 
quit  to  start  a  company  to  develop 
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software  to  handle  all  the  automatic 
call-routing  features  he'd  envisioned. 
Last  year  his  San  Jose,  Calif. -based 
company,  Aspect  Telecommunica- 
tions Corp.,  had  revenues  of  $30  mil- 
lion and  net  income  of  $2  million. 
The  outfit  went  public 
in  May  at  15  and  was 
selling  at  22  (81  times 
1989  earnings)  before  the 
recent  market  down- 
turn. The  bulls  say  As- 
pect may  triple  its  earn- 
ings this  year.  Carreker's 
stake  in  Aspect — at  its 
recent  price  of  15 — is 
worth  $7  million. 

Aspect's  complex  call- 
handling  software  helps 
companies  improve 

their  image.  "Every  call- 
er forms  a  visual  picture 
of  a  company  at  the  oth- 
er end  of  the  line,"  says 
Carreker,  43.  A  good  call 
router  can  make  a  tele- 
marketer appear  tele- 
pathic. One  way  this  is 
done  is  by  using  auto- 
matic number  identifi- 
cation, a  phone  company 
feature  that  transmits 
alongside  a  voice  signal 
the  number  of  the  per- 
son calling.  It's  some- 
thing like  the  return  ad- 
dress on  an  envelope,  al- 
though the  caller  can 
block  this  information, 
just  as  he  could  send  out 
an  envelope  with  no  re- 
turn address  if  he  want- 
ed to. 

By  the  time  an  opera- 
tor answers  the  phone. 
Aspect's  computer  has 
already  identified  the 
caller,  grabbed  any  infor- 
mation about  the  caller 
that  may  be  sitting  in 
the  company's  database 
and  displayed  it  on  the 
operator's  computer 
screen.  Important  cus- 
tomers are  pushed  to  the 
front  of  the  line. 

A  hitch  could  arise  in 
the  future,  if  the  caller 
lives  in  a  state  where  the 
American  Civil  Liber- 
ties Union  is  campaign- 
ing to  outlaw  automatic 
number     identification. 


The  ACLu's  view  of  number  identifi- 
cation is  pretty  extreme:  The  system 
is  an  "invasion  of  privacy,"  even  if  the 
caller  has  the  option  of  blocking  it.  So 
far,  the  aclu  has  persuaded  a  Pennsyl- 
vania court  that  it  is  illegal  for  phone 
companies  to  permit  the  equivalent  of 
a  return  address  to  accompany  their 
calls.  Pennsylvania  consumers  may 
get  slower  responses  when  they  call 
their  broker  or  catalog  retailer.  How- 
ever, Aspect  can  offer  its  clients  a 


Jim  Carreker  of  Aspect  Telecommunications 
What  tf  caller  IJi.  is  an  "invasion  of  privacy' 


system  in  which  different  types 
customers  are  given  different  phol 
numbers  to  call  or  special  codes  i 
punch  in  after  the  call  is  complete: 
Even  Pennsylvania,  however,  woull 
let  a  telemarketer  capture  the  calleii; 
area  code  and  local  exchange 
enough  useful  demographic  inform 
tion  to  enable  a  call  coming  from 
French-speaking  part  of  Canada  to  I 
automatically  routed  to  a  Frenc 
speaking  operator. 

Aspect's  million  lim 
of  software  coding  c 
jockey  callers  in  and  oi 
of  line  based  on  their  ai 
swers  to  a  few  quic 
questions.  Someor 

calling  with  a  new  ord^ 
gets  top  priority — afti 
all,  no  company  wan 
to  miss  an  order  becaui 
the  customer  got  tired  ( 
waiting  and  hung  u 
Anyone  requesting  roi 
tine  information  like 
catalog  can  quickly  t 
shunted  to  an  electron 
voice  mailbox  withoi 
bothering  a  live  oper 
tor.  If  there  are  too  man 
people  on  hold,  they  a 
given  the  option  of  lea 
ing  a  message  and  ha 
ing  someone  get  back  i 
them. 

Lotus      Developmei 
Corp.  uses  an  Aspect  ca 
router    in    its    softwai 
support   center   to   hel 
screen     its     dustomer; 
Callers  are  asked  to  er 
ter  the  serial  number  c 
their  software.  This  a 
lows    the    computer   t 
check  to  see  if  the  sofi 
ware    was    legitimatel 
purchased  and  whethe 
the   caller  paid  for  hi  ^ 
support    contract.     Th 
system    can    tell    ho^  k 
many  callers  got  tired  c  fc 
waiting  and  hung  up  an  '"' 
in  some  cases  who  hun 


up. 


Air  New  Zealand  assent 

"Callers  form  a  picture  of  a  company  at  the  other  end. 


The  stand-alone  auto 
matic  call  distributioi  \^ 
market  is  largely  con 
trolled  by  the  big  fel 
lows,  like  Rockwell' 
communications  divi 
sion  and  privately  hel( 
Teknekron,  which  ac 
quired  Datapoint's  In 
foswitch  division  sevei 
years  ago.  Together 
these  two  players  con 
trol  80%  of  the  $30( 
million  stand-alom 


100 


FORBES,  SEPTEMBER  3,  1990 


fit 

Ilia 


itti 


Hi 


The  Problem  With 
Buying  Software  from 
A  Haroware  Company 


Once  a  company  gets  locked  into  hardware  and  software  fivm  one 
computer  vendor,  it  operates  at  the  mercy  of  that  vendor 


Many  companies  buy  and  build 
software  that  runs  on  only  one 
kind  of  computer.  Locking 
themselves    into    one 
vendor's  hardware. 
These  companies 
can  then  find 
themselves 
trapped 


into  buying  a  ten  million  dollar 
computer  when  a  one  million  dollar 
computer  from  another  vendor 
would  actually  do  a  better  job. 

These  expensive  hardware  traps 
can  easily  be  avoided  by  using  the 
right  software. 

Oracle  software  runs  on  virtually 
every  computer  -  mainframes,  mini- 
computers, workstations  and  PCs. 
From  virtually  every  vendor. 

Oracle  software  lets  companies 
develop  applications  that  run  on  all 
their  computers.  And  share  data 
among  them  as  well. 


Most  important  of  all,  it  lets 
companies  exploit  newer,  faster 
and  cheaper  technologies  as  they 
emerge. 

Call  1-800-633-1058  ext.  1812  for 
more  information. 

We'll  tell  you  how  you  can 
move  forward  without  worrying 
about  what  you're  stepping  into. 


Software  that  runs  on  all  your  computers. 


traJemajli  ot  Orade  Coporadofi.  All  trade  names  reterencsd  are  Kie  secvice  martt.  IrademajK  or  registered  tradema*  of  the  respective  marejtacturer  Call  1  -800-ORACLE 1  lor  tardware  and  soltware  requirements. 
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market;  pbx  makers  account  for  an- 
other $300  million  or  so  of  the  total 
call  distribution  business. 

With  an  average  price  of  $400,000, 
Aspect's  100-line  Call  Center  is  com- 
parable with  Rockwell's.  Still,  Car- 


reker  thinks  that  he  can  wrest  some 
market  share  away  from  the  big  guys. 
Instead  of  trying  to  take  a  big  custom- 
er like  American  Airlines  away  from 
Rockwell,  Carreker  signed  up  Air 
New  Zealand,  which  says  that  superi- 
or telephone  service  will  give  it  a 
competitive  advantage. 

The  market  for  electronic  recep- 
tionists is  growing  rapidly,  especially 
as  Europe  begins  offering  800-number 


service.  Telephone  companies  war 
to  get  a  piece  of  the  action  by  offerii 
call  distribution  services  throug 
their  central  office  switches. 

In  a  market  that's  growing  this  fas 
there's  more  than  enough  business  f( 
clever  entrepreneurs  like  Carreker- 
provided,  of  course,  that  they  ca 
keep  ahead  of  the  various  self-a] 
pointed  consumer  guardians  ths 
don't  like  technology.  ■ 


Computer  Ventures 


Commentarv  bv  Richard  \.  Shaffer 


WHT  MOTOROLA  IS  EXPENSIVE— AND  STILL  A  BARGAIN 


Good  technology  companies  tend  to 
be  very  expensive,  in  the  sense  that 
their  prices  are  high  multiples  of 
their  earnings,  and  Motorola  is  no 
exception.  The  stock  is  already  up 
24%  this  year,  putting  it  at  19  times 
trailing  earnings.  Over  the  next  few 
years,  however.  Motorola  and  its 
shareholders  may  do  even  better  be- 
cause of  its  increasing  importance 
in  wireless  communications. 

Motorola  makes  semiconductors 
and  computers,  too.  For  investors, 
however,  the  future  lies  in  commu- 
nications and  in  the  company's 
plans  to  use  its  expertise  in  digital 
technology  to  build  what  could  be- 
come a  vast  worldwide  service  and 
equipment  business. 

In  computers,  Motorola  is  un- 
profitable. But  in  semiconductors, 
the  company  is  edging  ahead  of 
Texas  Instruments,  which  had  been 
America's  largest  producer  of  cir- 
cuits sold  primarily  to  others.  (A 
few  large  producers,  like  ibm,  make 
chips  only  for  themselves.)  Motor- 
ola is  far  behind  Intel  in  profitabili- 
ty of  its  chip  production,  but  it  is  at 
least  doing  well  at  a  time  when  ti, 
Advanced  Micro  Devices  and  Na- 
tional Semiconductor  all  are  strug- 
gling. And,  although  Motorola  has 
no  microprocessor  home  run  like 
the  Intel  386,  Motorola  is  proving 
in  semiconductors  a  point  ibm 
has  made  in  computers:  Product 
breadth,  strong  marketing  and 
manufacturing,  and  customer  di- 
versity can  overcome  many  short- 
comings. Like  IBM,  Motorola  often 
comes  late  to  an  opportunity — re- 

RicbardA.  Shaffe)-  is  founder  of  Technologic 
Partners,  a  techno/og)'  consulting  company 
in  New  York  City,  and  publisher  q/'Techno- 
logic  Computer  Letter. 


duced-instruction-sct  computing 
being  a  recent  case  in  point.  But, 
again  like  ibm.  Motorola  is  all  but 
impossible  to  dislodge  once  it  has 
entered  a  market.  As  cost-con- 
scious customers  strive  to  reduce 
the  number  of  suppliers  they  work 
with,  a  big  portfolio  helps  Motorola 
to  stay  on  their  lists. 

Also  like  ibm.  Motorola  has  fig- 
ured out  how  to  make  money  over- 
seas, where  the  best  opportunities 
for  growth  now  lie.  In  foreign  mar- 
kets— except  in  Japan,  where  ti  is 
entrenched — Motorola  is  usually 
the  leading  nonlocal  chip  supplier. 

Increasingly,  however.  Motoro- 
la's story  is  a  story  about  communi- 
cations, not  semiconductors.  The 
company  is  the  leading  supplier  of 
cellular  equipment.  In  this  explo- 
sively growing  industry,  carriers 
like  McCaw  Cellular  are  still  far 
from  profitability,  because  they  are 
so  busy  paying  off  loans  used  to  buy 
franchises.  But  the  hardware  mak- 
ers are  making  good  money. 

Motorola  is  capturing  headlines 
with  its  pagers — one  of  its  latest  can 
be  worn  like  a  wristwatch,  and  an- 
other is  the  first  that  can  store  voice 
messages.  Its  $3,500  Microtac,  the 
10-ounce  cellular  telephone,  has  be- 
come a  popular  executive  perk.  The 
company's  digital  voice  technology 
has  been  chosen  by  the  Japanese 
government.  For  an  American  com- 
pany to  win  a  Japanese  government 


contract,  especially  in  communica- 
tions, you  just  know  the  product 
has  to  be  great. 

On  the  basis  of  such  products. 
Motorola's  cellular  systems  busi- 
ness contributed  around  40%  of  op- 
erating profits  last  year  and  doubled 
m  sales  to  about  $1.5  billion.  Around 
the  world,  more  than  60%  of  the 
equipment  that  connects  cellular 
telephones  with  ordinary  telephone 
systems  is  sold  by  Motorola.  For  the 
next  three  years,  the  company  ex- 
pects its  cellular  business  to  grow 
about  40%  annually.  If  that  happens, 
cellular  equipment  will  become  Mo- 
torola's largest  single  business, 
reaching  almost  $4  billion  within 
another  couple  of  years.  Cellular 
systems  also  are  becoming  the  com- 
pany's most  profitable  bus^iness — 
earning  a  pretax  return  on  sales  that 
is  almost  twice  as  large  as  Motoro- 
la's other  communications  prod- 
ucts, and  nearly  three  times  as  much 
as  its  semiconductor  products. 

Now  Motorola  is  planning  a  $2. 1 
billion  communications  network 
that  would  rely  on  dozens  of  small 
satellites  to  connect  millions 
of  pocket-telephone  subscribers 
around  the  world.  The  network, 
called  Iridium,  could  be  in  service 
by  the  middle  of  this  decade,  al- 
though very  high  financing  and  reg- 
ulatory hurdles  remain. 

There  is  no  shortage  of  competi- 
tion. Already,  Japan's  nec  and  Swe- 
den's L.M.  Ericsson  are  challenging 
its  lead  in  pocket  telephones.  But 
there  is  also  a  lot  of  business  to  go 
around,  with  the  number  of  cellular 
telephone  customers  likely  to  climb 
from  10  million  today  to  100  mil- 
lion before  the  decade  is  out.  Even 
at  its  current  price  (73),  the  stock 
looks  good  long  term.  ■ 
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FOR  A  LIMITED  TIME, 

IF  YOU  BUY  A 

SHARP  LASER  FAX, 

WE'LL  GIVE  YOU 

I       $300  WORTH 

FAX  SUPPLIES  -  FREE.* 

I  ^r  good  through  9;30;90.  See  your  parlicipiling 
'  i  iulhorized  Sharp  fa>  syslems  dealer  for  details. 
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NOW  MAKES - 
,  PLAIN  PAPER  FAX 
^     AFFORDABLE^ 

>     From  the  leader  in  fax 
J|or  thep^st  three  years 
:  cpmes  thie  next  major  step. 
^     Affordable  laser  tech- 
nology that  brings 
plain  paper  fax  within 
aiiy  company's  reach. 
;  The  new  Sharpr"  "^r   _. 
FO-5200  can  give  youxirisp^ 
high-resolution  documents 
on  bond  paper  for  just 
5^g!Steiitsa  pageWa  fraction 
oflh^^ost  of  othier  fax 
jnachiiier.  . 

-    And  with  Ibe  advanced 
features  and  memory  that 
^ay^'s  bifstiiess  demands. 
Tiiat's  the  kind  of  inno- 
vation it  takes  to  remain  the 
leadei^"^  ^ 

To  learn  more  about 
^^e  FO-5200,  or  ai^y  Sharj 
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Insights 


Commentarv  bv  Peter  Huber 


MADONNA  AIN'T  SOFTWARE 


Even  if  I  happen  to  own  a  wig  and  a 
sultry  pout,  I  can't  strut  around  im- 
personating Madonna  in  television 
commercials.  The  courts  have  ruled 
that  an  imitator  is  stealing  when  he 
or  she  tries  to  cash  in  on  a  celebri- 
ty's unique  voice  or  visage.  And  so 
they  should,  in  my  view. 

In  matters  of  artfully  created 
look-and-feel,  what  goes  for  Madon- 
na goes  for  Lotus  Development 
Corp.  In  June  Federal  District  Judge 
Robert  Keeton  ruled  that  Lotus 
enjoys  broad  copyright  protection 
from  knockoffs  of  its  famous 
1-2-3  spreadsheet  program.  Lotus' 
computer  code  hadn't  been  copied. 
But  its  command  structure — the 
screens,  word  patterns  and  key- 
strokes that  make  1-2-3  work — had, 
and  that  was  too  much. 

The  software  industry  is  all 
atwittcr.  Some  argue  (m  line  with  a 
Mar.  6,  1989  Forbes  cover  story) 
that  letting  Lotus  copyright  its 
commands  would  be  like  letting  it 
copyright  the  alphabet.  Others  say 
that  look-and-fccl  is  too  subjective 
and  imprecise  a  concept  to  protect 
with  the  heavy  club  of  copyright 
law.  They  argue  this  way:  Suppose 
the  Madonnas  of  the  software  busi- 
ness next  try  to  enforce  their  look- 
and-feel  rights  against  the  Whoopi 
Goldbergs?  With  uncertainty  of  this 
order  in  the  air,  software  program- 
mers, like  entertainers,  just  won't 
dare  perform  anymore. 

I'm  inclined  to  think  this  argu- 
ment is  specious  and  that  the  courts 
were  right  to  rule  against  imitators. 
Deliberate  knockoffs  are  easy 
enough  to  recognize.  "Shweet- 
heart"  is  Bogart,  even  when  growled 
by  some  third-rate  comedian.  And 
unlike  the  alphabet,  command 
structures  are  not  a  universal  and 
ancient  heritage  of  the  spreadsheet 
business;  they  are  what  distinguish 
the  good,  the  bad  and  the  ugly. 
Some  interfaces,  like  the  C'  prompt 
in  the  Microsoft  Disk  Operating 
System,  are  horribly  opaque  and  in- 
scrutable. Some,  like  the  Lotus 
spreadsheet,  are  wonderfully  trans- 

Peter  Huher,  a  senior  fellow  of  the  Manhat- 
tan Institute,  is  the  author  o^  Liability:  The 
Legal  Revolution  and  Its  Consequences. 


parent  and  intuitive.  Great  innova- 
tion is  just  what  intellectual  proper- 
ty rights  are  supposed  to  protect. 

With  that  said,  I  think  Lotus  has 
made  one  big  mistake.  If  it's  clever, 
Lotus'  archrival,  Borland  Interna- 
tional, will  announce  that  it  wel- 
comes look-and-feel  copying  of  its 
Quattro  Pro  spreadsheet  by  every 
software  developer  in  the  country. 
Whether  led  by  Borland  or  someone 
else,  the  anything-but-Lotus  pro- 
grammers and  spreadsheet  users 
now  have  a  strong  incentive  to  con- 
verge on  a  different  interface  stan- 
dard— perhaps  Borland's,  perhaps 
someone  else's.  How  quickly  they 
do  so  will  depend  on  how  (unwisely) 
assertive  Lotus  chooses  to  be  with 
its  (well-deserved)  copyrights. 

This  conflict  between  openness 
and  ownership  goes  back  to  the  days 
when  "IBM"  and  "computer"  were 
synonymous.  Trustbusters,  along 
with  quite  a  few  disgruntled  cus- 
tomers, said  IBM  was  monopolizing 
the  computer  market  by  first  ad- 
dicting its  customers  to  particular 
hardware  standards  and  then  beat- 
ing off  competitors  with  patents. 
Today,  though  it  isn't  being  hec- 
tored by  antitrust  lav^ryers  anymore, 
IBM  is  falling  all  over  itself  to  dis- 
own its  proprietary  past  and  tout 
the  common  standards  and  com- 
patibility it  shares  with  everyone 
else.  On  the  software  side  of  things, 
IBM  has  suddenly  become  a  passion- 
ate believer  in  open  systems,  or  at 
least  in  an  open  version  of  Unix,  the 
sophisticated  operating  system  orig- 
inally developed  by  Bell  Labs. 

Apple  likewise  started — and 
flourished — with  an  open-architec- 
ture machine  that  was  wonderfully 
easy  to  interconnect  and  clone.  As 
soon  as  ibm  learned  the  lesson, 
Apple  forgot  it,  and  foolishly  tried 
to  seal  up  its  second-generation  ma- 
chines. It  paid  a  heavy  price  in  the 


market,  and  has  spent  years  since 
trying  to  undo  the  mistake.  Sun  Mi- 
crosystems, the  highly  successful 
workstation  upstart,  has  taken  the 
gutsy  step  of  openly  inviting  people 
to  clone  its  microprocessor. 

What  most  hardware  people  now 
recognize  is  that  closed  systems 
don't  thrive  in  the  modem  informa- 
tion age.  The  same  is  true  for  closed 
software,  only  more  so.  Unlike 
most  other  valuable  commodities, 
though  much  like  barley  loaves  and 
fish  by  the  Sea  of  Tiberias,  informa- 
tion is  not  consumed — and  its  value 
in  fact  often  increases  as  it's  shared. 
A  football  game  is  just  a  game,  but 
the  Super  Bowl  is  a  cultural  event. 
I'd  rather  speak  English  than  Espe- 
ranto, though  English  is  less  effi- 
cient and  logical.  And  as  different 
kinds  of  software  converge  on  com- 
mon interfaces,  eager  users  like  me 
buy  more  of  it.  I'm  better  off;  so  is 
the  software  industry;  so  especially 
are  the  firms  that  establish  superior 
standards  to  start  with.  The  last 
thing  you  should  want  in  a  software 
firm  is  to  have  your  patents  and 
copyrights  so  well  lawyered  that  no 
one  dares  sound,  talk,  look  or  feel 
the  least  bit  like  you. 

Curiously,  Lotus  was  one. of  the 
first  to  understand  the  imperatives 
of  conviviality  in  the  software  busi- 
ness. The  company  has  been  a  lead- 
er in  helping  boutique  programmers 
attach  specialty  enhancements  to 
the  1-2-3  scaffold.  But  when  Lotus 
saw  Paperback  Software  siphoning 
off  a  trickle  of  revenues  with  a 
shameless  1-2-3  clone,  I  guess  the 
Lotus  lawyers  couldn't  be  re- 
strained. They  should  have  been. 

Lotus  enjoys  a  preeminent  mar- 
ket position  today,  but  half  the 
spreadsheet  market  still  belongs  to 
others.  If  and  when  a  nonpropri- 
etary non-Lotus  spreadsheet  inter- 
face evolves,  Lotus  is  going  to  be  in 
big  trouble. 

Madonna  needs  all  the  look-and- 
feel  protection  she  can  get,  but  only 
because  she  operates  in  a  material 
world.  Software  companies  don't. 
Lotus  will  live  to  regret  the  day  it 
unleashed  its  copyright  lawyers  to 
enshrine  1-2-3  as  a  don't-you-dare- 
copy-me  prima  donna.  ■ 
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IJSQ-Philips  Lighting  Co. -A  Division  of  N.A.  Philips  Corp. 


® 


Mercedes-Benz  -  Registered  Trademarks  of  Daimler-Benz  AG.  Stuttgart.  Federal  Republic  of  Germany 


Mercedes  SL 


You'll  save  enough  with  Philips  SL  to  buy 
an  SL  from  a  different  manufacturer. 


Philips  SL*  Lamps  can  save  you  a  carload 
of  money.  Let's  say  you  have  a  500 
room  hotel.  If  you  put  SL*  Lamps  in 
your  corridors  alone,  you'll  save 
$66,000  over  the  life  of  the  lamps. 

That's  because  an  SL*  can 
reduce  energy  costs  by  an  amazing 
76%  compared  to  incandescents. 
Also,  they  last  up  to  13  times  longer 
than  incandescents,  so  you'll  save 
even  more  on  maintenance  costs. 


Philips  SL* 


There  are  SL*  Lamps  for  general  lighting, 
high-hat  downlighting,  decorative  lighting  and  a 
brand  new  one  for  low  lumen  areas.  Each  fits 
right  into  an  ordinary  incandescent  socket  and 
produces  the  same  warm  light. 

To  find  out  more  about  Philips  incredibly 
efficient  SL*,  call  1-800-631-1259  and  talk  to  our 
Lighting  Team.  Then  you  can  start  picking 
out  the  color  of  your  other  SL. 

It's  time  to  change  your  bulb" 


flips  Lighting 


lUPS 


PHILIPS 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


Al  Capone  hid  out  at  Two  Bunch  Palms  in 
the  1930s.  Now  Hollywood  stars  and  star- 
makers  repair  to  this  California  desert  re- 
sort for  massages,  mud  baths  and  a  quiet 
place  to  read  screenplays. 


Star-spangled  spa 


By  Ellen  Paris 


Tl  AKE  A  MIDNIGHT  DIP  III  thc  hot 
pool  under  the  desert  sky,  and 
you  might  wind  up  with  Bruce 
Springsteen  or  Neil  Diamond  for 
company.  In  the  restaurant,  as  you  eat 
swordfish  and  freshly  baked  bread, 
Jim  Belushi  and  Robin  Williams  could 
be  cracking  jokes  across  the  room. 


Take  a  mud  bath,  and  the  caked  body 
next  to  you  could  belong  to  Bette 
Midler  or  Goldie  Hawn,  both  regular 
guests. 

If  seeing  celebrities  close  up  is  what 
turns  you  on.  Two  Bunch  Palms  Re- 
sort &  Spa,  in  Desert  Hot  Springs, 
Calif.,  near  Palm  Springs,  is  the  place 
to  go.  What  if  you  couldn't  care  less 
about  celebrities?  Two  Bunch  is  still 


Pln>(onrjph\  b\  Mark  Hanjuer Oiv 


Pools  fed  by  hot  springs  nei'er  cool  down 
A  setting  right  out  of  Lost  Horizon. 


one  of  the  best  spas  in  the  countrl 
Twenty-three  full-time  trained  ther 
pists  offer  a  dozen  types  of  massag 
There  are  facials  and  mud  baths,  th 
latter  performed  in  an  outdoor  pavij 
ion.  Other  treatments  include  sea 
massages,  body  wraps,  salt  glo 
herbal  steam  baths,  and  even  a  S' 
algae  body  wrap  massage. 

The  spa  facility  is  located  benea 
the  restaurant;  legend  has  it  that  t 
spa  is  where  Al  Capone's  molls  we: 
sequestered  when  Capone  made  T 
Bunch  his  refuge  in  the  1930s.  Tl 
manager  will  show  you  old  photos 
the  hideout  as  it  was  in  the  gangster 
day.  And  you  can  even  sleep  where 
slept,    now    a    two-bedroom    suit 
Note:    Security  at   the   resort   tod 
would  have  impressed  even  Capon 
Only    registered    guests    and    thei 
guests  are  permitted  on  the  grounds 
and  guards  are  constantly  on  patrol. 

There  are  lighted  tennis  courts,  b 
Two  Bunch  is  not  a  high-energy 
sort.  There  is  no  golf  course  and 
exercise  equipment.  And  you  won 
get  run  over  by  frenetic  joggers  or  b 
cyclists  on  the  walking  paths  of  th 
lOO-acre   property;    the   paths   win 
around  two  small  lakes  and  revea 
secluded  and  romantic  picnic  area 
hidden  among  tamarisk  trees,  bou 
gainvillea  and  palms.  If  you'd  like  t(  B 
acquire  an  all-over  tan  there  are  sui§]te 
bins  scattered  around  the  property. 

The  resort's  focal  points  are  the  tw( 
hot  mineral  water  pools,  fed  by  a  ho 
artesian  spring.  The  mineral-rich  wa 
ter  comes  in  two  temperatures, 
womb-warm  99  degrees  Fahrenhei 
and  an  even  more  relaxing  104  de 
grees.  Surrounded  by  towering  pain 
trees,  the  grotto  pools  resemble  a  se 
straight  out  of  Lost  Horizon. 

In  addition  to  the  hot  pools  there  i 
a  regular  swimming  pool.  Against  ; 
backdrop  of  11,000-foot-high  Moun 
San  Jacinto  and  the  snowcapped  Sar|| 
Gorgonio  Mountains,  guests  thum 
screenplays  instead  of  bestsellers. 


"I( 


III 


isl' 


Rock  House,  a  two-bedroom  villa 
But  no  bellboys  or  room  service. 
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A  dozen  kinds  of  massage,  given  by  23  therapists 
Not  what  you'd  call  a  high-energy  resort. 


Informality  reigns  here — there  are 
no  bellboys,  no  room  service  and  no 
dress  code.  Indeed,  last  spring  two 
young  Hollywood  starlet  types  forgot 
themselves  and  strolled  into  lunch 
without  a  stitch  on.  "This  is  a  great 
job  for  a  voyeur,"  chuckles  General 
Manager  Gerald  Greenbach. 

Two  Bunch  Palms  is  open  all  year 
except  August;  high  season  is  Novem- 
ber through  May. 

Accommodations  vary,  ranging 
from  hotel-style  rooms  (furnished 
with  antiques)  to  private  villas  built 
around  a  common  pool.  There  are  44 
rooms  and  villas.  Prices  range  from 
$105  to  $345  a  night,  including  Conti- 
nental breakfast.  Reservations  are  at  a 
premium,  so  book  early. 

The  resort  is  about  a  2 '/2-hour  drive 
from  Los  Angeles,  traffic  permitting. 
Phone:  (619-329-8791). 


fou  bet  your  life 


•ill 


■»'( 


ere's  a  retirement  product  for  the 
decidedly  optimistic:  You  win 
nly  if  you  live  to  a  ripe  old  age. 
'■i  )therwise,  it's  a  sucker  bet. 
eif  It's  the  reverse  of  life  insurance — 
)r  which  you  have  to  die  to  collect, 
/ith  Retirement  Assurance,  you 
ave  to  outlive  your  peers  to  come  out 
big  winner. 

Retirement  Assurance  is  part  annu- 
el y  and  part  tontine.  A  tontine, 
3  ou  may  recall,  was  a  rather 
risly,  winner-take-all  finan- 
a  lal  arrangement.  Individuals 
ould  contribute  like  sums. 
Mad  the  last  one  alive  collected 
efie  whole  pot — including 
Dpreciation. 

Retirement  Assurance  is  a 
roduct  of  IDS  Financial  Corp., 
I  Minneapolis.  It  is  aimed  at 
ai  )lks  who  are  still  well  shy  of 
ai^tirement  but  are  worried 
3out  how  they  can  get  by  if 
ley  outlive  their  assets.  You 
at  up  a  certain  amount,  then 
ick  an  age  when  you  want  to 
|;art  collecting  your  annual 
enefit,  which  you  will  re- 
;ive  for  the  rest  of  your  days. 
you  don't  reach  your  target 
ite,  tough  luck.  Your  estate 
;ceives  only  the  rather  mod- 

Iit  amount  you  put  up  when 
3u  signed  the  contract.  In  ef- 
ct,  your  losses  are  the  other 
irvivors'  gains — not  unlike  a 
imtine. 
Of  course,  the  younger  you 
j'e  when  you  sign  up,  and  the 
Ider  you  are  when  you  start  to 
oUect,  the  higher  the  annual 
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benefit  (see  table). 

Suppose,  for  example,  that  you  are 
age  40,  and  invest  $10,000.  You  elect 
not  to  collect  any  payments  until  you 
reach  85.  (You're  assuming  your  sav- 
ings and  pension  benefits  won't  meet 
your  needs  by  then.)  Figuring  interest 
rates  at  a  current  8.2%,  and  a  life 
expectancy  beyond  85,  that  will  give 
you  $155,587  a  year  for  the  rest  of 


IDS  Retirement  Assurance— $10,000 
8.2%,  tax-deferred 

Purchase 
age 

Annual  lifel 
70 

ime  income 

75 

based  on  payout  age 

80                    85          1 

40 

$1S,098 

$29,289 

$61,675 

$155,587 

45 

9,774 

19,279 

40,456 

101,738 

50 

6,426 

12,342 

26,292 

65,794 

55 

4,143 

8,002 

16,903 

41,968 

60 

2,706 

5,075 

10,516 

26,3 1 1 

65 

1,771 

3,248 

6,487 

15,800 

Fixed  retirement  annuity— $10,000 
7.8%,  tax-deferred 

Purchase 
age 

Annual  lifetime  income 

70                     75 

based  on  payout  age 
80                    85 

40 

$11,477 

$19,621 

$33,905 

$60,864 

45 

7,884 

13,205 

23,290  * 

41,244 

50 

5,336 

9,071 

15,672 

28,332 

55 

3,665 

6,139 

10,767 

19,068 

60 

2,518 

4,217 

7,287 

13,104 

65 

1,729 

2,897 

5,004 

8,856 

Interest  rates  as  of  8/2/90. 

Source:  IDS  Financial  Corp 

your  life— more  than  double  what  an 
annuity  would  pay.  If  you  choose  an 
earlier  payout  age,  say  upon  reaching 
age  70,  the  benefit  is  less  than  a  tenth 
of  that— only  $15,098  a  year.  (Of 
course,  you'll  probably  collect  it  a  lot 
longer). 

What  do  the  actuarial  tables  say 
about  your  longevity?  Accordirtg  to 
ids'  mortality  rates  for  annuity  buy- 
ers, current  male  life  expectancy  for 
someone  40  years  old  today  is  8 1 .  And 
just  44%  of  men  aged  40  now  will 
make  it  to  85;  only  37%  of 
them  will  celebrate  an  87th 
birthday. 

For  women  the  picture  is  a 
bit  brighter — or  at  least  longer. 
Forty-year-old  women  have  a 
61%  chance  of  reaching  85, 
and  over  half  should  make  it  to 
87.  But  because  of  their  higher 
life  expectancy,  women  must 
pay  higher  premiums  to  re- 
ceive the  same  income. 

What's  the  one-time  cost  of 
Retirement  Assurance?  The 
minimum  premium  is  $1,000 
if  you're  under  40,  $3,000  for 
those  40  to  60.  Of  course,  the 
younger  you  are  when  you 
buy,  the  greater  the  returns. 

Says  one  recent  purchaser: 
"It's  more  of  a  gamble  than  an 
annuity,  but  the  payoff  is  defi- 
nitely greater." 

Still,  if  you  come  from  long- 
lived  ancestry  and  worry  about 
outliving  your  nest  egg.  Re- 
tirement Assurance  might 
make  sense.  It  is  currently 
available  in  32  states.  For 
more  information  call  ids  at 
800-237-2569.— Evan  McGlinn 
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Introducing  BMW's  new 
Desktop  Showroom. 

One  off  the  best  ways  to 
appreciate  a  BIMWmight 
be  to  taice  one  apart  and 
see  exactly  why  it  runs  so  perfectly. 

But  unless  you  Ve  a  BMWowner, 
a  mechanic,  or  both,  that  technique 


really  isn't  practical.  Or  advisable,  ir 
That's  why,while  supplies  last,we'r  ir 
offfering  the^^Desktop  Showroom/'  ir 
sofftware  with  sophisticated  graph  It 
ics  designed  to  run  on  IBM^ systems,  k 
With  it,  you  can  take  apart  and  il 
study  every  model  in  the  BMW  line  i 
including  the  sophisticated  850iL   ii 


e.|ind  the  spirited  new  318b.  Looic  at 
/animated  cutaways  off  tiie  engine 
if  ind  suspension.  Researcii  our  ffive 
jt  decades  off  building  and  racing  iiigii- 
1S.  »erfformance  cars.Or  try  your  iiand 
J  {itthe^^BMWSaffetyCiiaiienge/'in 
ie  ifiiiciiyou  can  choose  tiie  best  reac- 
i  ionsto  everyday drhfing  hazards. 


Send  a  checic  or  money  order  ffor 
$5.95  to  BMW  Desidop  Showtoom, 
120  Brighton  Rd.,Ciiffton,  N  J  07012. 
Allow  SIX  weeks  ffor  delivery.  Call 
1-800-334-4BMWffor  information. 
And  be  prepared  to  take  your^ 
disk  drive  for  a  test  drive. 
THE  ULTIMATE  DRIVING  MACHINE: 


Collectors 


One  of  the  less  desirable  by-products  of  the 
collapse  of  communism' is  an  outpouring 
of  artistic  fakes  from  the  Soviet  Union. 

Kandinsky, 
anyone? 


By  Peter  Futannan 


WHEN  THE  WALLS  between  East 
and  West  came  tumbling  down, 
It  was  inevitable  that  a  lot  of  art  that 
had  been  privately  held  in  the  Soviet 
Union  would  suddenly  be  finding  its 


way  to  Western  markets,  in  return  for 
hard  currencies. 

Sure  enough,  in  the  past  two  years 
many  previously  unknown  works  by 
famous  Russian  avant-garde  painter 
Wassily  Kandinsky  have  surfaced.  So, 
too,  have  paintings  by  an  important 


Tloe  fake  Kanditisky  in  the  British  Museum 

It  fooled  the  dealer  who  bottght  it — but  the  date  was  the  giveaway. 


contemporary  of  Kandinsky's,  IV 
khail  Larionov.  Collectors  eager  f 
things  Russian  have  been  snapping  i 
not  only  contemporary  paintings  bi 
everything  from  icons  and  Faberge 
antiques  and  porcelain. 

Take  a  walk  down  Moscow's  Arb 
Street  or  through  the  city's  outdoii 
flea  market  in  Izmailovsky  Park  ar 
you'll  see  the  throngs  of  Westeme 
looking  over  paintings — suspendt 
from  clotheslines — icons  and  oth 
antiques.  The  merchandise  can  be  he 
for  rubles,  but  dollars  are  preferre 
Soviets  look  on  with  amused  smil 
as  Westerners  use  gestures  and  mut 
ly  bargain  with  dealers. 

Sound  like  a  great  prelude  for 
swindle?  Of  course  it  is — and  that 
exactly  what  has  been  going  on.  TV 
entrepreneurial  spirit  beats  strongl 
in  the  heart  of  the  Russian  forger;  tb 
great  Russian  art  hustle  of  1990  is  i 
full  ferment. 

Take  the  "new"  Kandinskys.  Whe 
they  show  up  in  Western  galleries  an 
auction  houses  for  sale  or  appraisa 
most  turn  out  to  be  bogus,  "fust  la 
week,"  says  Amanda  Renshaw,  a  sp 
cialist  in  modem  Russian  painting 
Christie's  in  London,  "I  was  show 
three  fake  Kandinsky  paintings,  all  c 
pretty  good  quality,  but  still  easy  t 
spot  as  fakes." 

And  the  Larionovs?  An  exhibit  in 
Geneva  museum  was  suddenly  close 
two  years  ago,  and  the  entire  collec  ' 
tion  of  193  paintings  was  seized  by 
Swiss  court.  An  eminent  Swiss  exper 
on  Larionov  has  proclaimed  tha 
many  if  not  all  of  the  works  are  pho 
ny.  The  Art  Dealers  Association,  ai 
American  trade  group,  has  warned  it 
members  to  be  on  the  lookout  for  a 
many  as  1,500  fake  Larionovs  no\  b 
circulating  among  collectors,  gallerie 
and  auction  houses. 

Forgers    haven't    been     confinini  it( 
themselves  to  20th-century  paintings  at 
either.  Both  Christie's  and  Sotheby' 
in  London  report  seeing  lots  of  phom 
Russian   icons,    19th-century   paint 
ings,  Faberge  objects  and  porcelain. 

Of  course,  the  forgers  have  beer  im 
getting  a  lot  of  help  from  gullible  bar 
gain  hunters.  It  is  illegal  to  take  out  o:  Ke 
Russia  virtually  anything  of  valu(  iki 
that  predates  1945,  for  example.  Yefei 
the  suitcases  of  departing  tourists  of 
ten  groan  with  "old  treasures,"  whicf  10 
Soviet  customs  officials  ignore.  Dc  ig 
they  know  something? 

The  most  skillful  forgers  favor  Kan-jiai 
dinsky.  Why?  After  he  fled  the  Soviel 
Union  in  1922,  the  painter  was  vili  ;ct 
fied  by  the  Soviet  government,  which  ft 
only  enhanced  his  reputation.  Flis 
paintings  sell  for  more  than  those  ol  lit 
any     other     Russian     painter — and|iii 


•  laii 


lili 
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Honest  faker 


Ever  fantasized  about  hanging  a  Rembrandt  over  the 
hving  room  sofa  but  been  dissuaded  by  a  $15  mil- 
lion price  tag?  Not  to  worry,  Leo  Stevenson  can  pro- 
duce your  Rembrandt  for  just  $10,000. 

Leo  Stevenson  is  the  legitimate  face  of  art  forgery.  He 
manages  to  earn  a  good,  honest  liv- 
ing by  producing  on  commission 
replicas  of  paintings  by  artists  far 
more  celebrated  than  himself. 

His  legitimate  services  are  much 
in  demand  these  days.  Stevenson  is 
painting  his  w^ay  through  a  six- 
month  backlog  of  orders,  including 
a  big  job  for  an  American  client 
who  wants  copies  of  18th-century 
portraits  of  his  ancestors. 

Stevenson  promises  an  exact  du- 
plicate, down  to  the  direction  and 
swirl  of  each  brushstroke.  He  spe- 
cializes in  Dutch  17th-century 
paintings,  including  the  works  of 
Vermeer,  Rembrandt  and  Hals. 

Stevenson's  works  are  state  of 
the  art.  The  British  Museum  has 
several  on  display  in  its  exhibition 
of  fakes  and  forgeries.  One  is  a  copy 
of  a  Vermeer  painting,  on  which 
Stevenson  spent  over  800  hours. 
He  calls  it  his  "supreme  work." 
The  picture  will  be  auctioned  after 
the  show,  and  is  expected  to  fetch 
at  least  $25,000. 

Unlike  most  forgers,  Stevenson 
is  a  law-abiding  man.  He  says  one 
of  his  biggest  worries  is  that  a  copy 
of  his  will  one  day  be  passed  off  as 
an  original.  To  prevent  this,  he  al- 


ways leaves  a  telltale  sign  that  shows  up  in  technical 
analysis.  In  the  Vermeer,  for  example,  he  painted  part 
of  the  undercoating  with  a  special  pigment.  "If  you  put 
the  picture  under  an  X  ray,"  he  says,  "you  will  see  that 
the  woman  is  wearing  20th-century  underwear." — P.F. 


Steve  Beiibott 


Mcislcr  cu/)icr  I.ccj  SIcivilsou  pii/liHf^  /imshiHj^  touches  on  his  Rcnihniiull 
The  Van  Gogh  (right)  and  the  Vermeer  (left)  are  also  copies. 


,]•,  aerefore,  so  do  the  forgeries, 
i  Helpful,  too,  is  the  fact  that 
.lany  of  Kandinsky's  paintings 

a  ire  of  a  simple  geometric  design 
lat  is,  relatively  speaking, 
jiild's  play  to  copy. 

0 1  One  such  Kandinsky  forgery 

ai  1  now  on  display  at  the  British 
lluseum.    No,    the    venerable 

^ei  jiuseum  was  not  bamboozled. 
|he  fake  Kandinsky  is  part  of  an 
ccellent  and  entertaining  ex- 
ibit  called  "Fake?  The  Art  of 
eception."  The  exhibition,  on 
low  through  Sept.  2,  features 
DO  fakes  and  forgeries,  includ- 
iig  the  Kandinsky,  a  fake  Botti- 
lli,  Chinese  bronzes  and  Rem- 
randt  drawings. 
The  Kandinsky  was  bought 
;cently  by  a  knowledgeable 
lodem  art  dealer  who  thought 
genuine  and  was  told  the  pic- 
ire  came  from  the  Soviet 
,tiion  (where  it's  a  snap  to  con- 
)ct  a  provenance).  The  picture 
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KulliirxeMllNjull  Ir.iiiklun  riiMI 


Painting  attributed  to  Mikhail  Larionor 
One  of  193  seized  by  Swiss  authorities. 


features  a  faultless  version  of 
Kandinsky's  distinctive  mono- 
gram and  has  a  strong  resem- 
blance to  some  of  Kandinsky's 
best-known  work.  But,  accord- 
ing to  the  curator  of  the  exhibi- 
tion, the  British  Museum's 
Mark  Jones,  the  talented  but  un- 
known forger  made  one  crucial 
error.  The  painting  is  dated 
1925  but  is  of  a  style  the  Rus- 
sian painter  used  a  decade  earli- 
er. Had  the  forger  dated  his  pic- 
ture 1913,  the  forgery  would 
have  been  far  harder  to  detect. 
Passed  off  as  genuine,  it  would 
sell  at  auction  for  something 
like  $1  million. 

In  this  case,  as  in  most  others, 
the  forger  has  not  been  caught. 
Forgery  is  one  crime  that  rarely 
if  ever  goes  punished — and  why 
should  the  Soviet  Union  care 
when  it  so  badly  needs  foreign 
currency? 


Ill 


A  promise  to  keep  a  aisamin^  injury  rrom  nurting  tnem  in  tne  pocketDook. 


L  promise  to  make  sometnin^  like  braces  ror  the  kids  little  more  than  paperwork. 


A  promise  to  make  all  the  hours  they  put  in  now,  pay  ori  later. 


When  the  people  who  work  lor  you  ^ive  so  much,  they're  keeping  a  promise.  That's  why  it's 
nportant  ror  you  to  keep  your  promises  to  them.  We  can  help.  w»y 

MassMutual 

9MassachusellsMulualLilelnsu(anceCoSpringlield  MA  01111  We    Help    yOU    kCep    yOUT    pTOmiseS. 
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Faces 

Behind  the  Figures 


Edited  by  Jason  Zweig 


Roger  redeemed? 


GM's  Roger  Smith  with  a  Silhouette  van 
With  oil  prices  up,  he's  lookitig  good. 


Timolhv  WhilCOnx-x 


Roger  Smith,  who  retired  in  July 
after  nine  years  as  General  Mo- 
tors' chief  executive,  took  a  lot  of  flak 
for  GM's  poor  showing  in  the  1980s. 
But  some  of  his  pet  projects  are  begin- 
ning to  look  very  good  in  the  wake  of 
his  retirement,  what  with  fuel  econo- 
my again  a  hot  issue  because  of  the 
Iraq  eruption.  There's  Saturn,  the  $3 
billion  bid  to  make  a  better  small  car 
than  the  Japanese,  and  there  is  Smith- 
directed  work  on  battery-operated  and 
methanol-powered  cars.  The  sporty 
Saturn,  which  is  expected  to  get 
roughly  35  miles  to  the  gallon,  is  due 
in  showrooms  in  October  or  Novem- 
ber. Meanwhile,  gm's  three-cylinder 
Geo  Metro,  a  fruit  of  Smith's  joint 
venturing  with  Japanese  carmakers, 
gets  58mpg.  Sales  of  the  low-priced 
Geo  line  are  up  68%  this  year.  If  Sat- 
urn and  Geo  pay  off.  Smith  and  his 
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team  may  be  remembered  more  for 
positioning  cm  for  the  1990s  than  for 
presiding  over  its  weak  performance 
in  the  1980s.— Rick  Reiff 


Shakeup  artist 

In  late  July  David  Hedley,  a  manag- 
ing director  of  Donaldson,  Lufkin 
&.  Jenrette,  injected  some  excitement 
into  the  normally  dull  utility  busi- 
ness by  orchestrating  the  first  hostile 
takeover  bid  ever  for  a  power  compa- 
ny. His  client,  Kansas  City  Power  Si 
Light  Co.,  needed  more  generating  ca- 
pacity. Wichita-based  Kansas  Gas  & 
Electric  Co.  had  more  than  it  could 
use.  Hedley,  44,  suggested  a  friendly 
merger,  but  Gas  &.  Electric  didn't 
want  to  dance,  so  Hedley  had  Power 
&  Light  make  a  hostile  bid.  Gas  &. 


Electric's  board  is  fighting  the  tal 
over,  and  the  battle  could  drag  on  fol 
year  or  longer.  But  if  the  deal  does 
through,  Hedley's  client  will  get  ge 
crating  capacity  for  a  lot  less  tl 
would  cost  to  build  a  plant  frc 
scratch. 

This  is  not  the  first  time  Hedley  1 
shaken  up  the  power  industry.  In 
early  1980s  he  carved  himself  a  s{ 
cialty  trade  by  showing  utilities  he 
to  remove  some  operations  from 
supervision  of  state  regulators 
putting  them  instead  under  more 
nient  federal  supervision.  This  He 
ley  did  by  shifting  a  utility's  powe 
generating  assets  into  a  separate  ur 
that  sells  power  back  to  the  pare^ 
and  other  wholesale  customers. 

Firms  that  have  turned  to  Hedld 
for  such  advice:  Consumers  Powl 
Co.  of  Jackson,  Mich,  (since  renarh^ 
CMS  Energy  Corp.);  Alamito  Co. 
Tucson-based  electricity  wholesale 
and  UtiliCorp  United,  Inc.  of  KansJ 
City.  Says  Hedley,  "The  single  biggej 
risk  in  this  business  is  regulatory  risj 
You  can  do  everything  correctly,  bi[ 
then  the  regulators  can  mei 
you  up." — Seth  Lubove 

DLJ's  Darid  Hedle)^ 
Electr^ing  ideas. 


Twm 
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Hot  case 

TIhe  administrative  law  judge  fo: 
the  Food  &.  Drug  Administration  ■ 
Daniel  Davidson,  56,  will  hear  thinc 
case    against     the     President's 
brought  by  the  Office  of  Thrift  Super 
vision.  At  the  first  public  hearing  j 
scheduled  for  Sept.  25,  Neil  Bush  wil  „, 
be    cross-examined    by    govemmeni . 
lawyers    about    conflict    of    interesi 
charges  stemming  from  his  role  as 
director  of  Silverado  Banking,  Savings 
&  Loan  Association. 
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Until  no\^^  you  had  to  choose  between 
jet  speed  and  turboprop  efficiency 

Until  Aranti. 


iOD 


efore  now,  the  distinc- 
s  between  turbine  air- 
were  as  inescapable  as 
■  laws  of  nature.  Jets  were 
t  and  thirsty.  While  turbo- 
)ps  were  sedate  but,  by 
"nparison,  only  sipped  at 
;1. 

Today  however,  there's 
alternative  that  provides 
•  best  of  both.  And  then 

^  jne.  The  remarkable  new 

SO!  ggioAvantiPlSO. 

ei  With  a  maximum  speed  of 
3  mph,  the  Avanti  is  faster 

il;  lin  some  business  jets.  \fet 
Avanti's  closest  jet  com- 

■^  uitor  burns  about  50% 

^'  )re  fuel.  Even  its  closest 

"^^  boprop  competitor  burns 
•und  30%  more  fuel. 
Uter  takeoff,  Avanti 


climbs  uninterrupted  to 
41,000  feet.  And  with  a  max- 
imum range  of  over  2,100 
statute  miles,  Avanti  can 
complete  most  corporate 
missions  without  a  refuel- 
ing stop. 

What's  more,  no  aircraft 
in  the  Avanti's  price  rang€ 


provides  a  more  spacious 
cabin.  In  fact,  at  six  feet  wide 
and  five  feet  nine  inches 
high,  Avanti's  cabin  is  as 
large  as  those  found  in 
midsize  jets  costing  twice 
as  much. 

Best  of  all,  our  sister  com- 
pany AMR  COMBS  has  been 
certified  to  provide  full  ser- 
vice and  support  through 
their  multiple  Fixed  Base 
Operations  network.  So 
wherever  your  Avanti  takes 
you,  you're  never  far  from 
the  support  that  pilots  have 
ranked  best  in  the  nation  for 
16  consecutive  years. 

If  you  like  what  you've 
heard  until  now,  find  out 
more  about  the  Avanti  by 
calling  1-800-727-0451. 


Or  write  AMR-Avanti  Sales, 
N.A.,  2 120  Airport  Road, 
Mid-Continent  Airport, 
Wichita,  Kansas  67209.  Out- 
side North  America,  write 
Rinaldo  Piaggio,  S.p.A., 
Via  Cibrario  N.  4,  16154, 
Genova,  Italia,  or  telephone 
39-10-60041. 


^^^^^'^^^ 


IL'iilJjJ 


AIRCRAFT  SALES 


For  more  intonnation  call: 


1-800-727-0451 


PS/2  MultiMedia 


IBM,  Personal  System/2  and  PS/2  are  registered  trademarks  and  Micro  Channel  and  Audio  Visual  Connection 
are  trademarks  of  International  Business  Machines  Corporation  DVI  is  a  trademark  of  Intel  Corp  cc)i990  IBM  Corp. 


f 

Impact  beyond 

words. 


Suddenly,  brilliant  stereo  sound  and  dazzling 
video  images  are  coming  out  ot  IBM  Personal 
System/2®  computers  with  Micro  Channel™ 

They're  opening  peoples  eyes  and  ears  to 
more  involving  presentations.  More  stimulating 
classes  and  training  programs.  More  interesting 
demonstrations. 


It  Rocks,  It  Rolls, 
It  Rivets  The  Attention. 


CASSETTB 
9t%   ^^^^^^       7% 

With  PS/2®  MultiMedia  hardware  and  soft- 
ware, you  can  combine  lull-motion  video,  slides, 

photographs, 
illustrations, 
text,  graphics, 
animation  and 
narration,  as 
well  as  vour  ex- 
isting data  base. 

You  can  also 
capture  and  man 
pulate  sounds  and  images  trom  video  cameras, 
iisks  and  tapes,  from  CD  and  audio  players,  and 
from  an  IBM  CD-ROM  player. 

Show  them  right  on  your  PS/2.  Shan>  them 
across  a  network.  Or  project  them  on  a  big  screen. 

Instead  of  passively  reading  a  report  or 
learing  a  lecture,  your  audience  can  experience 
A'hat  you  communicate. 

An  auto  mechanic  can  hear  the  sounds 
Tiade  by  a  failing  brake  and  see  how  to  replace 
lie  part  in  animated  sequence.  A  travel  agency 
Jient  can  surf  Hawaii's  waves.  Or  a  real  estate 
jrospect  can  stroll  through  houses  for  sale. 


scribed  right  at  your  desk, 
on  the  PS/2  with 
Micro  Channel 
you  already  own. 
Thanks  to  two 
remarkable  prod- 
ucts: the  IBM 
Audio  Visual 
Connection™ 
(which  PC  Magazine  gave 
their  Technical  Excellence  Award  for  1089)  and 
the  IBM  Motion  Video  Adapter. 

But  they're  just  the  begiiuiing.  New 
multimedia  applications  are  em(Tging  all  the 
time.  And  with  Micro  Channel's  expandability, 
you're  ready  for  them.  From  the  latest  DVI™ 
(Digital  Video  Interactive)  technology,  which 
brings  full-motion  video  to  your  hard  disk 
or  CL)-ROM,  to  int<'ractive  touch  displays  and 
much,  much  more. 

Before  Your  Next  Presentation, 
See  Ours. 

To  see  and  hear  what  PS/2  MultiMedia 
can  do,  contact  your  IBM  Authorized  Dealer 
or  IBM  marketing  representative.  For  a  free 
demonstration  videocasselte  or  a  dealer  near 
you,  call  I  800  255-0426,6x1.44. 

Words  alone  simply  can't  describe  it. 


Create,  Edit,  Present 
Right  At  Your  Desk. 


HqwVe  you 
going  to  do  it? 

PS/2  it! 


The  possibilities  of  PS/2  MultiMedia  are 
imited  only  by  the  imagination. 

You  can  do  everything  we've  just  de-    « 


^^ti>.^^^   «3gi. 


Judge  Daniel  Daiidson 

Now  come  Neil  Bush  and  Silverado  Savings. 


\lall(jr  CiUh.il 


Faces 

Behind  the  Figures 


As  the  sole  administrative  law 
judge  at  the  fda  since  1975,  Davidson 
spends  most  of  his  time  presiding  over 
complex  disputes  such  as  the  "Pro- 
posal to  Withdraw  Approval  of  New 
Drug  Application  for  Vioform-Hydro- 
cortisone  Cream,  Ointment  and  Lo- 
tion Containing  lodochlorhydroxy- 
quin  and  Hydrocortisone." 

So  what's  he  doing  handling  a  finan- 
cial ethics  case?  Davidson,  who  was 
assigned  to  the  Bush  case  by  the  Of- 
fice of  Personnel  Management,  is  not 
a  total  stranger  to  financial  matters. 
He  has  handled  two  cases  for  the  Fed- 
eral Home  Loan  Bank  Board,  two 
cases  for  the  Federal  Deposit  Insur- 
ance Corp.  and  one  case  for  the  Board 
of  Governors  of  the  Federal  Reserve. 

"I  don't  claim  any  technical  ex- 
pertise," says  Davidson.  "My  job  is  to 
conduct  a  fair  hearing  and  make  sure 
procedural  due  process  rights  are 
followed."  If  Bush  is  found  to  have 
violated  thrift  regulations,  the  stiffest 
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penalty  he  faces  is  a  cease  and  desist 
order  directing  him  to  comply  in  the 
future  with  federal  banking  rules. 
Any  further  civil  charges  would  have 
to  come  from  the  Federal  Deposit  In- 
surance Corp.  Davidson  is  aware  of 
powerful  Beltway  currents  swirling 
around  the  case,  but  he  vows  to  ignore 
them.  "I  know  it's  a  political  football, 
but  I'm  not  going  to  get  involved  in 
politics.  I  stopped  reading  about  it 
over  a  month  ago." — James  Lyons 


Baroness  Dunn 

TIhe  hottest  ticket  in  Hong  Kong 
this  summer  was  to  the  gala  at  the 
Grand  Hyatt  Hotel  on  July  20  to  mark 
Queen  Elizabeth's  elevation  of  Dame 
Lydia  Dunn  to  baroness.  Born  into  a 
prosperous  Cantonese  merchant  fam- 
ily, the  50-year-old  Dunn  earned  a 
degree  in  business  administration  at 
the  University  of  California  at  Berke- 
ley and  began  her  business  career  in 
Hong  Kong  at  23  as  an  executive 
trainee  at  a  subsidiary  of  John  Swire  & 
Sons.  Today  she  is  executive  director 
of  Swire  Pacific,  the  trading  division 
of  John  Swire  &  Sons  (H.K.)  Ltd.  and 
sits  on  the  boards  of  two  other  power- 
ful Hong  Kong  institutions:  Cathay 


Pacific  Airways  and  the  Hong  Kong 
Shanghai  Banking  Corp 

But  it  is  Dunn's  government  wo: 
that    won    her   accolades   from    t 
queen.  A  senior  member  of  the  Ho: 
Kong  Executive  Council  that  advis 
the  governor,  Dunn  helped  guide  t 
team  that  negotiated  the  Sino-Briti 
Joint  Agreement  that  will  give  Ho: 
Kong  back  to  Beijing  in  1997.  As  t 
first  woman  and  only  the  second  p 
son  in  Hong  Kong  history  to  be  ma^ 
a  lifetime  member  of  Britain's  Hou 
of  Lords,  Dunn  will  be  able  to  mo: 
directly  lobby  the  Thatcher  gove 
ment  to  grant  more  passports  to  Ho 
Kong  Chinese.  The  Hong  Kong  go 
ernment  predicts  that  426,000  peop 
will  leave  the  Colony  between  19^ 
and  1996. 

Dunn  wants  Britain  to  grant  cit 
zcnship  rights  to  the  3.25  million  Bri 
ish  subjects  in  Hong  Kong,  hopin 
that  this  would  give  them  an  insu 
ance  policy  in  case  communist  ru 
proves  intolerable  for  them.  Posse; 
sion  of  such  a  "policy"  might  slow  th 
current  brain-draining  exodus.  But  s 
far  London  has  provisionally  grante 
citizenship  to  50,000  key  Hong  Kon 
British  subjects  and  their  families, 
about  250,000  people. 

Dunn,  chairman  of  the  Hong  Kon 
Trade  Development  Council,  is  non 
theless  bullish  on  Hong  Kong's  fi 
ture,  pointing  to  the  dozens  of  offic 
buildings  being  erected  and  th 
planned  $16.3  billion  airport  projec 
Says  Dunn,  "China  needs  Hong  Kon 
the  way  it  is,  especially  our  inves 
ment  knowhow.  China  cannot  k 
main  isolated,  the  only  country  in  th 
world  adhering  to  strict  socialist  poli 
cies." — Marc  Beauchamp  y- 


Lady  Dunn  with  Prince  Charles 
More  passports  from  London? 


A 
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Hun>'  Kong  Tr.ide  Develupnieni  Council 
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I\4're  across  from  Atlanta's  Financial  Center,  one  block  from  Chicago's 


aSalle  Street,  and  minutes  from  San  Francisco's  Business  District. 


__:Xation  is  one  more  detail  that  makes  doing  business  with  us  a  pleasure. 


Simply  everything.     Simply 


fSS. 


nikko  hotels  international 


ATLANTA    •    CHICAGO    ■    SAN  FRANCISCO    •    MEXICO  CITY 
1  •  800  •  NIKKO-US 


NEW  YORK 


Hotel  Nikko  Atlanta  Buckhead  ■  Hotel  Nikko  Chicago  Riverfront  Park  ■  Hotel  Nikko  San  Francisco  Union  Square  West  •  Hotel  Nikko  Mexico  Chapultepec  Park 

Other  Nikko  Cities:  Dusseldorf  ■   London   •   Paris  •   Hong  Kong  •  Taipei   •   Manila   •   Beijing   •   Shanghai   •   lakarta   ■   Sydney   •  Osaka   ■   Narita 

Look  for  the  opening  of  the  newly  renovated  New  York  Essex  House,  on  Central  Park  South,  in  the  Spring  of  1991. 


Opportunity 
Found 


In  search  of  financial  security. 
Somewhere  amidst  the  rise 
and  fall  of  investment 
alternatives  there  exists  a 
steady  course,  but  how 
do  you  find  it?  At 
Van  Kampen  Merritt,  we 
believe  in  a  disciplined, 
prudent  approach.  We  call 
it  investing  with  a  sense 
of  direction. 

Our  innovative  investment 
products  are  created  with 
market  wisdom  and  carefully 
managed  to  help  put  you 
within  clear  view  of  your 
financial  goals. 

We  have  sponsored  over 
$21  billion  in  unit  trusts  and 
mutual  funds.  Whether  your 
objective  is  insured  tax-free 
income,  asset  management, 
municipal  or  even  health 
care  financing,  these 
products,  services  and 
programs  are  designed  to 
point  you  towards  a 
responsible  course.  And  as  a 
Xerox  Financial  Services 
Company,  we're  backed  by 
considerable  resources. 
Look  for  the  bright  light  of 
opportunity.  Look  to 
Van  Kampen  Merritt. 

For  more  information  on 
Van  Kampen  Merritt  invest- 
ment products,  including 
charges  and  expenses,  please 
contact  your  investment  repre- 
sentative for  a  prospectus.  Read 
it  carefully  before  you  invest  or 
send  money.  Or  call 
1-800-DIAL-VKM  ext.  1012. 

Mutual  Funds,  Unit  Trusts, 
Municipal  and  Health  Care 
Finance,  Capital  Markets, 
Asset  Management,  Precious 
Metals,  Xerox  Life  Products. 


*  denotes  trademark  of  Van  Kampen  Merritt  Inc. 


Van  Kampen  Merritt 

A  XEROX  Financial  Services  Company 

Investing  with  a  sense  of  direction^ 
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122  Five  Mistakes  To  Avoid 

By  William  Baldwin 

You  don't  have  to  be  clairvoyant  or 
even  a  market  pro  to  pick  mutual 
funds  intelligently. 

176  Rules  And  Definitions 

How  Forbes  rates  funds. 

248  Distributor  Table 

Fund  telephone  and  address  listings. 

EQUITY 

124  A  Low  Price  Stock  Strategy 

By  Richard  Phalon 

Fidelity's  chedp  stock  fund  looks  very 

intriguing.  Table:  Small-cap  funds. 

126  The  Forbes  Honor  Roll 

By  Spyros  Manolatos 

The  20  consistent  performers. 

162  Closed-End  Raids 

By  Richard  Phalon 

Closed-end  discounts  attract  raiders. 

Table:  High-discount  closed-ends. 

170  The  Trouble  With  Indexing 

By  Michael  Fritz 

Has  indexing  become  a  fad?  Look  at  the 
Lexington  Corporate  Leaders  Trust 
Fund.  Table:  Efficient  index  funds. 

177  Stock  Fund  Table 
206  Balanced  Fund  Table 


130  Tortoises  Versus  Hares 

By  Michael  Fritz 

Don't  buy  into  a  bond  fund  just  be- 
cause it  was  hot  last  year.  Table:  The 
better  bond  funds. 

132  "Treasury"  Funds 

By  Dai  id  Chnrhnck 

You'd  think  they  would  be  state-ex- 
empt, but  sometimes  they're  not.  Ta- 
ble: Government  bond  funds. 

174  Muni  Mystery 

By  Mark  Fadiman 

It  makes  no  sense  to  buy  a  bond  fund 
trading  at  a  premium  to  net  assets, 
but  people  do  it.  Why? 

220  Taxable  Bond  Fund  Table 

230  Municipal  Bond  Fund  Table 

242  Taxable  Money  Fund  Table 

245  Tax-Free  Money  Fund  Table 

FEES  AND  EXPENSES 

134  The  Multiple  Opportunities 
Portfolio 

By  Ruth  Simon 

The  high  cost  of  high  costs.  Table: 

The  most  efficient  funds. 

140  Discount  Loads 

By  Ojristopher  Palmeri 

How  to  get  a  load  fund  without  paying 

a  load.  Table:  No-load  load  buys. 


145  New  Perspective 

By  Suzanne  I.  Oliver 
You  can  buy  a  German  company  be- 
cause everyone  is  clamoring  for  Eu- 
rope, or  you  can  buy  it  because  it's 
cheap.  David  Fisher  uses  the  latter 
approach. 

148  Irish  Investment  Fund 

By  Michael  I'rilz 

Lost  in  the  flurry  of  one-country  fund 
issues,  this  fund  is  trading  at  a  very 
tempting  discount. 

150  British  Investment  Trusts 

By  Peter  l'uhn)utn 

Some  intriguing  discounts  pop  up  in 

London.  Table:  U.K.  trusts. 

212  Foreign  Stock  Fund  Table 

218  Foreign  Bond  Fund  Table 

HARD  ASSETS 

154  Real  Estate  Funds 

By  Suzanne  L  Oliver- 
Real  estate  has  been  weak  in  the  past 
few    years — which    makes    it    cheap 
now.  Table:  REITS. 

158  Gold  Funds 

By  Suzanne  L  Oliver 
By  itself,  gold  isn't  much  of  an  invest- 
ment— but  it  does  offer  an  inflation 
antidote  in  a  portfolio.  Table:   Pre- 
cious metals  funds. 
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You  dont  have  to  be  clairvoyant  or  even  a  market  pro  to  pick  a 
mutual  fund  intelligently.  Just  follow  some  simple  rules,  avoid 
some  common  pitfalls  and  understand  the  risks. 


How  to  choose 
a  fund 


By  William  Baldwin 


It's  amazing  how  careful  people 
can  be  shopping  for  a  $300  vcr  and 
how  sloppy  they  are  shopping  for 
a  $3,000  mutual  fund. 

A  few  years  ago  this  writer  heard 
from  a  friend  who  had  just  bought  a 
stock  fund  for  his  6-year-old.  Now, 
this  fellow  is  not  only  an  astute  buyer 
of  electronic  gear  but  he  is  also  an 


analyst  of  sorts  whose  reports  are  sold 
primarily  to  Wall  Streeters.  He  there- 
fore thought  he  knew  what  he  was 
doing  in  picking  a  fund. 

"I  bought  Dreyfus  Strategic  In- 
vesting," he  said.  "It  can  do  more 
things  than  other  funds.  It  doesn't  just 
buy  stocks,  it  can  buy  bonds  and  do 
hedging." 

"Sure,"  we  answered.  "But  isn't 
that  a  load  fund?  Why  did  you  pay  a 
sales  commission  to  get  a  fund  when 
you  could  have  had  one  without  a 
sales  commission?" 

"Why  not?  If  you  pay  the  fee  up 
front,  you  don't  have  annual  fees  and 
you're  really  better  off.  Aren't  you?" 

Sorry,  friend.  You  were  either  unin- 
formed or  misinformed.  Paying  a  sales 
commission  (load)  does  not  spare  you 
from  paying  an  annual  management 
fee.  Here  was  an  educated  consumer 
who  had,  in  one  buying  decision, 
transgressed  two  of  the  cardinal  rules 
of  fund  investing. 

Rule  I.  Don't  go  for  complicated 
strategies. 

Rule  2.  Pay  attention  to  costs. 

In  buying  that  fund,  he  chose  a 


complicated  rather  than  a  simple  in- 
vestment strategy  and  he  paid 
through  the  nose  for  it — twice. 

For  all  the  sophistication  of  the 
Dreyfus  Strategic  Investing  fund's 
strategies,  it  has  been  a  mediocre  per- 
former, not  quite  keeping  up  with  the 
market  over  the  last  three  years.  As 
for  the  4.5%  sales  load  this  investor 
paid  to  get  in,  it  was  money  down  the 
drain.  It  didn't  absolve  him  from  his 
share  of  the  fund's  operating  ex- 
penses, which  are  currently  running 
at  a  fairly  stiff  2%  a  year. 

If  you  are  a  novice  investor,  don't  be 
intimidated  by  this  experience.  Be 
comforted  by  it.  The  mistakes  this 
supposedly  sophisticated  investor 
made  are  easily  avoidable.  It  is  not  all 
that  hard  to  pick  a  fund  or  an  assort- 
ment of  funds  wisely.  In  doing  so,  you 
are  not  attempting  to  predict  the  next 
decade's  winners.  No  one  can  do  that. 
You  are,  rather,  attempting  to  find 
investments  that  are  suitable  for  your 
needs,  that  are  not  overpriced  (in  fees 
and  loads)  and  that  are,  given  their 
past  performance,  as  likely  as  any  oth- 
ers to  deliver  payoffs  commensurate 
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with  the  risks  you  take  to  buy  them. 

Let's  be  more  specific.  Suppose 
your  circumstances  dictate  a  very 
long  investment  horizon,  either  be- 
cause you  are  young  or  because  you 
are  investing  money  you  know  you 
won't  need  for  a  long  time.  If  you  are 
such  a  person,  you  most  certainly 
want  to  put  some  of  your  money  in 
mutual  funds  that  concentrate  on 
buying  and  holding  stocks.  Now  start 
with  the  honor  roll  of  funds  on  page 
126.  The  list  consists  of  19  domestic 
stock  funds  and  1  foreign  one.  All 
have  performed  well  above  average 
over  the  past  decade  while  earning  a 
grade  of  B,  A  or  A  +  in  down  markets. 
They  have  been  good  performers  in 
bear  markets  while  also  doing  well 
overall  over  a  long  period. 

Why  our  emphasis  on  bear  market 
performance?  Two  reasons.  One,  we 
use  downmarket  grades  as  an  indica- 
tor of  risk.  A  fund  that  did  well  over 
the  past  decade  but  suffered  severe 
downdrafts  along  the  way  is,  for  most 
investors,  not  as  useful  as  one  that  got 
just  as  far  with  a  plodding  gait. 

If  you  are  exceedingly  confident 
about  the  further  upward  movement 
of  the  Dow,  you  can  disregard  this 
caution  and  go  for  the  funds  with  the 
highest  grades  in  bull  markets.  But 
most  people  cannot  be  so  confident, 
and  they  cannot  know  when  they  may 
need  to  cash  out  of  a  fund.  It  might  be 
shortly  after  a  crash. 

The  other  reason  for  the  spotlight 
on  bear  market  grades  has  to  do  with 
where  the  market  has  been.  Since  No- 
vember 1980,  the  period  over  which 
we  grade  stock  funds,  the  market  has 
been  uncharacteristically  bullish. 
Real  (after  inflation)  annual  returns 
on  stocks  have  been  half  again  as  high 
as  their  7%  long-term  norm.  So,  if  the 
coming  decade  is  closer  to  norm.al,  it 
will  have  weaker  bull  markets  or 
worse  crashes.  Raw  measures  of 
point-to-performance — the  way  most 
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people  compare  funds — will 

overreward  the  fair-weather  funds, 
the  ones  that  get  A's  in  up  markets 
and  D's  and  F's  in  down  markets. 

In  short,  our  honor  roll  honors  con- 
sistency of  performance.  That's  what 
we  think  the  smart  long-term  inves- 
tor should  seek. 

Our  honor  roll  includes  both  load 
and  no-load  funds.  (Load  funds  charge 
sales  commissions  as  high  as  8.5%; 
no-load  funds  charge  no  sales  com- 
missions.) If  you  are  getting  help  from 
a  broker  or  financial  planner,  you  can 
expect  to  pay  a  sales  load.  But  if  you 
are  making  your  own  decisions,  stick 
to  no-loads.  Make  an  exception  to  this 
rule  only  if  the  load  is  very  small 
(under  3% )  and  you  are  certain  of  stay- 
ing in  the  fund  for  a  very  long  time. 
Some  excellent  load  funds  can  be 
bought  no-load;  see  page  140. 

If  your  circumstances  call  for  fixed- 
income  investments,  first  figure  out 
whether  it  makes  sense  to  be  in  a 
taxable  or  a  municipal  (tax-free)  bond 
fund.  An  ira,  for  example,  would  go 
into  a  taxable  fund  because  yields  arc 
better  and  there  is  no  sense  putting  a 
tax-exempt  security  in  an  account 
that  is  already  tax-sheltered.  Outside 
of  a  tax-sheltered  account,  mum 
funds  often  make  sense.  They  pay  a 
smaller  dividend  than  the  taxable 
bond  funds,  but  if  you  are  in  a  high  tax 
bracket  you  may  be  better  off  sacrific- 
ing some  yield  for  the  tax  exemption. 
A  table  on  page  130  lists  the  better  no- 
load  bond  funds. 

Now  let's  look  at  the  five  most 
common  mistakes  investors  make 
when  they  buy  funds. 
Being  mesmerized  by  complexity. 
The  past  decade's  explosive  growth  of 
futures  and  options  has  provided 
much  grist  for  the  mills  of  fund  mar- 
keters. The  selling  proposition:  So- 
phisticated strategies  are  used  by  so- 
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phisticated  people,  and  sophisticated 
people  get  rich.  This  is  nonsense. 
Warren  Buffett  got  superrich  by  fol- 
lowing simple  but  sound  investment 
principles.  Financial  futures  may  be  a 
real  convenience  to  a  portfolio  man- 
ager, but  they  don't  increase  the  re- 
turn you  can  expect  from  a  fund.  Do 
trifectas  make  betting  on  horses  more 
profitable-  Why  should  they?  If  horse- 
players  arc  getting  richer,  who's  get- 
ting poorer? 

Here's  a  handy  rule.  If  a  func'  has 
the  word  "strategic"  in  its  name, 
don't  buy  it.  We  mean  that  only  half 
facetiously.  There  are  20  equity  funds 
in  our  database  with  that  word  in 
their  names  and  with  records  going 
back  at  least  three  years.  As  a  group, 
they  have  abnormally  high  expenses 
and  abnormally  low  returns.  Coinci- 
dence? Or  marketing  hype? 

We  don't  mean  to  single  out  Drey- 
fus, one  of  whose  strategic  funds.  Stra- 
tegic World,  happens  to  have  done 
very  well  over  the  past  three  years. 
Turn  to  page  134  for  a  look  at  the 
sorry  performance  of  Shcarscm's  Mul- 
tiple Opportunities  Portfolio,  which 
lacks  the  magic  word  but  certainly 
fits  in  the  genre. 

Overlooking  costs.  Excellent  stock 
funds  are  available  with  annual  costs 
(management  fees  and  overhead)  be- 
low 1%.  Good  bond  funds  should  be 
cheaper  still.  Don't  pay  more  without 
a  compelling  reason.  A  fantastic  per- 
formance, record  or  an  unusual  spe- 
cialty (say,  investing  in  Third  World 
stocks)  would  justify  stretching  these 
limits  a  bit.  But  there  is  simply  no 
excuse  for  a  fund  running  up  2%  or 
3%  in  annual  costs.  The  fantastic  per- 
formance, some  large  part  of  which  is 
due  to  luck,  may  or  may  not  continue 
next  year.  But  the  costs  will  continue, 
and  eat  away  at  your  investment. 
Shopping  for  yield.  This  is  the  trap 
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that  fund  buyers  fall  into  when  they 
first  venture  forth  from  the  safe  sur- 
roundings of  a  bank  lobby.  Certifi- 
cates of  deposit  should  be  compared 
on  their  yields;  funds  should  never  be. 
Since  the  principal  m  a  fund  is  not 
fixed,  as  it  is  in  a  bank  account,  there 
is  considerable  risk  that  a  high  yield 
will  be  accompanied  by  an  erosion  of 
principal.  Portfolios  of  junk  bonds,  for 
example,  behave  this  way.  They  may 
be  good  investments,  but  you  can't 
tell  that  by  looking  at  their  yields 
alone  because  those  yields  can  be 
eaten  up  in  bond  defaults  and 
price  declines  in  the  junk  bond 
market.  We  show  yields — more 
precisely,  payout  rates — in  the 
fund  tables,  but  we  use  something 
else  to  calculate  performance  and 
award  grades.  That  something  is 
total  return,  defined  as  the  sum 
yield  and  capital  gains  or  losses. 


Misjudging  risk.  There  is  no  way  to 
earn  a  real  return  as  an  investor  and 
avoid  all  risk.  Cower  in  the  safety  of 
"riskless  Treasury  bills"  and  you  will 
merely  tie  inflation.  Buy  only  bonds 
and  you  are  taking  the  chance  that 
runaway  inflation  will  destroy  your 
principal.  A  pure  stock  portfolio  has 
this  risk:  A  bear  market,  arising  for  no 
particular  reason,  chops  off  30%  of  its 
value,  you  panic,  and  you  sell  at  the 
bottom.  You  should  think  about  these 
risks  before  deciding  how  to  divide 
your  assets  among  stocks,  bonds  and 
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cash.  Would  a  sudden  loss  of  15%  of 
your  assets  cause  you  to  panic  and 
sell?  Then  put  no  more  than  half  your 
assets  in  stock  funds. 
Misjudging  the  past.  Probably  the 
greatest  mistake  of  all  is  to  extrapo- 
late the  recent  past  into  the  indefinite 
future.  If  gold  was  up  last  year,  gold 
funds  will  be  hot  sellers  this  year.  If 
the  dollar  was  weak  and  foreign  funds 
delivered  30%  returns  without  trying, 
investors  will  be  crowding  into  for- 
eign funds  now.  In  fact,  currency  fluc- 
tuations and  gold  prices  tend  to  even 
out  over  time.  There  is  no  reason  to 
expect  that  a  foreign  fund  or  a  gold 
fund  will  do  better  over  the  next  de- 
cade than  a  domestic  stock  fund. 

Today's   fad   is    index   funds    that 

track  the  Standard  &  Poor's  500.  True, 

the  average  soundly  beat  most  stock 

funds  over  the  past  decade.  But  is 

x,?-^  this  an  eternal  truth  or  a  transitoiy 

^^^^"^     one?  Isn't  it  possible  that  the  blue 

chips  in  the  average  are,  as  a  group, 

overpriced?   Our  conclusion   is  that 

now  is  a  bad  time  to  be  buying  an 

index  fund.  Read  the  article  below  and 

the  one  on  page  1 70.  ■ 
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The  trouble  with  an  index  fund  of  small- 
cap  stocks  is  that  it  is  forced  to  buy  a  lot  of 
trash.  The  Fidelity  Low-Priced  Stock  Fund 
doesnt  have  thai  handicap. 


Cheap  stocks 


By  Richard  Phalon 


IT  IS  NOT  QUITE  an  accident  ward, 
but  Joel  Tillinghast's  portfolio 
tilts  definitely  in  the  direction  of 
rehabilitation  and  reconstruction.  As 
manager  of  the  Fidelity  Low-Priced 
Stock  Fund,  Tillinghast,  32,  presides 
over  a  very  unglamorous  collection. 

"We've  got  emerging  growth  com- 
panies with  no  Wall  Street  support 
and  emerging  growth  companies  that 
have  temporarily  stalled,"  he  says. 
"We've  got  dogs  big  and  small  that 
appear  to  have  suffered  some  toxic 
business  reverse.  Fallen  angels  are  a 
specialty  of  the  house." 
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Mixed  metaphors,  but  then  Til- 
linghast's portfolio  is  a  mixed  bag.  He 
is  talking  about  such  toxic-tainted 
fallen-angel  dogs  as  Brooke  Group 
(formerly  Liggett),  Medex,  Showbiz 
Pizza  Time,  SafeCard  Services,  Sea- 
gate Technology  and  Thiokol.  Like 
the  200-plus  issues  in  the  portfolio, 
these  stocks  are  priced  at  low  multi- 
ples of  their  earnings  or  have  passed 
other  tests  of  unpopularity.  To  make 
it  into  the  fund,  the  stocks  had  to  be 
selling  at  under  $15.  Tillinghast's  the- 
sis is  that  overlooked  low-priced 
stocks,  though  more  volatile  than 
high-priced  ones,  carry  the  prospect  of 
proportionately  higher  gains. 


Neither  the  thesis  nor  the  packag- 
ing is  entirely  new.  The  Fidelity  Low- 
Priced  Stock  Fund,  launched  near  the 
close  of  last  year,  is  something  of  a 
knockoff  on  the  Bowser  Growth  Fund 
("A  man's  name,  not  a  dog,"  laughs 
Tillinghast).  Bowser's  investment  tar- 
gets were  stocks  under  $3,  but  the 
fund  never  quite  got  off  the  ground.  It 
was  merged  out  of  existence  in  De- 
cember 1988. 

Fidelity's  muscular  sales  arm,  on 
the  other  hand,  has  pulled  in  $115 
million  of  assets  for  Tillinghast.  Buy- 
ers have  not  gone  unrewarded.  Total 
return  so  far  this  year  (through  July)  is 
a  gain  of  9%,  compared  with  3%  for 
the  Standard  &.  Poor's  500  stock  aver- 
age and  -3%  for  the  Nasdaq  over-the- 
counter  average. 

The  case  for  the  fund  is  as  follows: 
Small  companies,  as  measured  by  the 
Nasdaq  index,  have  lagged  the  big 
companies  for  most  of  the  past  de- 
cade. It  is  quite  plausible  that  big 
stocks  (namely,  those  in  the  s&p  500) 
are  now  overpriced  and  likely  to  do 
worse  than  small  ones  in  the  next 
decade.  You  could  get  an  index  fund  of 
smaller  companies,  such  as  the  Van- 
guard Index  Trust-Extended  Market 
Portfolio.  Trouble  is,  an  index  fund  is 
compelled  to  buy  any  and  every  stock 
meeting  a  size  criterion,  even  pieces 
of  junk  trading  at  ridiculous  multiples 
of  their  earnings  and  assets.  In  small 
stocks  especially,  you're  probably  bet- 
ter off  with  an  active  manager  than 
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buying  the  market. 

If  you  buy  Tillinghast's  fund,  it's 
because  his  eccentric  investment  for- 
mula makes  sense  to  you — and  you 
are  wilUng  to  take  a  chance  on  Til- 
hnghast's  unproven  investment  rec- 
ord. The  soonest  his  fund  could  land 
on  our  honor  roll  (see p.  126)  is  some- 
wrhere  near  the  turn  of  the  century. 

Fidelity's  fund  is  not  expensive. 
You  can  buy  it  without  a  load,  and  the 
expense  ratio  this  year  is  likely  to 
come  in  at  1.2%.  Some  other  funds 
specializing  in  small  companies  are  in 
the  table  to  the  right. 

One  of  the  more  offbeat  of  Tillin- 
ghast's holdings  is  a  package  of  four 
British  water  companies  that  make  up 
11%  of  the  portfolio.  Tillinghast 
picked  them  up  last  year  when  the 
Thatcher  government  privatized  utili- 
ties in  an  effort  to  upgrade  the  often 
execrable  quality  of  the  British  water 
supply. 

The  stocks  had  a  lot  going  for  them: 
low  multiples,  clean  balance  sheets 
and  inflation-proof  rate  structures. 
The  potential  kicker:  the  likelihood 
that  the  water  companies'  extensive 
ownership  of  sewer  systems  will  lead 
them  into  higher-margined  ecological 
undertakings  like  waste  management 
and  control.  Northumbrian  Water 
trades  at  303  pence,  or  $5.60  a  share; 
its  per-share  earnings  last  year  were 
78.3  pence  ($1.45)  and  its  book  value 
was  933  pence  ($17,301. 


Time  for  a  small- 

cap  rebound? 

Funds  specializing  in  companies  with  small  market  capitalizations  have 
had  a  hard  go  of  it;  almost  all  have  fallen  behind  the  passively  managed 
Vanguard  Index-500.  But  that  may  well  mean  that  small  stocks  are 
undervalued  now  and  likely  to  beat  S&P  500  stocks  for  a  while. 

Fund 

Performance 

UP             DOWN 

markets — 

Total 
—     return* 

Assets 
($mil) 

Annual 
expenses 
per  $100 

Maximum 
sales 
charge 

Pennsylvania  Mutual 

B 

B 

15.0% 

$685 

$0.94 

none 

Acorn 

B 

C 

14.5 

953 

0.73 

none 

Alliance  Quasar 

A  + 

D 

14.4 

343 

1.10 

5.50% 

Over-the-Counter  Securities 

C 

B 

12.0 

291 

1.45 

4.50 

Kemper  Summit 

A 

D 

11.8 

270 

0.81 

5.75 

Hartwell  Emerging  Growth 

A  + 

F 

10.4 

29 

2.50 

4.75 

Scudder  Development 

C 

D 

10.3 

361 

1.34 

none 

T  Rowe  Price  New  Horizons 

B 

D 

8.5 

1,051 

0.81 

none 

Neuwirth 

A 

D 

8.4 

25 

1.84 

none 

Vanguard  Explorer 

D 

D 

7.7 

290 

0.64 

none 

Vanguard  Index-500  Portfo 

lio             B 

C 

14.5 

2,368 

0.20 

none 

•Average'  annual  total  return.  1 1/80  to  6/90. 

Source  Upper  Amilyliail  Senices 

What  about  the  fallen  angels? 
Showbiz,  thanks  to  the  hit  its  comic 
coin-operated  Chuck  E.  Cheese  char- 
acters made  with  the  younger  set, 
made  it  big  in  the  market  a  couple  of 
years  ago.  But  the  charm  of  novelty 
soon  wore  thin.  "Kids  loved  it,  par- 
ents hated  it,"  says  Tillinghast.  "The 


Joel  Tillinghast  of  Fidelity  Low-Priced  Stock  Fund 
Sometimes  even  British  water  tastesgood. 
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restaurants  were  dark,  noisy,  bar-like 
places  with  arcade-type  machines  par- 
ents figured  would  turn  their  8-year- 
olds  into  delinquents." 

While  most  other  analysts  saw  lit- 
tle in  the  gathering  gloom,  Tillinghast 
spotted  a  management  that  was  sud- 
denly serious  about  sharpening 
Chuck  E.  Cheese's  act.  With  the  stock 
at  13,  he  made  a  bet  on  rising  earn- 
ings. They  have  since  doubled,  and 
Tillinghast  has  sold  some  of  his 
Showbiz  at  around  26. 

"The  trick  is  to  back  out  of  the 
problems,"  he  says.  "With  luck,  may- 
be you  can  find  earnings  power  that 
has  been  overlooked  in  the  rush  to  the 
exits."  So  it  was  with  SafeCard  Ser- 
vices and  its  descent  from  36  to  4 
when  American  Express,  a  principal 
customer,  decided  to  go  into  the  cred- 
it card  loss  notification  business  on 
its  own  three  years  ago. 

Tillinghast  is  chockablock  with 
other  hidden  value  stories:  how  a  pro- 
duction glitch,  now  cured,  drove  im- 
patient money  out  of  Medex,  a  pro- 
ducer of  drug  infusion  paraphernalia; 
how  Seagate  Technology's  disk  drive 
line  has  been  broadened  by  acquisi- 
tion; and  why  better  cost  controls  for 
rocket  propellants  and  generic  ciga- 
rettes will  produce  earnings  growth 
for  such  burned-out  stocks  as  Thiokol 
and  the  Brooke  Group. 

It's  a  curious  blend  of  daring  and 
caution — and  it's  a  lot  more  interest- 
ing than  a  black  box  index  fund  pains- 
takingly programmed  to  replicate  the 
averages.  ■ 
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Picking  a  good  stock  fund  is  not  simply  a 
matter  of  picking  one  u  nth  the  hottest  record 
over  some  period.  In  investing,  stamina 
counts  as  much  as  speed,  and  consistent 
performance  is  the  supreme  virtue. 

The  honor  roll 


By  Spyros  Hanolatos 


WOULD  THAT  choosing  a  mu- 
tual fund  were  as  easy  as 
picking  a  bank  certificate  of 
deposit.  If  this  cd  pays  9%  com- 
pounded and  that  one  pays  10%,  you 
take  the  10%  so  long  as  both  carry 
FDic  guarantees. 

Some  people  do  pick  funds  that 
way,  as  if  they  were  shopping  for  a 
bank  account.  This  fund  was  up  16% 
for  the  past  few  years  and  that  one 


only  12%,  so  I  want  the  16%  one. 
That's  the  dumb  way  to  invest. 

Remember,  funds,"  unlike  cds  or 
bonds,  do  not  pay  any  contractual  re- 
turn. "Past  performance,"  the  pro- 
spectus always  says,  "is  not  represen- 
tative of  future  results."  Boy,  is  that 
ever  true!  Past  performance  is  only  a 
weak  indicator  of  future  results. 

The  intelligent  investor  looks  at 
how  far  a  fund  got  in  past  years,  but, 
more  important,  at  how  it  got  there. 
How  much  risk  did  the  manager  take 


Annual 
Fund  Ratings 


along  the  way?  How  does  the  fund 
perform  in  bear  markets?  What  if  I 
need  money  when  the  market  is 
down?  How  consistently  has  it  done, 
in  bull  markets  and  bear,  in  foul 
weather  and  fair? 

Stockholders  have  been  blessed  for 
the  last  six  years  with  a  powerful  bull 
market  punctuated  by  a  few  interrup- 
tions. The  interruptions  were  severe 
enough  to  do  a  lot  of  damage  to  any- 
one who  panicked  or  who  happened  to 
need  cash  at  an  inopportune  time. 
There  was  the  big  crash  three  years 
ago,  and  now  there  is  a  correction  that 
began  in  mid-July,  accelerated  by  the 
invasion  of  Kuwait  and  maybe  the 
start  of  a  serious  bear  market.  Today  a 
runaway  dictator  ties  up  the  world's 
oil  supply.  Tomorrow  we  get  a  rise  in 
the  prime  rate  or  a  new  tax  on  securi- 
ties. You  want  a  fund  that  has  a  good 
record  of  withstanding  shocks  like 
these  as  well  as  a  good  record  of  pro- 
ducing gains  over  the  long  haul. 

To  get  on  the  Forbes  honor  roll,  a 
fund  had  to  have  both.  It  had  to  rough- 
ly triple  an  investor's  money  over  the 


Fund/distributor 


Performance 
UP  DOWN 

— markets — 


Lead  manager  (years) 


Average 

annual  Hypoth' 

total  investi 

return'  resul 


Bergstrom  Capital/closed-end 


C 


Erik  E.  Bergstrom  (14) 


18.2% 


$40,4 


Dodge  &  Cox  Stock  Fund/Dodge  &.  Cox 


Multiple  managers'  (9) 


16.3 


33,4 


Fidelity  Destiny  Portfolio  I/Fidelity  Distributors 


George  Vanderheiden  (10) 


18.9 


33,4 


Franklin  Growth  Fund/Franklin  Distributors 


Jerry  Palmieri  (25) 


15.3 


34,5 


Guardian  Park  Ave  Fund/Guardian  Investor  Services 


Charles  AibersI  18) 


17.0 


30,8 


LAI  Regional  Fund/IAI  Funds 


luhan  P.  Carlin  (10) 


16.8 


32,9( 


Investment  Co  of  America/ American  Funds  Group 


Multiple  managers'  (7) 


16.7 


30,6 


Lindner  Fund/Lindner  Management 


A  + 


Multiple  managers'  (9) 


18.8 


38,6 


Mutual  Benefit  Fund/Mutual  Benefit  Financial  Services 


Multiple  managers'  (7) 


17.0 


32,8 


New  England  Growth  Fund/New  England  Securities 


G.  Kenneth  Heebner  (14) 


18.5 


36,65 


Nicholas  Fund/Nicholas  Co 


Alberto.  Nicholas  (21) 


16.7 


35,9C 


Phoenix  Growth  Fund/Phoenix  Equity  Planning 


Robert  Chesek(lO) 


22.1 


45,81 


T  Rowe  Price  International  Stock/T  Rowe  Price  Associates 


Martin  G.  Wade  (10) 


18.0 


37,53 


Salomon  Brothers  Opportunity's/Salomon  Brothers 


Irving  Brilliant  (11) 


15,4 


31,7C 


Selected  American  Shares/Prescott,  Ball  &  Turben 


Donald  A  Yacktman  (7) 


15.4 


29,76 


SLH  Appreciation  Funtl/Shearson  Lehman  Hutton 


Harold  L.  Williamson  (8) 


15.9 


34,43 


SoGen  International  Fund/Sogen  Securities 


A  + 


Jean-Marie  Eveillard  (12) 


17,5 


30,96 


Soiuce  Capital/closed-end 


A  + 


George  H.  Michaehs  (18) 


16.7 


31,39 


United  Income  Fund/Waddell  &  Reed 


Russell  E.  Thompson  (11) 


19,1 


35,40 


Washington  Mutual  Investors/ Amencan  Funds  Group 


Multiple  managers'  (9) 


17,8 


34,09 


'From  11/30/80  through  6/'30/90,  before  deduaing  loads  and  taxes,  -Value  on  6'30/90  of  $10,000  invested  1 1/30/80,  after  load  and  taxes,  for  hypothetical  upper-income  in 
Assumptions:  Investor  ha.s  $100,000  of  gros,s  income  in  constant  1984  dollars,  deduaions  equal  to  20%  of  income — 15%  after  1986 — and  four  exemptions.  Loads  applied  at  t 
rate,  ''Average  of  price/earnings  ratios  for  stcx^ks  in  portfolio  as  of  3/31/90,  weighted  by  size  of  holding.  Source:  CDA  Investment  Technologies,  ""Lesser  of  security  ss 
purchases,  divided  by  average  net  assets  ''Most  funds  have  lower  minimum  requirements  for  IRAs  and  automatic  savings  plans,  ''Closed-end  funds  have  no  loads,  but  hypot 
results  column  assumes  a   1%   brokerage  fee  to  buy  shares,     "Average  tenure  of  managers,  with  96  years  maximum  credit  for  each,    ''Operates  as  a  conti 
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itast   three   market    cycles    (not 

juite    ten    years).    This    score, 

hown  below  in  the  column  la- 

leled  "Hypothetical  investment 

esults,"    is    not    very    different 

rom  what  other  publications  use 

i  0  rate  fimds.  But  we  have  a  sec- 

md  requirement  that  considera- 

ly   toughens    the    competition. 

"he  fund  had  to  do  well  in  bear 

Uiarkets,  earning  a  B  or  better. 

;   The  Lindner  Fund  is  among  the 

i  op  three  honor  roll  funds  in  bear- 

aarket  performance,  with  an  A  + 

rade  over  a  measurement  period 

nded  June  30.  A  few  weeks  later 

ts  shareholders  got  another  dose 

if  bear  markets.  Between  July  17, 

*^hen  the  Dow  closed  just  below 

000,  and  Aug.  9,  the  overall  mar- 

:et  (as  measured  by  the  s&p  500) 

jell  7.3%.  Lmdner  was  off  only  2.8%. 

!   Comanager   Robert   A.    Lange   ex- 

jlains  his  strategy:  "We  are  not  doing 

jUy  thing       different       now.       You 

Shouldn't  be  buying  stuff  unless  you 

let  a  good  deal."  A  good  deal  to  him  is 

company  trading  cheaply  relative  to 

;ts  earnings  or  its  breakup  value.  Be- 

ause  he  couldn't  find  enough  bar- 

ains  Lange  had  a  quarter  of  Lindner's 

ortfolio  in  cash  at  June  30,  which 

i.elped  cushion  his  shareholders  when 

raq  invaded.  Among  his  biggest  hold- 


P.urick  McDonnell 


\ 

t 
^ 

/ 

) 

1 

X 

-^. 

i 

t 

f 

ings  are  Norsk  Hydro,  a  Norwegian 
natural  gas  company,  Texaco  and  Mo- 
bil. "We  bought  these  stocks  a  while 
ago,  and  they  were  acting  well  even 
before  the  crisis,"  he  says. 

To  qualify  for  the  honor  roll,  a  fund 
must  have  started  before  Nov.  30, 
1980,  the  beginning  of  the  three  mar- 
ket cycles  over  which  we  calculate 
hypothetical  investment  results.  This 
requirement  disqualified  the  Mexico 
Fund  (started  in  1981)  even  though  it 
received  one  of  the  rarest  of  grades,  a 


double  A  -I- .  Also,  sector  funds  are 
excluded. 

Another  requirement  is  conti- 
nuity in  management.  Fidelity's 
Magellan  Fund  was  on  every  hon- 
or roll  between  1982  and  1989.  It 
was  kicked  off  this  year  when 
manager  Peter  Lynch  retired  and 
Morris  Smith  came  on  board.  We 
require  the  lead  manager  to  have 
at  least  two  market  cycles  (seven 
years)  in  the  saddle. 

What  about  funds  managed  by 
committees?  They  are  allowed  on 
if  the  average  tenure  of  the  man- 
agers is  at  least  seven  years.  Two 
committee-run  funds  from  the 
American  family — Investment 
Co.  of  America  and  Washington 
Mutual — are  winners,  and  two 
others  narrowly  missed:  Funda- 
mental Investors  and  New  Perspec- 
tive. In  calculating  average  tenure  we 
allow  a  maximum  experience  of  9.6 
years  (the  duration  of  our  three  mar- 
ket cycles)  for  any  one  member. 

As  in  previous  years  we  left  out 
funds  closed  to  new  investors.  Van- 
guard Windsor,  com  Capital  Develop- 
ment and  Sequoia  Fund  would  have 
qualified  otherwise,  iai  Regional 
Fund  should  have  been  on  our  1989 
honor  roll  and  so  is  credited  here  with 
a  second  year.    ■ 


Annual 

Weighted 

%of 

Minimum 

ximum 

expenses 

average 

assets 

Portfolio 

initial 

Fund 

load 

per  $100 

P/E' 

in  cash 

turnover'' 

investment^ 

(consecutive  years  on  honor  roll) 

NA*" 


$0.97 


28 


57o 


36% 


Bergstrom  Capital  (7) 


0.65 


1,5 


$1,000 


Dodge  &  Cox  Stock  Fund 


NA" 


0.56 


12 


NA 


Fidelity  Destiny  Portfolio  (8) 


4.00% 


0.72 


15 


100 


Franklin  Growth  Fund  (2) 


4.50 


0.68 


47 


1,000 


Guardian  Park  Ave  Fund  (3) 


1.00 


18 


27 


116 


5,000 


IAI  Regional  Fund  (2) 


5.75 


0  52 


15 


20 


18 


2.50 


Investment  Co  of  America 


0.62 


26 


19 


2,000 


Lindner  Fund  (2) 


4.75 


1.45 


16 


16 


14 


250 


Mutual  Benefit  Fund  (2) 


6.50 


10 


203 


,000 


New  England  Growth  Fund  (6) 


0.82 


15 


21 


500 


Nicholas  Fund  (9) 


6.90 


1.04 


13 


500 


Phoenix  Growth  Fund  (2) 


1.05 


NA 


14 


48 


2,500 


T  Rowe  Price  International 


1.26 


16 


17 


1,000 


Salomon  Brothers  Opportunity  (2) 


I  08 


16 


46 


1,000 


Selected  American  Shares  (2) 


5.00 


0.89 


17 


13 


24 


500 


SLH  Appreciation  Fund  (5) 


3.75 


1 38 


15 


26 


31 


1,000 


SoGen  International  Fund  (2) 


NA"^ 


0.96 


12 


21 


36 


NA 


Source  Capital  (2) 


8.50 


0.69 


14 


500 


United  Income  Fund  (2) 


5.75 


0.69 


13 


250 


Washington  Mutual  Investors 


quiring  monthly  investment,  with  a  decreasing  load  as  investment  grows.  Hypothetical  investment  result  assumes  a  single  investment  of  $10,000  on  1 1/30/80,  with 
%  simulated  load  that  reflects  both  sales  and  account  maintenance  charges.  ''Grades  for  foreign  funds  depend  on  performance  against  other  foreign  funds  over  the 
since  Sept.  1982,  but  hypothetical  and  long-term  returps  are  measured  over  the  same  period  as  for  domestic  stock  funds,  "'Formerly  Lehman  Opportunity. 
?  ratio  is  in  italics  if  the  fund  has  a  shareholder-paid  12b-l  plan  exceeding  0.1%  (hidden  load)  pending  or  in  force  NA:  Not  available  or  not  applicable. 
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Our  glasses  are  designed  to  bring  out 
the  best  in  a  beverage.  "Excelsior, " 
our  prize-winning  stemware  series,  is 
a  good  example. 


Great  design  does 


"1 


V  I 


Nature  has  ingeniously  created  the 
shapes  and  colors  of  flowers  to 
appeal  to  the  taste  of  "guests" 
needed  to  preserve  the  species. 


k 


L 


pen  by  chance. 


^!^ 


Nature  has  brought  forth  over 
200,000  varieties  of  flowers.  At  first 
glance,  the  opulent  diversity  of  their 
shapes  and  colors  appears 
haphazard.  But  if  you  take  a  closer 
look,  you'll  discover  that  not  a  single 
detail  has  been  left  to  chance. 
Blossoms  designed  to  attract  bees 
have  a  shape  different  from  those 
which  appeal  to  butterflies'  tastes. 

. Like  nature's  flowers,  our 

glassware  is  carefully  styled  to  bring 
out  the  best  in  a  beverage.  Sipped 
from  differently  shaped  wine 
glasses,  the  same  wine  will  have  a 
different  taste.  And  what  would 
happen  to  the  exquisite  taste  of  a 
fine  cognac  if  it  were  served  in  a 
clunky  beer  mug? 

Our    customers'    personal 

tastes  in  style  are  as  important  as 
the  design  of  our  glassware.  You 
may  appreciate  the  simple,  classical 
shape.  Or  prefer  the  festive  sparkle 
that  polished  lead  crystal  lends  to  an 
elegantly  set  table.  Or  perhaps  you 
enjoy  finely  cut  lead  crystal.  Our  line 
of  crystal,  featuring  over  7,000 
desrgns  is  so  varied  that  it  is  certain 
to  please  the  most  discriminating 
taste.  Glassware  from  Schott 
Zwiesel  has  won  many  awards  for 
excellence  in  design. 

- Good    design    is   just   one 

examplo  of  Schott's  achievements 
in  R  &  D.  Whether  in  the  home  or  in 
the  laboratory,  special  glass  from 
Schott  harmoniously  combines 
appealing  design  and  function. 

Schott   worldwide:    50,000 

products,  50  production  facilities, 
represented  in  more  than  100 
countries,  with  over  $  1  billion  in 
sales. 

Schott  in  North  America:  11 

companies  employing  more  than 
1,800  people. 

Would  you  like  to  know  more 

about  our  special  glass?  Write  to: 
Schott  Corporation,  Department  F  8, 
3  Odell  Plaza,  Yonkers,  NY  10701. 

H  SCHOTT 

Nobody  knows  more  about  glass. 


It  happens  again  and  again:  A  money 
manager's  dice  are  hot  and  then  they  turn 
cold.  So  dont  buy  into  a  fund  just  because 
it  was  hot  last  year. 

Tortoises 
versus  hares 


By  Michael  Fritz 


STANLEY  Salvigsen,  Charles 
Minter  and  Michael  Aronstein, 
the  ex-Merrill  Lynch  threesome 
behind  money  manager  Comstock 
Partners,  looked  like  geniuses  in 
1987.  They  predicted  that  interest 
rates  would  rise  enough  to  undermine 
the  stock  market  and  then  resume  a 
long  decline.  They  were  right.  As  ad- 
viser to  the  Dreyfus  Capital  Value 
Fund,  Comstock  hedged  the  fund 
against  the  October  crash,  enabling  it 
to  earn  35%  for  the  year,  against  5% 
for  the  s&p  500. 

In  May  1988  Comstock's  partners 
decided  to  try  their  hand  at  the  bond 
market.  Investors  showered  $1.3  bil- 
lion on  the  Comstock  Partners  Strate- 
gy Fund,  buying  shares  of  this  closed- 
end  bond  fund  at  $10  each,  including  a 
65-cent  sales  commission.  Everybody 
wanted  on  board  an  outfit  that  could 
predict  things  like  the  1987  crash. 

Comstock  rolled  the  dice  again. 
This  time  the  partners  figured  that 
deflation  was  coming,  and  loaded  up 
on  30-year  noncallable  government 
bonds  and  zero  coupon  Treasurys. 
Good  call.  In  last  year's  fund  survey 
the  fund  showed  up  with  a  20.6% 
total  return  for  the  12  months 
through  June  30,  1989,  double  that  of 
the  average  bond  fund. 

But  last  winter  the  partners'  dice 
went  cold.  Comstock  was  still  heavy 
in  long-term  bonds  when  interest 
rates  turned  around  and  started  rising. 
The  partners  turned  bearish,  but  not 
before  getting  hit  with  huge  capital 
losses  on  their  zeros.  Still  bearish, 
they  missed  the  second-quarter  rally. 
For  the  first  half  of  the  year  the  fund's 
total  return  was  -3.4%,  in  the  bottom 
3%  of  all  taxable  bond  funds. 

The  partners  are  back  at  the  betting 
table.  All  the  while  maintaining  a 
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bearish  stance  on  government 
bonds — where  their  holdings  are 
hedged  with  put  options — they  have 
dipped  into  foreign  currency  plays. 
Now  25%  of  fund  assets  are  in  foreign 
government  paper  from  Canada,  the 
U.K.,  France,  Australia  and  New  Zea- 
land. If  rates  rise  and  the  dollar  sinks, 
this  fund  could  land  in  the  perfor- 
mance hit  parade  once  again.  If  inter- 
est rates  fall  and  the  dollar  rises,  the 
fund  will  be  in  the  cellar  once  again. 
Investors  who  bought  the  fund 
when  it  came  out  have  had  a  bumpy 


ride.  Their  $10  shares  recently  trader 
on  the  New  York  Stock  Exchange  fo 
9'/8,  and  they  have  collected  $2.42 
share  in  dividends.  But  they  woul 
have  done  just  as  well  in  the  Vanguar 
Ginnie  Mae  Fund,  and  the  ride  woul 
have  been  a  lot  smoother.  If  you  thinl 
of  the  Comstock  Fund  as  a  hare,  yoi 
have  to  concede  that  the  turtles  got  t 
the  goal  just  as  fast  as  the  hare  did- 
and  at  less  cost. 

For  the  Comstock  partners,  thi 
crap  game  is  lucrative.  Their  advisor 
fees  roll  in  steadily  at  a  rate  of  nearl 
$6  million  a  year.  But  what  about  th 
customers?  So  far  they  haven't  beei 
especially  well  rewarded  for  the  risk 
they've  taken  and  the  relatively  hig 
fees  they  pay. 

The  moral:  One  or  two  good  calls  di 
not  make  a  money  manager  into 
genius.  Look  for  consistent  perfoi 
mance,  over  at  least  one  market  cycle 
Don't  buy  an  expensive  fund — that  ij 
one  with  high  annual  expenses  and/o 
a  sales  load — on  the  strength  of  a  re 
cent  spurt  of  good  performance.  Th 
spurt  likely  is  as  much  luck  as  skill 

For  our  table  of  superior  bond  fund 


Bond  funds  that  deliver 

Below  is  a  sampling  of  bond  hinds  that  have  beaten  their  peers  over  one 
or  two  market  cycles.  All  are  no-load  and  hold  expense  ratios  to  1%. 

Fund 

Type 

Performance 

UP           DOWN 

markets 

Cycle   ' 
return 
(annual- 
ized)' 

Annual 
expenses 
per  $100 

Lincoln  National  Income 

corporate 

C 

A-l- 

12.6% 

$0.96 

Transamerica  Income  Shares 

corporate 

A 

D 

12.6 

0.71 

Federated  GNMA  Trust 

Ginnie  Mae 

B 

C 

10.8 

0.53     .; 

Vanguard  Fixed  Income — GNMA 

Ginnie  Mae 

B 

G 

11,0 

0.31     : 

Fidelity  High  Income  Fund 

junk 

C 

A 

9.3 

0.81 

Vanguard  Fixed  Income — High  Yield 

junk 

C 

B 

9.5 

0.38 

Fidelity  Intermediate  Bond  Fund 

short-term 

D 

A 

10.1 

0.72 

Vanguard  Fixed  Income — Short-Term 

short-term 

G 

A 

9.4 

0.28 

Financial  Tax-Free  Income  Shares 

municipal 

A-l- 

F 

10.5 

0.74 

Safeco  Municipal  Bond  Fund 

municipal 

A 

G 

10.5 

0.57 

USAA  Tax-Exempt  Fund— Short-Term 

muni-short 

F 

A-l- 

6.7 

0.52 

Vanguard  Muni  Bond — Short-Term 

muni-short 

F 

A-l- 

6.1 

0.27      i 

Safeco  California  Tax-Free  Income  Fund 

muni-Gal 

B 

F 

3.5^ 

0.69 

Scudder  California  Tax  Free  Fund 

muni-Cal 

B 

G 

3.6^ 

0.83 

Fidelity  NY  Tax-Free— High  Yield 

muni-NY 

C 

G 

3.4^ 

0.61 

Scudder  NY  Tax  Free  Fund 

muni-NY 

G 

G 

3.3^ 

0.89 

'Apr  30,  1983-June  30,  1990.     •'Aug  31,  1986-June  30,  1990                                                                         ' 
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we  selected  on  the  basis  of  both  cost 
and  consistent  performance.  We 
looked  for  funds  in  each  of  several 
categories  that  combine  good  returns 
over  tw^o  interest  rate  cycles  (Apr.  30, 
1983  to  June  30,  1990)  with  low  costs. 
The  letter  grades  assigned  to  bond 
funds  should  be  understood  as  both  a 


measure  of  performance  and  a  mea- 
sure of  interest-rate  risk.  Short-term 
bond  funds  get  poor  grades  in  bull 
markets  (that  is,  when  interest  rates 
are  falling)  and  good  grades  in  bear 
markets.  Long-term  funds  have  the 
reverse  pattern.  Before  buying  a  bond 
fund  "you   must,    of   course,    decide 


where  you  want  to  stand  on  the  inter 
est-rate  curve.  If  you  don't  have  i 
strong  feeling  about  where  interest 
rates  are  headed,  then  a  Ginnie  Maq 
fund  is  a  good  middle-of-the-road 
choice.  It  will  probably  do  worse  than 
a  long-term  fund  in  a  bull  market  and 
better  in  a  bear  market.  ■ 


I 


Why  pay 

unnecessary 

taxes? 


By  David  Cbnrback 


Look  before  you  leap  into  a  ''mvernmenf'  bonds  are  taxable 

'^  -^  r  1  Next  problem:  It  s  next  to  impossi 

fund  or  money  fund.  Some  are  exempt  bie  to  get  dear  guidance  from  a  fund 

P  ,        -  ,  .1  ).  sponsor  about  the  fund's  tax  status 

jrom  state  income  taxes,  others  aren  t.  The  number  that  you  want  is  the  per 

centage  of  income  derived  from  direct 
U.S.  government  obligations.  That 
should  be  simple  enough,  but  the  ser 
vice  representatives  at  the  end  of  an 
800  number  usually  don't  know  or 
can't  tell  you. 

Instead,  ask  if  the  fund  sends  its 
investors  at  tax  time  a  statement 
showing  the  percentage.  If  the  answer 
is  no,  request  the  portfolio  (usually  in 
a  semiannual  financial  statement,  not 
in  the  prospectus)  and  go  over  it  care 
fully  with  a  list  of  acceptable  bonds  at 
hand.  Generally,  mortgage-backed 
federal  issues  are  taxable  by  the  states 
and  nonmortgage  issues  aren't. 

Next  problem:  States  that  recognize 
payouts  from  U.S.  Treasury  funds  as 
exempt  typically  demand  that  a  mini 
mum  50%  or  80%  of  the  payout  be 
derived  from  Treasury  interest,  or 
none  of  it  is  exempt. 

Finally,  six  states  play  it  rough  and 
tax  in  full  any  dividend  from  any  in- 
corporated fund,  never  mind  where 
the  interest  came  from.  Their  argu 
ment  is  that  these  are  dividends  from! 
fund   companies,   not   interest  from: 
government  bonds.  Leading  the  list  is 
Connecticut,  whose  top  income  tax 
rate  (14%)  is  the  highest  in 
the  land.  The  other  five  of- 
fenders are  Delaware,  Missis- 
sippi, North  Dakota,  Penn- 
sylvania and  Tennessee.  The 
solution  if  you  dwell  in  one 
of  these  six  offending  states: 
Buy  a  bond  fund  organized  as 
a  limited  partnership,  such 
as  Dreyfus  U.S.  Government 
Bond  L.P. 

Unfortunately,  recent  fed- 
eral legislation  forbids  new 
limited  partnership  bond 
funds.  Also,  after  1997,  grand- 
fathered funds  will  effective- 
ly lose  their  partnership  sta- 
tus. At  that  point  hapless  sav- 
ers in  Connecticut  will  be 
cornered.  They'll  have  to  buy 
their  Treasury  bonds  directly 
and  give  up  the  many  advan- 
tages of  investing  through  a 
mutual  fund.  ■ 


STATE  INCOME  TAXES  are  high  and 
going  higher,  especially  in  high- 
spending,  high-taxing  states 
like  New  York,  California  and  Massa- 
chusetts. There  is  even  talk  in  Wash- 
ington of  limiting  the  federal  deduc- 
tion for  state  income  taxes.  If  that 
happens,  what  your  state  takes  away 
from  your  dividend  check  comes  right 
off  the  bottom  line.  Obvious  solution: 
Buy  U.S.  government  bonds.  They 
have  been  exempt  from  state  taxation 
since  1819. 

Since  selling  a  Treasury 
bond  before  its  maturity  date 
can  be  expensive  and  some- 
times awkward,  most  inves- 
tors are  wise  to  buy  Trea- 
surys  through  mutual  funds, 
even  at  a  slight  loss  in  in- 
come. A  no-load  U.S.  govern- 
ment fund  gives  you  much 
better  liquidity  than  a  bond, 
plus  all  the  tax  advantages. 
Or  does  it? 

Watch  out.  The  trick  is 
picking  the  right  fund  for 
your  state's  tax  code.  Pick 
the  wrong  one  and  live  in  the 
wrong  state,  and  you  could 
be  in  for  a  big  surprise  come 
tax  time. 

First  trap:  A  lot  of  so-called 
government  bond  funds  in- 
vest not  in  direct  govern- 
ment debt  but  in  other  paper 


that  is  merely  guaranteed  by  the  fed- 
eral government.  The  portfolio  of  the 
Value  Line  U.S.  Government  Securi- 
ties Fund  is  86%  invested  in  Ginnie 
Maes,  fully  taxable  by  the  states.  In- 
deed, a  lot  of  Ginnie  Mae  funds  mas- 
querade as  "government"  funds. 

Some  federal  agency  paper  is  state- 
tax-free,  other  isn't.  Tennessee  Valley 
Authority  bonds  are  considered  a  di- 
rect U.S.  obligation  and  are  therefore 
exempt.  So  are  bonds  from  the  various 
agencies  bailing  out  banks  and  thrifts. 
But    Fannie   Mae   and   Freddie    Mac 


State-tax-free, 

mostly 

"U.S.  Treasury"  in  a  fund's  name  is  no  guarantee 
that  its  dividends  are  exempt  from  state  tax. 

Fund 

%  direct 

U.S. 

obligations 

Annual 
expenses 
per  $100 

Dreyfus  US  Govt  Intermed  Sees  LP 

98% 

$0.80 

Dreyfus  US  Guaranteed  MM 

98 

0.73 

Dreyfus  US  Govt  Bond  LP 

100 

O.OOp 

Fidelity  Government  Sees 

100 

0.73 

Neuberger  &  Bennan  Ltd  Maturity 

26 

0.65p 

Value  Line  US  Government  Sees 

2 

0.67 

Vanguard  Fixed  Income — US  Treasury 

88 

0.28 

Vanguard  MM  Reserves — US  Treasury 

58 

0.30 

p:  Net  of  absorption  of  expenses  by  fund  sponsor. 
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\^E  CAJX  CHAJVGE  THE  EUTUKE. 

Accidents  will  happen.  But  they're  not  inevitable.  With  an  eflfective  loss  control  program  we  can  break 
a  chain  of  events  today  that  could  lead  to  an  accident  tomorrow. 

At  Atlantic  Mutual  our  customers  realize  that  thinking  ahead  is  crucial  to  their  employees'  safety.  So, 
working  closely  with  us,  they  take  careful  steps  to  protect  their  employees,  and  prevent  unnecessary  property 
loss.  Steps  that,  ultimately,  lead  to  another  shared  advantage:  the  financial  reward  of  lowered  premiums  and  the 
potential  for  dividends. 

It's  a  better  way  to  insure.  And  everyone  benefits. 

Talk  with  your  agent  or  broker  about  us  soon.  Because  at  Atlantic  Mutual  the  future  belongs  to 
the  careful.  Atlantic  Mutual  Insurance  Company,  45  Wall  Street,  New  York,  NY  10005. 


Ill' 


=^AtlanticMutual 
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Shearsons  Multiple  Opportunities  fund  has 
been  a  disappointment  for  investors,  but 
not  for  Shearson,  which  has  raked  in  $53 
million  in  fees  and  commissions. 

The  high  cost 
of  high  costs 


1 


Annual 
Fund  Ratings 


By  Ruth  Simon 


Here's  a  new  angle  in  perfor- 
mance fees  for  money  manag- 
ers: The  worse  the  managers 
do,  the  more  money  they  make. 

That  sounds  crazy,  but  it  is,  to  a 
degree,  the  perverse  outcome  of 
Shearson  Lehman  Hutton's  Multiple 
Opportunities  Portfolio,  L.P.  This 
fund,  launched  with  fanfare  in  March 
1987,  took  in  some  $500  million 
within  five  months.  The  investors 
weren't  your  widow  and  orphan 
types;  the  fund's  minimum  stake  was 
$100,000.  Investors  were  apparently 
attracted  by  the  fund's  proposal  to  use 
not  one  but  six  investment  advisers 
and  to  give  them  a  flexibility  few 
funds  offer.  But  performance  has  been 
so  weak  that  investors  have  exited  in 
droves.  Less  than  half  the  original 
$500  million  remains  in  the  fund.  As 


they  leave,  the  unfortunate  investors 
leave  some  of  their  money  behind. 
The  fund  levies  an  "exit  fee"  that 
amounts  to  3%  of  net  asset  value  in 
the  first  year  and  gradually  declines  to 
zero  after  six  years.  So  far  Shearson 
has  pocketed  $9.3  million  in  exit  fees. 

Besides  the  exit  fee,  Shearson  col- 
lects management  fees  and  various 
expenses  totaling  3%  of  assets  annu- 
ally. Then  there  are  brokerage  com- 
missions on  the  fund's  trades.  Shear- 
son  collected  more  than  80%  of  the 
brokerage  commissions  paid  out  to 
brokers  by  the  fund,  or  $10.6  million, 
over  the  last  three  years.  Total  Shear- 
son  take  from  fees,  expenses  and  com- 
missions: $53  million. 

It  is  very  hard  for  the  investor  to 
come  out  well  when  so  much  is  com- 
ing off  the  top — even  if  the  fund's 
stock  pickers  and  timers  do  well.  The 
Shearson  fund's  total  return — reflect- 


ing all  fees  except  the  exit  load — h; 
averaged  just  7%  a  year,  3  poin 
worse  than  the  S&.P  500.  Without  tt 
fees  it  would  have  tracked  the  marke 

Why  did  the  fund  sell  so  well  at  th 
start?  Because  of  its  unusual  natur 
The  portfolio  is  parceled  out  amori 
several  experts  at  Shearson.  The  mai 
agers  can  go  short,  buy  junk  bonds  a 
foreign  and  domestic  stocks,  wri 
put  and  call  options  and  play  the  co 
modity  and  foreign  exchange  ma 
kets.  And  as  a  limited  partnershi 
Multiple  Opportunities  is  exem 
from  the  tax  law  that  prohibits  mut 
al  funds  from  getting  more  than  3>0 
of  their  income  from  gains  on  pos 
tions  held  less  than  three  months. 

With  all  that  flexibility  and  its  tea 
of  wizards,  the  fund  should  alway] 
beat  the  sikp  500  and  never  have 
down  year.  That's  what  chief  inves 
ment  strategist  Michael  Sherman  tol 
I'ortune  three  years  ago. 

Clearly,  Sherman  was  seeking  t 
capitalize  on  a  persistent  investmen 
myth.  It's  the  fairy  tale  that  says  som 
clique  of  sophisticates  out  there  hai 
access  to  exotic  trading  technique 
not  available  to  common  folk,  an 
that  the  lucky  fellow  who  is  invite 
into  their  circle  will  earn  outsize 
returns.  In  fact,  futures  and  option 
are  a  zero-sum  game.  Your  manage 
will  make  money  from  them  only  i 
some  other  manager  loses.  In  tha 
sense,  exotic  investment  vehicles  ar 
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It's  curious. 

Mercedes-Benz  claims  to  be  engineered  like  no  other  car  in  the  world. 
Yet  recently,  they've  spent  millions  of  dollars  emphasizing  such  attributes  as 
safety,  durability  and  longevity 

Qualities  long  associated  with  another  car  maker 

Volvo. 

Which  is  why  if  you've  been  thinking  about  buying  a  Mercedes,  you'd 
do  well  to  consider  a  Volvo  760.  Like  all  Volvos,  the  760  embodies  all  the 
traditional  Volvo  values. 

It's  tough,  durable,  and  above  all,  it's  built  with  your  safety  in  mind. 

But  the  760  also  provides  a  level  of  luxury  found  in  few  cars  on  the 
road  today  From  its  automatic  climate  control  to  its  six  speaker  high-outpu! 
sound  system,  virtually  every  conceivable  comfort  is  standard. 

In  short,  the  Volvo  760  is  engineered  to  be  everything  a  Mercedes  is. 
And,  clearly  everything  a  Mercedes  wants  to  be.         -^ 


CALL  TOLL  FREE  FOR  YOUR  CATALOG  OF  1990  VOLVOS:  1-800-221-9136.©  1990  VOLVO  NORTH  AMERICA  CORPORATION. 


A  car  you  can  believe  in. 


When  their  systems  aren't  integrated, 


department 


some  businesses 


running  from 


until  finall 


waste  time  and  effort 


to  department 


to  department 


they  learn  to  integrate  their  systems  the  Intelligent  way. 


By  analyzing  business  problems 
and  implementing  appropriate  end-to- 
end  solutions.  All  custom-designed  and 
individually  lab-tested.  And  all  working 
within  the  framework  of  existing 
systems  and  networks.  Cost  effectively 
transporting,  storing,  accessing, 


combining  and  exchanging  information 
from  different  systems.  Quickly. 
Efficiently  Productively 

All  via  Bell  Atlantic  and 
its  Intelligent  nerworQ?" 
Pretty  smart,  huh?  networ 


©Bell  Atlantic 

We  re  More  Than  Just  Tallc" 
Call  1-800-522-66 1 7  to  get  our  Intelligence  on  the  line. 


worse  than  plain  old  stocks,  which  at 
least  pay  dividends  and  tend  to  appre- 
ciate over  time. 

What  did  Shearson's  customers  get 
for  all  the  sophistication  of  the  fund's 
investment  strategies?  The  fund's 
hedges  helped  it  weather  the  1987 
crash,  with  a  loss  of  only  1%  in  the 
fourth  quarter  of  1987.  But,  like  so 
many  market  timers,  the  fund  more 
than  lost  on  the  rebound  what  it  saved 
in  the  crash. 

Have  customers  learned  their  les- 
son? Perhaps,  but  there's  a  new  cus- 
tomer bom  every  minute.  Shearson 
brokers  have  another  one  of  these 
things  to  sell.  The  Advisors  Fund  L.P., 
a  fund  of  funds,  has  raised  $180  mil- 
lion since  it  was  introduced  in  May. 
Minimum  investment:  $25,000.  (The 
1987  tax  law  limits  use  of  the  limited 
partnership  format  for  funds,  but  Ad- 
visors was  grandfathered.) 

Like  Multiple  Opportunities,  Advi- 
sors parcels  out  money  to  several 
portfolio  managers,  the  main  differ- 
ence here  being  that  the  portfolio  ex- 
perts aren't  Shearson  employees.  One 
thing  that  hasn't  changed  is  the  bur- 
densome cost  structure.  Including 
fees  paid  to  the  outside  money  manag- 
ers. Advisors  is  going  to  run  an  annual 
expense  ratio  of  about  2.8% .  On  top  of 
that  there  is  a  5.5%  front-end  load  to 
get  in. 

"We're  giving  investors  access  to 
high-quality  hedge-fund  managers  at 
a  price,  and  with  diversity  available 
only  to  the  very  richest,"  boasts 
Shearson  executive  Robert  Schulman, 
who  developed  the  fund. 

Hedge  funds  are  not  registered  with 
the  Securities  &.  Exchange  Commis- 
sion and  are  open  only  to  rich  people. 
The  mere  fact  that  they  are  exclusive 
doesn't  mean  that  they  are  good,  how- 
ever. The  three  Advisors  Fund  manag- 
ers with  five-year  records — Hellman, 
Jordan,  McKenzie,  Walker  and  Nicho- 
las-Applegate — have  done  worse  than 
the  s&p  500  over  that  period,  accord- 
ing to  performance  figures  compiled 
by  CDA  Investment  Technologies. 

Like  hedge  funds,  Shearson's  fund 
has  a  performance  bonus  built  into 
the  fee.  The  base  portfolio  manage- 
ment fee  of  2%  goes  as  high  as  4%  if 
the  fund  beats  the  s&p  by  10  percent- 
age points  or  more,  and  drops  to  zero 
if  the  fund  lags  the  S&.P  by  4  points  or 
more.  This  has  a  certain  sales  appeal: 
We  make  money  only  if  you  do.  But  a 
close  look  at  the  arithmetic  shows 
that  this  isn't  much  of  a  deal  for  the 
investor,  unless  the  five  managers  do 
extraordinarily  well. 

Suppose,  for  example,  that  the  mar- 
ket alternates  bear  years  of  6%  total 
returns  and  bull  years  of  16%  returns. 


The  most  efficient  funds 


A  stingy  expense  ratio  and  low  turnover  don't  guarantee  good  results,  but 
they  sure  help.  All  29  funds  shown  here  have  turnover  below  100%  and 
assets  over  $100  million.  As  in  past  years,  Vanguard  dominates  the  list.  ^ 


Fund 


Type 


Annua 
Assets  Portfolio  expensi 
($mil)     turnover'  per  $1C, 


Vanguard  Index-500  Portfolio 


stock 


$2,368 


8%     $0.2C 


Vanguard  Index-Extended  Market 


stock 


185 


14 


0.23 


Salomon  Brotliers  Fund 


stock 


1,021 


30 


0.44 


Vanguard  Windsor  II 


stock 


2,510 


22 


0.481 


Vanguard  Asset  Allocation 


stock 


178 


0.49 


Vanguard/Morgan  Growth  Fund 


stock 


756 


27 


0.51 


Quest  for  Value 


stock-duaF''' 


538 


76 


-0.78 


Convertible  Holdings 


balanced-dual''' 


265 


50 


-1.63 


Vanguard  Wellington  Fund 


balanced 


2,331 


30 


0.43 


Vanguard  Equity  Income  Fund 


balanced 


425 


0.44 


Vanguard  Trustees  Commingled-Intl  foreign 


820 


25 


0.46 


ASA  Limited 


foreign^ 


552 


0.51 


Vanguard  Bond  Market  Fund 


taxable  bond 


171 


33 


0.24 


Vanguard  Fixed  Income-US  Treasury         taxable  bond 


528 


83 


0.28 


Vanguard  Fixed  Income-GNMA 


taxable  bond 


2,318 


0.31 


Vanguard  Fixed  Income-Invest  Grade         taxable  bond 


1,082 


70 


0.34 


Vanguard  Fixed  Income-High  Yield 


taxable  bond 


905 


41 


0.38 


Vanguard  MM  Reserves-Federal 


money  market 


1,751 


NA 


0.30 


Vanguard  MM  Reserves-Prime 


money  market 


12,618 


NA 


0.30 


Kemper  Money  Market  Fund-Govt  Sees     money  market 


808 


NA 


0.45 


Merrill  Lynch  Institutional  Fund 


money  market 


1,667 


NA 


0.45 


Vanguard  California  T-F-Insured  L-T         tax-free 


324 


0.23 


Vanguard  New  York  Insured  Tax-Free        tax-free 


214 


10 


0.30 


Vanguard  Penn  Tax-Free-Insured  L-T 


tax-free 


501 


0.24 


Vanguard  Municipal  Bond  Fund^ 


tax-free 


4,993 


63 


0.27 


Vanguard  NJ  Tax  Free-Money  Market        tax-free  money  market 


381 


NA 


0.22 


Vanguard  Penn  Tax-Free-Money  Market    tax-free  money  market  618  NA  0.22 


Vanguard  California  Tax-Free-MM  tax-free  money  market 

Vanguard  Muni  Bond-Money  Market         tax-free  money  market 


639 


NA 


0.22 


2,386 


NA 


0.27 


'Le.sser  of  securit>'  sales  or  purchases,  divided  by  average  net  assets.  ^Closed-end.  'Performance, 
asset  and  expense  data  on  capital  and  income  shares  treated  as  a  unit,  ""Recent  expense  ratio  minus  the 
annualized  benefit  from  the  closing  of  the  discount  to  net  asset  value  when  fund  is  liquidated  within  seven 
years.  Assumes  1%  brokerage  commission  on  purchases.  ^Represents  total  assets  of  six  portfolios:  High 
Yield,  Insured  Lxjng-Term,  Intermediate,  Limited  Term,  Long-Term,  Short-Term.     NA:  Not  applicable. 


And  suppose  the  experts  beat  the  mar- 
ket by  7  points  in  bull  years  and  lag  it 
7  points  in  bear  markets,  before  fees. 
That  is,  they  just  about  track  the  mar- 
ket on  average.  Over  time  the  market 
would  average  a  compound  annual 
10.8%.  Advisors'  customers  would 
average  a  return,  after  costs,  of  8.2%. 
They  would  be  paying  2.6%  a  year  and 
getting  mediocrity.  Don't  worry, 
Shulman  says:  "The  fund  is  going  to 
do  10%  better  than  the  S&.P,  no  mat- 
ter what  the  market  does." 

You  don't  need  to  pay  anything  like 
2.6%  a  year  to  get  good  management. 
The  efficient  funds  in  the  table  have 
costs  averaging  well  under  0.4%   a 


year.  And  for  fees  only  a  little  highei 
you  have  access  to  most  of  the  excel- 
lent funds  on  our  honor  roll  (p.  126). 
These  funds  let  investors  with  small 
sums  get  the  same  high-quality  man- 
agement that  wealthy  investors  get 
That's  the  beauty  of  the  mutual  fund 
industry. 

Our  advice  to  investors,  novice  and 
experienced  alike:  Stay  away  from 
complicated  investment  vehicles; 
most  of  them  are  just  an  excuse  to 
levy  fat  fees.  Stick  with  plain  old  pro 
fessionally  managed,  diversified  funds 
with  modest  management  charges 
and  little  or  no  sales  loads,  and  you 
won't  go  far  wrong.  ■ 
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OVER  1  MILLION  INVESTORS... 


Choose  Fidelity 

for  Stock  Market 

Expertise. 

Fidelity  is  America's  leading  stock  fund  manager,  investing  over  $30  billion  in  equity  assets  for  over 
1  million  Americans."  Investors  who  are  looking  for  long-term  growth  from  funds  backed  by  over  forty 
years  of  money  management  experience.  Through  the  years  the  goal  has  remained  simple:  To  do  exactly 
what  you  would  do  for  yourself  Lf  you  had  the  time  and  resources. 


V 


Fidelity  Magellan'"  Fund.  Magellan  follows  the  search  for  growth  wherever  it 
leads-to  companies  both  large  and  small,  at  home  or  abroad.  It's  getting  to  know  the 

E    companies  we  invest  in  personally-the  same  driving  force  behind  all  of  Fidelity's 
stock  funds-that  has  helped  make  Magellan 

the  largest  stock  fund  in  the  nation.^ 


Fidelity  Growth  Company  Fund.  Seeking  liigh 
returns  from  Americas  growing  companies,  this  fund 
looks  for  firms  both  large  and  small  that  have  demon- 
strated strength  in  sales  and  earnings  and  are  growing 
at  rates  above  the  market  average.  It's  a  strategy  that  has 
delivered  superior  returns-just  look  at  the  results! 


FIDELITY  GROWTH  COMPANY  FUND 

$35,000 
$30,000 
$25,000 


'83     '84    '85     '86     '87    '88     '89     '90 


Avg. 
Annual 
Returns 

as  of 
6/30/90' 

1  Yt 

25.42°° 

5Yr 

17.87°<> 

Lileol 
Fund 

i8.or« 


Growth  in  value  of  historical  $10,000  investment 
made  on  1/17/83  through  6/30/90* 


Fidelity  Low-Priced  Stock  Fund. 

America's  only  fund  to  focus  exclusively  on  low-priced  stocks-the  "hidden  values"  in  today's  stock 
market.  These  stocks  are  generally  overlooked  by  Wall  Street,  and  often,  as  a  result,  may  offer 
outstanding  opportunity  Look  to  Fidelity  for  the  dedication  of  resources  and  expertise  to  find  those 
low-priced  stocks  ready  to  become  tomorrows  success  stories.  No  sales  charge. 


Call  Fidelity  today  for  more  information  on  Magellan  and  Growth  Company  Funds'  3%  sales  charge  and  Low-Priced  Stock  Fund's  1.5%  redemption  fee  on 
shares  held  less  than  90  days  and  the  Funds'  management  fees  and  expenses,  call  or  write  for  a  free  prospectus.  Read  it  carefully  before  you  inve.st  or  send 
money  Minimum  initia;l  investment  for  each  hind  is  $2500  or  $500  for  your  1  (U  or  Keogh.  Share  price  and  total  returns  w  ill  var\  and  you  may  have  a  loss 
or  gain  when  you  sell  your  shares.  Fidehty  Distributors  Corporation  (General  Distribution  Agent).  P.O.  Box  660603.  Dallas,  TX  75266-0603. 

Call  1-800-544-8888  24  hours 

Service  for  the  hearing  impaired,  TDD/1-800-544-01 18 


FMelily 


Investments 


® 


*Fund  total  returns  for  period  ending  6/30/90  are  historical  and  include  change  in  share  price,  reinvestment  of  dividends  and  capital  gains,  and  the  effect  of  the  fund's  3% 
J.     sales  charge.  The  fund  started  on  1/17/83.  Past  performance  is  no  guarantee  of  future  results.  ^According  to  Lipper  Analytical  Services,  Inc  ,  an  independent  mutual  fund 


performance  monitor 


CODE:  FORB/GRO/090390 


Some  of  the  best-managed  funds  available 
have  a  big  drawback:  a  sales  commission. 
But  sometim.es  you  can  easily  avoid  all  or 
most  of  that  commission. 


Discount  loads 


By  Christopher  Palmeri 

osT  PEOPLE  who  would  rath- 
er make  their  own  invest- 
ment decisions  than  ask  a 
broker  for  help,  and  who  arc  careful 
never  to  waste  a  dollar,  stick  to  no- 
load  funds.  Why  pay  a  sales  commis- 
sion as  high  as  8.5%  to  get  into  a  fund 
when  there  are  so  many  no-load  funds 
around?  Paying  an  8.5%  charge  means 
the  fund  has  to  gain  nearly  10%  before 
you  break  even.  But  shunning  load 
funds  can  leave  some  excellent  funds 
out  of  reach — the  Templeton  and 
American  funds,  for  instance. 

Good  news  for  penny-watchers:  It's 
possible  to  get  these  load  funds  and  a 
large  number  of  others  with  little  or 
no  load.  There  are  several  ways  to 
erase,  or  all  but  erase,  a  sales  commis- 
sion. One  is  to  buy  a  fund  through 
your  employer's  thrift  plan.  Another 
is  to  invest  a  very  large  sum.  A  third  is 
to  be  a  member  of  some  group  affiliat- 
ed with  the  sponsor  in  some  way. 

"Suppose,  for  example,  you  wanted 
to  get  into  the  Pacific  Horizon  Aggres- 
sive Growth  Fund.  This  fairly  new 
fund  (not  yet  rated  in  Forbes)  is  off  to 
a  good  start,  with  a  five-year  return  in 
the  top  15%  of  all  domestic  stock 
funds.  Turned  off  by  the  4.5%  sales 
charge?  The  prospectus  outlines  sev- 
eral classes  of  people  who  are  exempt: 
those  buying  it  through  a  corporate 
thrift  plan,  those  who  have  opened  an 
Individual  Retirement  Account  at  the 
fund's  sponsor.  Security  Pacific  Bank, 
and  customers  of  "a  discount  broker- 
dealer,  which  imposes  a  transaction 
charge." 

Charles  Schwab  &  Co.  is  the  princi- 
pal beneficiary  of  this  provision.  It 
maintains  one  big  account  with  each 
Pacific  Horizon  fund  and  runs  trades 
by  Schwab  customers  through  this 
omnibus  account,  charging  $64  for 


Ktinck  MclXinncll 
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each  buy  or  sell  order  of  $10,000.  Thl 
comes  to  a  big  saving  over  the  staf 
dard  load  charge.  (Unfortunateli 
Schwab  has  similar  trading  arrangj 
ments  with  only  about  20  funds.) 

A  more  traditional  way  to  beat  tl 
load  involves  volume  discounti 
which  are  more  accessible  than 
might  think.  In  the  main  tables  th^ 
begin  on  page  177,  we  show  the  max! 
mum  sales  charge  for  every  fund.  l| 
the  table  below  we  show  the  minf 
mums  for  a  selection  of  exceller 
funds.  These  minimums  can  be  tri^ 
gered  for  investments  as  low 
$500,000. 

You  can,  for  instance,  get  into  th| 
American  Funds  family  (maximur 
load,  5.75%)  with  no  load,  by  plunl 
ing  down  $1  million.  That's  a  largl 
sum,  but  It  can  be  divided  among  varl 
ous  funds  in  the  fund  family  and  varij 
ous  owners  and  trusts  within  yoi 
family. 

John  Templeton's  famous  Growtl] 
and  World  funds  have  always  carried , 
stiff  8.5%  maximum  load,  but  thJ 
load  drops  to  0.5%  for  purchases  ovel 
$2  million.  For  a  wealthy  investol 
planning  to  stay  in  the  fund  for  fivJ 
years,  that's  no  worse  than  an  extrJ 
0.1%  a  year  tacked  onto  the  annual 
expense  ratio.  Note  that  both  of  thes/ 
funds  have  a  bargain  expense  ratio  ol 
0.7%,  half  the  average  for  stock  funds| 
In  short,  for  the  right  buyer,  these 
Templeton  funds  are  every  bit  as  eco] 
nomical  as  a  good  no-load.  ■ 


Get  them  wholesale 


The  ten  funds  below  have  strong  performance  records,  low  expenses,  and 
deep  discounts  on  their  loads  if  you  are  willing  to  invest  enough  money. 


Fund 


Performance        Annual 

UP    DOWN         expenses 

markets  per  $100 


-Load- 


Maximum       Minimum 


Cardinal  Fund 


C 


$0.71 


8.50% 


1.00% 


Fundamental  Investors 


0.67 


5.75 


Lutheran  Brotherhood  Municipal 


B        B 


0.86 


5.00 


0.50 


Nationwide  Fund 


0.63 


7.50 


0.25 


New  Perspective 


0.76 


5.75 


Pacific  Horizon  Aggressive  Growth 


1.51 


4.50 


Templeton  Foreign 


0.81 


8.50 


0.50 


United  Income 


0.69 


8.50 


United  Vanguard 


0,96 


8.50 


Washington  Mutual  Investors 


0.69 


5.75 


Sources.  Momingslar  Inc  ■  Forbes. 
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HENEWCE 
MTIONVI. 


SSNA 


warming  oven.  And  an  externally 
accessible  luggage  compartment. 


The  Citation  VI  is  built  for 
comfort.  And  speed. 


With  a  cruising  speed  of  543  mph, 
time  flies  when  you  fly  a  Citation  VI. 

But  speed  is  only  one  of  the  time- 
saving  attributes  or  the  VI.  Certified  to 
fly  as  high  as  51,000  ft.,  the  VI  takes  you 
over  turbulent  weather  instead  of 
.  detouring  around  it. 

And  the  wing  of  the  VI  gives  it  out- 
standing lift  at  lower  speeds,  allowing 
you  to  land  at  most  airports  once  thought 
to  be  the  exclusive  turf  of  smaller  aircraft. 


At  $6.8  million,  no  midsize  jet 
offers  you  more  for  less  than  the 
Citation  VI. 


The  Citation  VI  offers  you  all  the 
midsize  jet  you  could  want  -  for  a  lot 
less  than  you 'd  expect. 

To  find  out  more,  call  Roy  H.  Norris, 
Senior  Vice  President  of  Marketing,  at 
1-800-4-CESSNA,  or  write  Citation 
Marketing,  Cessna  Aircraft  Co., 
P.O.  Box  7706,  Wichita,  KS  67277. 


THE  MIDSIZE 

CITRTIONVI 


Cessna 


a  General  Dynamics 
company 
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Railway  Com|W"«. 
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V    Lines  ,.   ..su.s,a.n.sofNor^ifcSou...r«Coa>or«..o. 

and  North  AmericanVan  Lines.  Inc^" 


^^N hen  the  Winds  oU^^me  Stir  the 
'^econom,,acorporationmmamtam 
"^^  itsmomentumlitmeasureseachsteip 

carefully. 

for  too  years,  in  even  the  most 

MHS^ttliM^  conditions,  T^^ 
Thoroughbred  and  its  predecessor 

companieshavedonemorethaniust 

keevtheirba\ana.lnm9,ihe 
HfltioHsmost  efficient  major  railroad 
continued  to  seel,  new,  ^i^^er  ground. 
Wit^  net  income  exceeding  $606 
million  and  revenues  of  more  t^an 
$4  5  *n,Norfollt  southern  stands 

OH  solid  footing.  Marl^tin^flexi&'l't^ 
and  an  a^^ressive  capital  improve- 
ments program  position  it  firmly  for 

tfie  future. 

Clearly,  management  can  negotiate 

new  terrain  and  stay  a  step  a^ead. 


NORFOLK 
SOUTHERN 

^i^TlwroiioWofTVansportadon. 


Taking  imaginations 
fotatiile 


It's  the  Loch  Ness  Monster  roller 
coaster  ...  a  wild  sports  car  chase 
through  the  streets  of  Paris.  .  .  an 
intergalactic  .Starf'ighter.  The  SR2 
simulator  is  all  those  things  and 
much  more,  thanks  to  a  unique 
motion-control  system  using 
advanced  electrohydraulic 
components  from  Parker. 

Go  for  a  fast 
ride  standing 
in  one  place 

Manufactured  by  Doron  Precision 
Systems,  inc..  the  SR2  simulator  is  a 
stationary  unit  capable  of  creating 
the  sensation  of  virtually  any  ground, 
water,  or  air/space  vehicle.  Since 
1978,  millions  of  people  have 
enjoyed  the  various  thrilling  SR2"s 
experiences  in  over  \5  countries 
throughout  the  world. 

As  a  star  in  the  entertainment 
field,  the  SR2  offers  a 
spectacular  array  of  rides 
that  can  be  changed  as^ 
needed  to  offer  new^ 
thrills  to  repeat 


customers.  And  central  to  the 
magical  motion  of  the  SR2  is  the 
down-to-earth  motion-control 
expertise  of  Parker. 

Parker  systems 
help  make  ttie 
experience  real 

By  working  closely  with  Doron 
at  the  initial  design  stages,  Parker  was 
able  to  develop  and  manufacture 
hydraulic  components  and  systems 
to  allow  the  SR2  a  full  and  exciting 
range  of  motion,  in  addition,  Parker 
supplied  the  hoses,  connectors,  filters, 
cylinders,  and  many  other  related 
products  to  assure  the  SR2  of  safe, 
reliable,  and  economical  operation  on 
a  demanding  daily  basis. 


Of  course,  Parker  was  a  logical 
choice  for  this  important  task  since 
our  products  are  already  in  use  on 
the  highly  sophisticated  flight 
simulators  used  to  train  military  and 
airline  pilots. 

Dividend 
performance 
passes 
the  others 

As  a  $2. .^8  billion  worldwide 
enterprise,  Parker  is  the  largest 
company  in  the  motion-control 
industry,  with  impressive  growth 
potential. 

Parker  has  over  800  product  lines 
in  hydraulic,  pneumatic,  and 
electromechanical  applications.  In 
motion  control,  no  single  competitor 
presents  a  product  line  as  broad  as 
Parker's. 

Our  shareholders  have  benefited 
from  this  diversity  with  34 
consecutive  fiscal  years  of 
dividend  increa.ses  and 

161  consecutive 
,  ,    quarterly  dividends 
For  more 
information, 
write: 

Parker  Hannifin 
Corporation 
Dept.  FB-14 
7325  Euclid 
Avenue 
Cleveland 
44112-1290 
Ohio 

(PH-NYSE) 
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A  partnership  in  vital  technologies. 


Parker 


'ou  can  buy  a  German  company  because 
very  one  is  clamoring  for  Europe,  or  you 
an  buy  it  because  it's  cheap.  David  Fisher 
ises  the  latter  approach. 

An  international 
perspective 


By  Sazanne  L.  Oliver 


DAVID  Fisher,  one  of  the  six 
portfolio  counselors  of  the 
New  Perspective  Fund,  was  re- 
:ntly  walking  through  Prague's 
'enceslas  Square.  He  was  startled  to 
:e  an  East  German  Trabant  automo- 
le  painted  gold  and  perched  on  four 
ephant-size  plastic  legs.  Hanging  on 
le  awkward  beast  was  a  sign  reading, 
rhe  only  way  this  car  can  get  around 
on  its  legs."  That  should  have  made 
sher  feel  good.  It  emphasizes  how 
idly  Eastern  Europe's  industries 
ied  modernizing.  All  the  better  for 
s  fund's  investments  in  companies 
<e  West  Germany's  Bilfinger  &. 
;rger,  a  construction  company, 
rms  like  this  will  surely  play  a  ma- 
r  role  in  rebuilding  the  Eastern  Euro- 
;an  factories  that  produce  such  in- 


dustrial atrocities  as  the  Trabant. 

Unlike  other  funds  whose  manag- 
ers rushed  into  European  investments 
in  a  fad-following  swarm  as  the  Berlin 
Wall  came  down,  Fisher's  New  Per- 
spective Fund  has  been  looking  at 
German  stocks  since  it  was  created  in 
1973.  It  bought  Bilfinger  &.  Berger  in 
1985  at  an  average  cost  per  share  of 
$63,  or  1 1  times  earnings.  Recently 
the  stock  traded  at  $588. 

"We  weren't  smart  enough  to  know 
what  was  going  to  happen  in  Eastern 
Europe,  but  we  were  smart  enough  to 
see  that  Bilfinger  &  Berger  was  a 
cheap  stock,"  says  Fisher,  50,  who  has 
been  a  portfolio  counselor  of  the  New 
Perspective  Fund  for  14  years.  In  addi- 
tion, he  is  in  charge  of  international 
research  and  comanages  two  other 
funds  in  the  $30  billion  American 
Funds  Group  of  Los  Angeles-based 
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Capital  Research  &.  Management. 

New  Perspective,  active  interna- 
tionally since  it  was  started,  now  has 
49%  of  its  assets  in  foreign  stocks. 
New  Perspective's  oldest  overseas 
holding.  Lend  Lease  Corp.,  dates  back 
to  1975.  Indeed,  the  portfolio  has  a 
very  low  turnover  of  29%  (against  the 
average  stock  fund's  89%),  which 
means  that  investors  are  not  losing 
money  to  commissions  and  bid/ask 
spreads.  Other  expenses  are  held  to  76 
cents  annually  per  $100  of  assets,  half 
the  stock  fund  norm.  The  maximum 
sales  charge  is  5.75%,  but  you  can 
duck  that  cost  in  some  cases  (see  story, 
p.  140). 

Wall  Street's  eyes  are  on  Eastern 
Europe — some  20  funds  specializing 
in  that  part  of  the  world  have  come 
out  in  the  past  12  months,  according 
to  Michael  Lipper,  the  New  York- 
based  fund  expert — but  Fisher's  "in- 
frastructure" theme  goes  far  beyond 
the  Trabant  in  Wenceslas  Square.  "It 
is  not  just  Eastern  Europe  where  tre- 
mendous work  needs  to  be  done,  but 
China,  Thailand,  Malaysia,  Brazil,  Ar- 
gentina and  Mexico,"  says  Fisher. 
"We  really  believe  that  the  globaliza- 
tion of  the  world  will  continue  at  a 
rapid  pace." 

Among  other  things,  globalization 
means  that  the  distinction  between 
American  multinationals  and  foreign 
multinationals  is  disappearing.  "Look 
at  Dow,  ici  and  Hoechst.  Just  from 
the  product  mix  and  geographical 
sales  of  the  companies,  you  couldn't 
tell  one  from  the  other.  The  fact  that 
one  is  based  in  the  U.S.,  one  in  the 
U.K.  and  one  in  Germany  is  virtually 
immaterial,"  Fisher  opines. 

For  example.  New  Perspective  has 
many  positions  in  Swedish  stocks, 
but  Fisher  points  out  that  only  about 
25%  of  the  sales  of  these  companies 
are  made  in  Sweden;  they  are  essen- 
tially international  companies.  So 
Fisher  doesn't  feel  that  the  fund  is 
overexposed  in  Sweden.  This  global 
view  also  works  in  the  research  de- 
partment at  American  Funds,  where 
analysts  follow  their  industries 
around  the  world  rather  than  by  re- 
gion, with  the  help  of  research  bu- 
reaus in  Hong  Kong,  Tokyo,  Singa- 
pore, Geneva  and  London. 

The  firm's  analysts  pick  stocks  the 
old-fashioned  way:  by  reading  balance 
sheets.  They  compare  a  company's 
market  capitalization  to  the  price 
they  figure  an  acquirer  would  pay  for 
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Why  itls  important 
establish  a  National  E 


A  "SHORT-TERM"  PROBLEM  WILL 
TAKE  DECADES  AND  COST  BILLIONS. 

Alarmed  by  the  poisoning  of  our 
environment  at  Love  Canal  and  other  toxic 
waste  sites,  Congress  created  the  Super- 
fund  program  ten  years  ago.  Superfund 
was  intended  to  be  a  short-term  cleanup 
program  for  the  most  serious  hazardous 
waste  sites  across  the  country 

More  than  a  decade  later,  its  painfully 
clear  that  cleaning  up  hazardous  waste  is 
not  a  short-term  problem  for  America.  It 
will  take  many  decades  and  cost  hundreds 
of  billions  of  dollars. 

Currently,  1,200  of  the  most  dangerous 
sites  have  been  selected  for  priority 
action.  Billions  of  dollars  have  been  spent, 
but  very  few  sites  have  been  cleaned  up. 
In  fact,  only  45. 

So  FAR,  ABOUT  ALL  WE'VE  DONE 

WITH  HAZARDOUS  WASTE  IS  WASTE 

TIME  AND  MONEY. 

One  problem  is  that  Superfund  requires 
establishing  liability-who  sent  what 
waste,  how  much  and  where.  And  this  has 
taken  priority  over  cleaning  up.  With  the 
cost  of  cleanup  at  just  one  site  estimated 
as  high  as  one  hundred  million  dollars, 
the  question  of  who  pays  has  serious 
consequences  for  everyone  involved. 

At  most  hazardous  waste  sites,  the 
operator  of  the  dump  caused  the  environ- 
mental harm.  But  under  Superfund, 
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everyone  who  used  the  site  is  liable  for  the 
cleanup  bill.  The  record  of  users  can  go 
back  25,  30  or  40  years  and  can  number 
in  the  hundreds.  Users  can  include  major 
corporations,  small  businesses,  local 
governments,  hospitals,  nursing  homes, 
schools,  even  individuals. 

For  example,  at  422  sites  almost  14,000 
entities  have  been  notified  by  the  govern- 
ment that  they  could  be  liable  for  the 
cleanup  cost.  And  many  of  these  entities 
have  themselves  identified  still  others. 

The  result?  A  bonanza  for  lawyers  and 
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consultants.  And  a  tragedy  for  the 
environment.  At  some  sites,  as  much  as 
60%  of  the  money  spent  goes  toward  legal 
expenses  in  costly  and  time-consuming 
efforts  to  assign  liability  instead  of  solving 
the  cleanup  problem.  An  avalanche  of  law- 
suits has  resulted,  all  aimed  at  getting 
someone  else  to  pay. 

HERE'S  AN  IDEA  THAT  DESERVES 
EVERYONE'S  CONSIDERATION. 

At  AIG,  we  think  it's  high  time  to  find  a 
better  approach  to  the  problem  of  cleaning 
up  old  hazardous  waste  sites.  One  that 
encourages  prompt  cleanup  and  spreads 
the  cost  more  broadly  And  more  equitably 

We  propose  creating  a  National 
Environmental  Trust  Fund  similar  to  the 
National  Highway  Trust  Fund.  Its 
resources  would  be  used  exclusively  for 
cleaning  up  old  hazardous  waste  sites. 
The  Fund  could  be  financed  by  adding  a 
separate  fee  to  commercial  and  industrial 
insurance  premiums  in  the  United  States. 

Even  a  modest  assessment,  say  2%  of  pre- 
miums and  an  equivalent  amount  for  self 
insurers,  would  provide  about  $40  billion 
over  the  next  decade,  more  than  enough  to 
deal  with  the  1,200  highest-priority  sites. 

A  national  advisory  board  of  private  cit- 
izens, industry  and  public  officials  could 
be  charged  with  overseeing  the  program. 
We  also  suggest  giving  consideration  to 
establishing  local  technical  monitoring 
committees  in  each  community  These 


groups  would  be  composed  of  local  cit- 
izens, industry  and  others  who  would 
work  with  the  Environmental  Protection 
Agency  and  the  state  on  the  particular 
cleanup  site,  from  the  very  beginning  of 
the  cleanup  effort. 

Just  think.  A  new  way  to  finance 
Superfund's  mission  without  the  need  for 
new  taxes,  a  new  government  agency  or 
expensive  and  unproductive  lawsuits. 

Why  is  AIG  RUNNING  ADS  LIKE  THIS? 

AIG  (American  International  Group)  is 
the  largest  underwriter  of  commercial  and 
industrial  insurance  in  America,  and  the 
leading  U.S. -based  international  insurance 
organization.  The  nature  of  our  business 
means  we  deal  every  day  with  issues  affect- 
ing U.S.  competitiveness  and  the  future  of 
the  world  economy. 

We've  started  this  dialogue  to  encourage 
people  like  you  to  help  shape  the  future. 
Perhaps  you'll  want  to  heep  the  ball  rolling 
by  contacting  your  elected  officials,  or  an 
environmental  or  trade  group.  We  hope  you 
will.  Shouldn't  we  stop  trying  to  fix  the 
blame  and  start  fixing  the  problem? 

If  you  agree  with  this  idea  or  have 
thoughts  of  your  own  to  share,  write  to 
Mr.  M.R.  Greenberg,  Chairman,  AIG, 
70  Pine  Street,  New  York,  NY  10270. 


Worid  leaders  in  insurance 
and  financial  services. 


A  portfolio  designed  by  a  committee 


If  one  smart  money  manager  can  produce  superb 
results,  what  do  you  get  from,  say,  four  smart  money 
managers?  Often,  mediocrity.  Merrill  Lynch's  Liberty 
All-Star  Equity  Fund  and  Shearson's  Multiple  Opportu- 
nities Portfolio  (see  p.  134)  are  cases  in  point.  The 
relatively  poor  showings  of  these  two  funds  call  to 
mind  the  old  saying  that  a  camel  is  a  horse  designed  by 
a  committee. 

But  here's  a  camel  that  runs  like  a  horse.  The  rule 
that  committees  make  poor  fund  managers  has  a  dra- 
matic exception  at  Capital  Research  &  Management,  a 
Los  Angeles  firm  that  runs  the  $30  billion  American 
Funds  Group  family. 

Each  equity  fund's  assets  are  split  among  four  to  six 
portfolio  managers.  Another  portion  of  a  fund's  assets 
is  managed  by  analysts  in  the  80-person  research  de- 
partment— a  kind  of  apprentice  system  for  future  fund 
managers.  Fund  managers  get  bonuses  based  on  the 
performance  of  their  individual  pieces  of  a  portfolio, 
but,  as  shareholders  in  this  employee-owned  advisory 


company,  they  also  benefit  from  the  group's  overall 
performance. 

It's  a  system  that  rarely  delivers  extraordinary  perfor- 
mance but  does  foster  a  degree  of  consistency  and  low 
risk  seen  in  few  other  fund  groups.  American  Funds 
Group  has  ten  stock  and  balanced  funds  around  long 
enough  (two  market  cycles,  or  seven  years)  to  be  rated 
in  the  Forbes  system.  Every  single  one  of  them  gets  a  B 
or  A  grade  for  downmarket  performance.  Two  of  them 
appear  on  the  honor  roll  on  page  126. 

Ion  Lovelace,  63,  chairman  of  Capital  Research  and 
president  of  the  New  Perspective  Fund,  says  investors 
are  better  off  with  a  well-trained  committee  than  with 
a  single  star.  "If  one  manager  leaves  the  fund,  there  are 
four  or  five  others  who  know  what  to  do,"  he  says. 
Sponsors  are  also  often  better  off  with  committees  than 
with  stars.  How  is  Fidelity  going  to  keep  buyers  inter- 
ested in  Magellan  now  that  Peter  Lynch  is  gone?  Capi- 
tal Research  &  Management  doesn't  have  that  sort  of 
problem.— S.L.O. 


the  whole  company.  "We  have  no 
strict  rules  about  price/earnings, 
price/book  value  or  price/cash  flow 
ratios,"  says  Fisher.  The  style  is  remi- 
niscent of  the  great  John  Templeton, 
who  has  certain  definite,  if  hard  to 
quantify,  notions  of  value  that  he  ap- 
plies as  readily  in  Malaysia  as  in  the 
U.S.  or  the  U.K.  The  Templeton 
Growth  Fund  has  multiplied  an  origi- 
nal stake  120-fold  since  the  fund 
opened  in  1954,  although  in  the  past 


ten  years  it  has  fallen  somewhat  be- 
hind New  Perspective. 

New  Perspective's  eclectic  posi- 
tions begin  with  Philip  Morris  as  the 
largest  and  range  from  Singapore  Air- 
lines to  cs  Holding,  a  Swiss  bank,  to 
Hutchison  Whampoa  of  Hong  Kong. 
Whampoa  dates  back  to  a  19th-centu- 
ry British  trading  house.  Recently  it 
joined  a  $3  billion  bid  for  the  junk 
bond  portfolio  of  troubled  Columbia 
Savings  &  Loan  (Forbes,  Aug.  20). 


Capitalizing  on  the  euphoria  ove 
the  reawakening  in  Eastern  Europe 
brokers  have  rushed  a  steady  strean 
of  new  European  funds  to  market.  Thi 
best  way  to  invest,  though,  is  not  t( 
dive  into  a  wave  of  euphoria.  Don' 
buy  a  fund  merely  because  it  special 
izes  in  some  country  that  was  hot  las 
year.  Better  to  pick  a  fund  with 
record  of  consistent  performance  in  . 
variety  of  overseas  markets.  New  Per 
spective  is  one  of  those  funds.  ■ 


Lost  in  the  flurry  of  one-country  fund  is- 
sues, the  Irish  Investment  Fund  is  trading 
at  a  very  tempting  discount  to  net  assets. 


A  bargain 


By  Michael  Fritz 


HARRY  Hartford,  manager  of 
the  recently  launched  Irish  In- 
vestment Fund,  peers  out  the 
window  of  his  office  in  the  Invest- 
ment Bank  of  Ireland's  Dublin  head- 
quarters. He  sees  construction  cranes 
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dotting  the  skyline. 

Once-sleepy  Dublin  is  waking  up, 
as  foreign  financial  outfits  set  up  oper- 
ations to  take  advantage  of  the  coun- 
try's attractive  tax  structure.  The 
economy  of  the  Republic  of  Ireland 
has  come  a  long  way  from  the  dark 
days  of  the  early  1980s.  In  the  last 


decade  Ireland  has  pared  its  budge 
deficit  from  16%  of  gnp  to  2.4%  an( 
reined  in  inflation  from  20%  to  4% 
enabling  the  economy  to  expand  a 
3.5%  annually. 

All  this  has  helped  elevate  th 
fledgling  Irish  stock  exchange  to  sta 
performer  among  equity  markets.  Fo 


FORBES,  SEPTEMBERS,  1990 


A  New  Addition  To  Vanguard's  Family  Of  Index  Funds 

INTRODUCING 

VANGUARD  INTERNATIONAL 

EQUITY  INDEX  FUND 


The  growth  in  international  stock  markets 
has  considerably  outpaced  that  of  the  U.S. 
stock  market  over  the  last  decade.  Almost 
two-thirds  of  the  world's  equity  market  capital- 
ization now  lies  outside  the  United  States. 

As  a  result  of  the  dramatic  evolution  of  the 
European  economy  and  the  continuing  growth 
of  Pacific  economies,  considering  interna- 
tional stocks  as  a  way  to  diversify  your  port- 
folio makes  sound  investment  sense. 

2  Investment  Opportunities 

The  new  no-load  Vanguard  International 
Equity  Index  Fund  offers  two  broadly  diver- 
sified Portfolios,  giving  you  the  flexibility  to 
customize  your  own  international  fund. 

You  can  invest  in  either  the  European 
or  Pacific  markets— or  you  can  invest  in  both 
regions  if  you  choose. 

The  European  Portfolio 

This  Portfolio  seeks  investment  results  paral- 
leling those  of  the  Morgan  Stanley  Capital 
International  Europe  (FREE)  Index*— an 
unmanaged  index  consisting  of  the  securities 
of  nearly  600  companies  in  13  European 
countries. 

The  Pacific  Portfolio 

This  Portfolio  seeks  investment  results  paral- 
leling those  of  the  unmanaged  Morgan  Stan- 
ley Capital  International  Pacific  Index,*  con- 
sisting of  more  than  400  securities  from  Japan 
(whose  stocks  are  the  major  Index  compo- 
nent), Australia,  New  Zealand,  Hong  Kong, 
and  Singapore. 

International  investing  is  not  without  risk, 
of  course.  Foreign  stocks  exhibit  the  inherent 
volatility  associated  with  equity  investing. 
And  an  investor's  return  is  also  affected  by 
both  currency  risk  and  country  risk. 


Plus  the  4  Advantages  of  Indexing 

Vanguard— the  leader  in  mutual  fund  indexing 
—introduced  indexing  to  the  individual  inves- 
tor in  1976,  and  presently  manages  more  than 
$3  billion  in  indexed  assets. 

The  Fund  brings  the  benefits  of  indexing 
to  individual  investors  interested  in  the  inter- 
national area.  The  Fund  seeks  to  offer: 

•  Broad  diversification  through  investment  in 
hundreds  of  stocks  in  each  of  the  two  indexes. 

•  Relative  predictability  compared  to  the  per- 
formance of  the  two  target  indexes. 

•  Low  operating  costs  resulting  from  manage- 
ment on  an  at-cost  basis  by  Vanguard's 
investment  staff. 

•  Low  transaction  costs  resulting  from  mini- 
mum portfolio  turnover.  Share  purchases 
include  a  1%  transaction  fee,  paid  to  the 
Fund,  to  offset  the  higher  costs  of  buying 
foreign  stocks. 

The  minimum  initial  investment  for  this  fund  is 
$3,000;  $500  for  IRAs. 

Please  read  the  Fund's  prospectus  carefully  before  you  invest 
or  send  money  It  contains  complete  information  on  the  trans- 
action fee,  distribution  charges  and  other  expenses. 

Call  ]'800'662'SHIP 

Any  Day,  Any  Hour 
For  A  Free  Information  Kit 

♦Vanguard  International  Equity  Index  Fund  is  neither 
sponsored  by  nor  affiliated  with  Morgan  Stanley  Capital 
International.  Fast  performance  of  course,  can't  guarantee 
the  future  results  of  either  the  Indexes  or  the  Fund. 

TH^^<aiardGROUP 

C^OF  INVESTMENT  CDMPANIES. 


Irish  Imvstmcmt  l-'und  niatmger  Harr\'  Hartford 

"The  market  is  so  small  we  know  the  companies  intimately.' 


the  five  years  ended  December  1989, 
the  Dublin  exchange  returned  an  av- 
erage 47%  annually,  more  than  tw^ice 
the  gain  for  the  s&p  500  and  w^ell 
ahead  of  the  Japanese,  German  and 
U.K.  markets.  Yet  Irish  stocks  still 
trade  at  a  modest  10  times  1990  earn- 
ings, versus  12.6  for  the  s&p  500. 

Want  a  piece  of  the  action?  The 
folks  at  the  Bank  of  Ireland  have  creat- 
ed the  Irish  Investment  Fund,  a  $55 
million  closed-end  stock  fund  that  in- 
vests at  least  65%  of  its  assets  in 
publicly  traded  Irish  companies. 

Investors  who  bought  the  fund  at  its 
$12  initial  offering  price  in  March,  a 
7%  premium  to  net  asset  value,  aren't 
doing  very  well.  The  shares  have  sunk 
to  8%,  or  21%  under  the  recent  $10.88 
net  asset  value.  Their  loss  is  your 
gain.  This  could  well  be  one  of  the 
better  bargains  among  closed-end 
country  funds,  even  with  its  1.8% 
expense  ratio. 

With  only  119  listings  and  a  market 
capitalization  of  $13.2  billion,  the 
Irish  Stock  Exchange  is  elfin:  Last 
year's  $5.7  billion  trading  volume 
roughly  equaled  a  single  day's  trading 
volume  on  the  nyse. 

"The  market  is  so  small  we  know 
all  the  companies  quite  intimately," 
says  Hartford,  31,  who  studied  eco- 
nomics at  Dublin's  Trinity  College 
and  Oklahoma  State  University. 

The  fund  favors  financial  services, 
construction  and  food  stocks,  which 
are  benefiting  the  most  from  Ireland's 
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economic  expansion.  One  of  its  larg- 
est holdings  is  Bank  of  Ireland  com- 
petitor AiB  Pic,  which  controls  more 
than  40%  of  Irish  retail  bank  deposits. 
AIB,  which  has  already  written  off 
most  of  its  Third  World  debt,  trades  at 


7.4  times  estimated  1990  eamingJ 
Another  big  one  is  crh  Pic,  Ireland] 
largest  maker  of  cement,  with  a  five^ 
year  annual  earnings  growth  of  30"j| 
and  a  p/e  of  9.6. 

Power  Corp.  develops  offices  anl 
shopping  malls  like  the  Trocadero  r^ 
tailing  complex  in  London.  Powerl 
earnings  have  grown  from   180,00| 
Irish  pounds  to  8  million  pounds  ove 
the  last  five  years,  and  the  company  i 
trading  at  a  multiple  of  14.3.  But  tl 
real  attraction  is  that,  at  a  recent  I.4| 
Irish  pounds  per  share.  Power  trade 
at  a  31%  discount  to  its  asset  value. 

Assets  and  earnings  aren't  the  onl| 
game.  Hartford  took  a  stake  in  cor 
glomerate  James  Crean  Pic,  with  of 
erations  in  food  manufacturing  anl 
distribution,  aircraft  leasing  and  ele(f 
trical  products,  because  he  likes  tl 
management.   "Raymond  McLougl; 
lin,  Crean's  managing  director,  is 
master  at  making  small  acquisitior 
at  low  prices  and  then  growing  th| 
businesses,"  says  Hartford,  who  e? 
pects  Crean's  earnings  to  grow  at 
more  than  15%  rate  for  a  good  man| 
years.  He  thinks  the  stock  is  a  rea 
buy  at  just  II  times  1990  earnings. 

A  closed-end  Japanese  investmer 
company  trading  at  a  discount  to  it 
net  asset  value  might  or  might  not  bl 
a  bargain,  what  with  the  Japanes| 
market  trading  at  such  lofty  multiple 
of  earnings.  But  an  Irish  fund  doesn] 
have  that  problem.  ■ 


Serious  connoisseurs  of  closed-ends  don\ 
stop  at  the  border.  They  keep  an  eye  on  th 
discounts  that  pop  up  in  London. 

The  British 
angle 


By  Peter  Fnhrman 


B' 


RITAIN  S     INVESTMENT     TRUSTS 

are    living    financial    fossils. 

Identical  in  most  respects  to 
U.S.  closed-end  funds,  the  trusts  go 
back  to  the  19th  century,  when  Brit- 
ish capital  was  invested  in  U.S.  rail- 
roads and  land  mortgages. 


But  they  are  sprightly  fossils  an( 
worthy  of  consideration  by  U.S.  in 
vestors.  Most  of  them  confine  thei 
portfolios  to  actively  traded  stocks 
Their  attraction  for  U.S.  investors 
Prices  at  often  significant  discount! 
to  net  assets,  moderate  expense  ratios 
and,  occasionally,  excellent  perfor 
mance  records.   And   now   there   i! 


FORBES,  SEPTEMBERS,  1990, 


ipC  . 


'*  Hit' 


J"  pMorris  Companies  Inc.  1990 


The  Bill  of  Rights 
was  not  ordained 
by  nature  or  God. 
It's  very  human, 
very  fragile!' 


BARBARA  JORDAN 
FORMER  MEMBER  OF  THE 
HOUSE  OF  REPRESENTATIVES 


'  The  Bill  of  Rights  has  been 
a  source  of  comfort  for  me. 

"While  I  was  bom  into  pov- 
erty, I  knew  it  didn't  have  to  be  a 
permanent  condition.  I  was  free 
to  do  whatever  I  wanted  to  do. 
And  the  liberating  force  through- 
out my  life  and  career  has  been 
the  Bill  of  Rights. 

"It's  where  the  United  States 
of  America  comes  to  life.  With- 
out it,  this  country  as  we  know  it 
would  cease  to  exist." 


Philip  Morris  Companies  Inc. 

KBAf  I  GENERAL  FOODS  •  MILIER  BREWING  COMPANY  ■  PHILIP  MORRIS  USA 


c  Philip  Morris  Companies  Inc.  insupport  of  the  National  Archives'  celebration  of  the  200thanniversary  of  the  Bill  of  Rights.  For  a  free  copy  of  this  historic 
h'  iment,  call  1  800-552-2222,  or  write  Bill  of  Rights  •  Philip  Morris  Companies  Inc.  •  2020  Pennsylvania  Ave  N.W  •  Suite  533  •  Washington  DC.  20006 


some  prospect  of  takeovers 
that  would  shrink  the  dis- 
counts and  provide  a  quick 
profit  to  shareholders. 

The  London  Stock  Ex- 
change trades  200  invest- 
ment trusts,  with  combined 
assets  of  $35  billion.  They 
offer  a  tax  advantage  for  Brit- 
ish citizens,  who  pay  taxes 
on  undistributed  capital 
gains  only  when  they  cash 
out.  U.S.  investors  don't  get 
that  advantage  but  fare  no 
worse  than  they  would  in  a 
U.S.  fund. 

Performance?  The  best  of 
them  can  hold  their  own 
with  U.S. -based  funds,  gt  Ja- 
pan, for  instance,  has  aver- 
aged a  24%  compound  annu- 
al return  (in  sterling)  over  the 
past  five  years;  Foreign  &  Co- 
lonial, 15%.  U.S.  investors 
would  have  done  considera- 
bly better,  since  the  pound  is  perched 
31%  higher  against  the  U.S.  dollar 
than  in  July  1985. 

But  note  that  while  currency  fluc- 
tuations mean  U.S.  buyers  of  British 
trusts  can  wind  up  with  better  or 
worse  returns  than  U.K.  buyers,  the 
currency  risk  of  any  fund  is  simply  a 
function  of  the  currencies  of  its  port- 
folio stocks.  For  a  U.S.  investor,  gt 
Japan  has  the  same  exposure  to  the 
yen,  the  Hong  Kong  dollar  and  so  on 
that  a  U.S. -based  fund  buying  the 
same  stocks  would  have.  Govett  At- 
lantic is  a  British  trust  that  invests 
almost  solely  in  U.S.  stocks.  There  is 
virtually  no  currency  risk  in  it  for  a 
U.S.  investor.  If  the  dollar  appreciates 
against  the  pound,  Govett's  portfolio 
will  translate  into  a  higher  pound  val- 
ue— but  the  higher  pound  price  of  Go- 
vett shares  in  London  will  translate 
into  the  same  dollar  value  as  before. 

Of  course,  you  don't  have  to  go  to 
London  to  get  exposure  to  overseas 
markets  (see foreign  funds  table,  p.  212). 
But  a  good  reason  for  considering  Brit- 
ish investment  trusts  is  that  some  of 
those  rather  plump  discounts  to  net 
asset  value  may  be  narrowing  in  com- 
ing years,  under  pressure  from  raid- 
ers— as  in  the  U.S.  Until  recently  the 
British  have  viewed  hostile  raids  on 
investment  funds  as  just  not  cricket. 
All  that  changed  in  July,  when  the 
Globe  Investment  Trust,  Britain's 
largest,  with  assets  of  nearly  $2  bil- 
lion, succumbed  to  a  raid  by  the  pen- 
sion fund  for  British  coal  miners.  The 
coal  miners  did  well,  buying  up  shares 
that  started  out  at  a  20%  discount  to 
net  asset  value  and  will  be  worth  full 
value,  since  the  pension  fund  will 
soon  take  control  of  the  assets. 


Patrick  McDonnell 


broker.  But  you  can  contac 
the  funds  directly  for  inf  orm 
tion.  The  best  general  r 
source  is  the  Association  ( 
Investment  Trust  Comp; 
nies,  at  16  Finsbury  Circu 
London,  EC2.  This  trac 
group  will  sell  you  a  copy 
the  biannual  Investment  Fun  pi^ 
Index  (£7.50,  Centaur  Con 
munications,  London),  whic 
tracks  the  trusts  and  gives  a 
the  pertinent  data  on  perfo 
mance,  portfolio  weightin; 
and  dividends.  The  Herzfei 
Encyclopedia  of  Closed-Ei 
Funds  ($125,  Herzfeld  Adv: 


nKgm 


The  table  lists  several  of  the  larger 
British  investment  trusts  that  have 
good  records.  They  might  also  attract 
bust-up  bids.  Bear  in  mind  that  you 
will  have  to  pay  a  currency  conver- 
sion commission  as  well  as  a  stock- 
broker's commission  to  get  into  the 
funds.  Another  caution;  Many  invest- 
ment trusts  hold  unquoted  invest- 
ments in  real  estate  and  corporate 
startups.  Generally  speaking,  the 
higher  the  discount  the  greater  the 
percentage  of  these  illiquid  assets. 

Since  the  funds  are  careful  to  do 
nothing  that  could  be  interpreted  as 
soliciting  business  in  the  U.S. — 
which  would  get  them  into  trouble 
with  our  Securities  &  Exchange  Com- 
mission— you  may  find  it  hard  to  get 
financial  statements  from  your  U.S. 


sors,  Miami)  has  a  chapter  o 
London  closed-ends.  Shai 
prices  and  net  asset  value  dis 
counts  are  quoted  daily  in  th 
Fifmncial  Times. 

The  British  will  withhol 
15%  of  any  dividend  pa) 
ments,  even  if  you  choose  t 
reinvest  those  dividends.  The  Britis 
take,  however,  can  be  set  off  agains 
your  U.S.  taxes.  Come  Apr.  15,  yo 
must  calculate  what  capital  gain  yo 
would  have  received  if  the  trust  ha 
been  organized  as  a  U.S.  fund,  an 
declare  those  gains  on  your  tax  retu 
Those  phantom  payouts  will  reduc| 
the  capital  gain  you  will  have  to  d^ 
clare  when  you  cash  out  of  the  trust 
Neither  the  currency  conversion] 
nor  the  tax  hassles  have  scared  sma: 
investors  away  from  investme: 
trusts.  Lazard  Freres  in  New  York  ha! 
put  together  a  limited  partnershr 
that  invests  heavily  in  them.  It  was 
Lazard  partner,  Walter  Eberstadt,  wh 
described  investment  trusts  as  "th( 
biggest  pool  of  undervalued  liquid  asjoii 
sets  in  the  world 


Ms 

3k 


Discounts  over  there 


IVOU 


Wojep 


These  U.K.  investment  trusts  have  a  combined  net  worth  of  $5.5  billion 
but  a  combined  market  value  of  just  $4.7  billion.  That  gap  may  narrow. 


Fund 


Annual  5-year 

Assets  Recent        Discount      expenses    appreciation 

l$mil]  price  to  NAV         pet  $100  rate' 


Yield 


American  Trust 


$263 


$2.62 


-17.7% 


$0.42 


7.5% 


4.2% 


British  Inv  Trust 


862 


11.34 


-17.7 


0.52 


17.0 


4.7 


Fleming  Far  Eastern 


685 


3.60 


-20.7 


0.47 


26.0 


1.0 


Foreign  &  Colonial 


1,675 


2.70 


-15.5 


0.20 


21.8 


2.4 


Govett  Atlantic 


267 


2.77 


-15.9 


0.50 


8.3 


3.1 


GT  Japan 


241 


2.92 


-24.6 


0.90 


31.5 


1.0 


Scottish  Eastern 


757 


1.01 


-15.1 


0.28 


19.0 


2.9 


Scottish  Investment 


880 


.2.85 


-17.8 


0.29 


17.1 


3.4 


'Compound  annual  appreciation  to  7/31/90  in  U.S.  dollar  value  of  trust's  net  assets  per  share.  Assumes  I '"'  if3 
capital  gains  but  not  income  dividends  are  reinvested,  BWllfm 

Sources:  Datastream:  Investment  Fund  Index,  ttti,.. 
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AHieiiever  your  business  tates  you, 
witli  Alamo,  all  the  miles  are  free. 


i iitrif  s  uiiJy  one  place  you  can  do  business  in  Imlay,  Nevada.  At  The  V  illdgc  Siuic  yuu  can  buy  a  quart  of  mill<,  a  dozen  eggs,  or 
a  box  of  live  bait.  You  can  rent  an  old  movie,  make  a  copy  of  your  resume,  or  just  sit  out  front  and  watch  the  world  go  by 


The  last  thing  you  want 
to  do  when  you're  on 
the  road  is  spend  a  lot 
of  time  renting  a  car. 
Why  not  join  Alamo 
Express"?  It's  our 
fastest  and  easiest 


JOHNSON 

SPACE  CENTER 

NO  ADMITTANCE 


'''*H3X7 


way  to  rent  and  return  a  car. 


I  lou  have  business  in  Houston,  we 
:  help  you  get  there.  But,  while  we  do 
\ ,  e  90  locations,  thfey  are  limited 
ust  one  planet. 


You've  probably 

seen  a  cheese  shop 

that  looks  like  cheese 

or  a  hot  dog  stand  that 

looks  like  a  hot  dog.  This  place 
is  in  the  Los  Angeles  sub- 
urb of  Westminster  Isn't 
the  architecture  of  Southern 
California  special? 


Alamo 

Rent  A  Car 


Where  all  the  miles 
are  free"" 


^  no  features  fine  General  Motors  cars  like  this  Buick  Park  Avenue. 
^  jvith  unlimited  free  mileage,  every  day,  at  every  one  of  our  90 

tions  in  the  U.S.  and  Great  Britain.  For  reservations  call  your  

Flfessional  Travel  Agent  or  call  Alamo  directly  at  1-800-GO-ALAMO. 


®I990.  Alamo  Rent  A  Car,  Inc. 


Real  estate  has  been  weak  in  the  past  few 
years — which  makes  it  cheap  now  and  po- 
tentially a  good  inflation  hedge. 


Real  estate  funds 


By  Suzanne  L.  Oliver 


Tl  HE  Resolution  Trust  Corp.  is 
about  to  smother  the  real  estate 
market  with  $17  billion  in  prop- 
erty. Office  vacancy  rates  in  Denver, 
Miami  and  Phoenix  are  all  above 
20%,  according  to  Coldw^ell  Banker. 
Real  estate  investment  trusts  (closed- 
end  funds  that  own  buildings  or  mort- 
gages) have  done  terribly  since  1987. 

Sounds  pretty  grim.  But  Gregory 
Sigmund  of  A.G.  Edwards  &.  Sons  in 
St.  Louis  reads  in  all  this  a  bullish 
sign:  If  real  estate  is  cheap,  now  is  the 
time  to  get  in.  Sigmund,  to  be  sure, 
has  a  bias.  As  an  analyst  who  follows 
the  realty  trust  industry  and  works  for 
a  broker  that  makes  its  money  mov- 
ing the  merchandise,  he  would  find  it 
hard  to  declare  that  the  whole  sector 
should  be  avoided.  But  at  least  Sig- 
mund, 28,  takes  an  activist  approach 
to  research.  He  tries  to  "kick  the 
bricks,"  with  visits  to  as  many  as  ten 
properties  for  each  reit. 

A  REIT,  or  real  estate  investment 
trust,  is  the  real  estate  equivalent  of  a 
mutual  fund.  A  "conduit"  for  tax  pur- 
poses, like  a  mutual  fund,  it  pays  no 
federal  income  taxes  itself  and  must 
distribute  almost  all  of  its  taxable  in- 
come to  shareholders.  An  equity  reit 
gets  most  of  that  income  from  rents 
and  capital  gains,  while  a  mortgage 
REIT  gets  its  income  from  a  portfolio 
of  mortgage  loans. 

REITS  aren't  covered  in  our  fund  ta- 
bles beginnmg  on  page  177,  largely 
because  they  are  so  incomparable 
with  other  funds.  Most  funds  own 
very  liquid  assets,  namely,  securities; 
REITS  own  buildings  and  mortgages, 
which  are  not  liquid.  We  rate  closed- 
end  securities  funds  on  their  net  asset 
value  per  share;  the  corresponding  fig- 
ure for  a  REIT,  the  book  value,  is  not  a 
meaningful  measure  of  performance. 


Some  REITS  publish  estimates  of  their 
liquidating  value,  but  they  are  only 
estimates. 

That  said,  reits  can  be  compared, 
and  they  make  a  very  plausible  vehi- 
cle for  lowering  risk  in  an  investment 
portfolio.  Equity  positions  in  real  es- 
tate are  a  hedge  against  inflation,  and 
arguably  a  much  better  hedge  than, 
say,  precious  metals.  Buildings  throw 
off  income.  Gold  doesn't.  Sigmund 
points  out  that  the  yield  of  equity 
REITS  relative  to  the  yield  on  govern- 
ment bonds  is  near  its  alltime  high. 

The  first  thing  to  look  for  in  a  reit, 
Sigmund  says,  is  an  active  and  proven 
management,  reits  vary  greatly  in 
how  active  they  are.  Some,  like  Feder- 
al Realty  Investment,  have  a  staff  that 
seeks  out  properties,  improves  them 
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and  operates  them.  Others  don't  ma 
age  the  buildings  they  own.  Oni 
Pittsburgh  &  West  Virginia  Railroa 
does  nothing  more  than  cash  rent 
checks  on  trackage. 

In  slow  markets  like  today's,  equit 
REITS  are  able  to  upgrade  their  proper] 
ties  and  increase  cash  flow,  whi 
mortgage  reits  are  at  the  mercy  ol 
developers.  Developers  may  let  prop 
erties  go  to  pot  or  overreach  them| 
selves — as  vms  Realty  Partners  di 
dealing  a  mighty  blow  to  the  eighj 
VMS  mortgage  reits  that  had  lenj 
money  to  this  syndicator.  Lomas 
Nettleton  Mortgage  Investors  hai 
been  dragged  down  by  troubles  of  iti 
sponsor.  Mortgage  &  Realty  Trust  hai 
gone  Chapter  1 1. 

Such  casualties  have  helped  brinj 
down  the  prices  of  many  reits  ti 
three-year  lows.  Result:  Over  the  pasi 
three  years  equity  reits  showed 
average  annual  total  return  (shan 
price  gains  plus  dividends)  of  scarce! 
1%.  But  they  look  much  better  ove: 
the  long  haul,  with  a  compound  averj 
age  return  through  the  end  of  1989  o: 
16.7%  a  year,  according  to  an  index 
maintained  by  the  National  Associa- 
tion of  REITS.  The  S&.P  500  did  slightly 
better  with  a  17.5%  average  return, 
but  with  considerably  more  volatility 
along  the  way. 

In  this  collection  are  a  few  gems. 


Patrick  McDonnell  f 
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^AFE  AND  SECURE 


The  Intelligent  Choice 
For  Safety  And  Security. 

The  Guardian. 

Today,  you  can't  be  too  safe. 
Or  too  secure. 

For  over  one  hundred  and  thirty  years, 
clients  of  The  Guardian  have  felt  both  safe 
and  secure.  Because  we  avoid  unnecessary 
risks  and  take  a  sure-footed  approach  to 
the  management  of  our  finances. 

The  Guardian  is  one  of  only  a  handful 
of  life  companies  that  have  earned 
Moody's  highest  rating  of  Aaa.  We  were 
evaluated  on  our  "claims-paying  ability" 
— our  financial  strength  to  pay  future  life 
insurance  benefits  to  protect  your  family. 

The  Envy  (»f  the  IJfe  liiduntry 

The  Guardian's  capitalization  ratio  of 
13.1%,*  the  prime  measure  of  financial 
strength  and  solvency,  is  twice  the 
industry  average. 

That  means  we  have  the  financial  muscle 
to  develop  better  policy  benefits  and  provide 
our  agents  with  the  necessary  support 
that  results  in  superior  service. 

IVIake  The  Intelligent  (Ihoice 

Find  out  more  about  The  Guardian's  Life 
Insurance.  Or  Group  Insurance,  Income 
Protection,  Equity  Products  or  Asset 
Management. 

Call  1  •800-662-1006. 

We'll  provide  you  with  all  the  facts  for 
your  safety  and  security. 


W  TheGuardi 


lan^ 


The  lilt  ell  I^fMit  ('lioice" 

Since  1860 


©1990 The  Guardian  Life  insuranceCompany  of  America 
"Surplus  and  MSVR  divided  by  assets  in  1989 


NEVER 

UNDERESTIMATE 

THE     POWER 

OF     CASH. 


©1990  Georgia-Pacific  Corporation  All  Rights  Reserved. 


It's  no  secret  that  when  we  bought 
Great  Northern  Nekoosa,  we  took  on  some  debt. 

Wall  Street  noticed. 

But  it's  also  no  secret  that  we  acquired  a  world-class  paper 
company  with  a  very  large  cash  flow 

Wall  Street  noticed. 

Add  to  that  our  own  substantial  cash  flow,  and  the  picture 

gets  clearer  Because  the  simple  fact  is,  the  new  Georgia-Pacific 

will  be  capable  of  generating  1.5  billion  dollars  in  annual 

cash  flow  from  operations.  And  when  combined  with  the 

possible  sale  of  non-strategic  assets,  we  should  retire  our  debt 

far  quicker  than  many  expected. 

And  that's  the  sort  of  news  all  kinds  of  people  notice. 
Especially  our  shareholders. 


Georgia-I^cific     ^ 


Annual 
Fund  Ratings 


New  Plan  Realty  has  a  ten-year  aver- 
age annual  return  of  26%.  New  Plan 
buys  run-down  shopping  centers  in 
the  mid-Atlantic  states  at  50%  of  re- 
placement cost  or  less,  then  renovates 
the  properties.  The  company  has  $4 
per  share  in  cash,  which  should  help  it 
compete  for  new  acquisitions.  Sig- 
mund  expects  a  9-cent  increase  in  the 
dividend  next  year,  to  $1.14.  The 
stock  is  one  of  the  more  expensive 
REITS,  selling  at  17  times  expected 
1990  cash  flow,  cash  flow  being  de- 
fined as  net  income  (excluding  capital 
gains)  plus  depreciation. 

Western  Investment  is  a  bet  on  pop- 
ulation growth  in  California  and  Ne- 
vada. The  REIT  owns  shopping  centers 
in  Carson  City,  Nev.  and  Redwood 
City,  Calif.,  with  tenants  like  Raley's 
and  Savemart.  Sigmund  expects  a 
$1.44  payout  this  year. 

United  Dominion  Realty  Trust  is 
one  of  the  few  reits  focused  on  apart- 
ment acquisition.  Since  the  tax  law 
changes  in  1986  limited  the  tax  bene- 
fits of  syndicating  apartment  build- 
ings, few  new  apartments  have  been 
built  and  many  apartment  syndica- 
tors  have  been  forced  to  liquidate.  For 
United  Dominion  that  has  meant 
good  buying  opportunities  in  the 
Southeast  and  higher  occupancy  rates 
and  rents.  United  Dominion's  divi- 
dend yields  8.1%  and  has  been  grow- 
ing at  a  13.8%  annual  rate. 

The  best-performing  reits  tend  to 
trade  at  a  premium  to  their  likely 
liquidation  value,  mgi,  in  contrast,  is 
trading  at  a  40%  discount  to  Sig- 
mund's  estimated  $18  liquidation  val- 
ue for  the  company.  The  stock  has 
been  weak  ever  since  the  company 
decided  to  switch  from  mortgages  to 
equity  stakes  and  cut  the  dividend  in 
the  process.  But  he  says  the  trust  has 
good  capital  gain  potential. 

Don't  buy  a  reit  without  reviewing 
its  financials  and  its  list  of  properties. 
If  you  don't  have  the  time,  there  are  a 
handful  of  stock  mutual  funds  that 
buy  REITS  and  other  real-estate-related 
stocks.  Fidelity  Real  Estate  Invest- 
ment Portfolio  is  the  largest  of  these 
funds,  with  a  2. 1%  annual  return  over 
the  past  three  years,  in  line  with  the 
REIT  average.  Discouraged  about  U.S. 
real  estate,  the  fund's  manager,  Barry 
Greenfield,  is  keeping  a  defensive 
10%  of  the  fund's  assets  in  cash.  An- 
other 12%  is  invested  abroad.  The 
drawback  to  a  fund  of  reits,  of  course, 
is  the  additional  layer  of  fees.  ■ 
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The  largest  REITs 

Most  real  estate  investment  trusts  have  done 
years.  But  they  turned  in  good  results  in  the 

very  poorly 
early  1980s. 

in  the 

past  five 

Recent       — 
Company                                                     price 

-Annualized  return' — 
5  years          10  years 

Yield 

Mkt  cap    ., 
l$mil)      } 

Meditrust                                                  1 7/8 

19.9% 

12.8% 

$335 

Health  Care  Property  Inv                        32 

17.0 

9.3 

365 

New  Plan  Realty  Trust                            1 7 '  > 

15.9 

26.1% 

6.2 

610 

Weingarten  Realty                                     l.S'a 

14.9 

7.3 

422 

Washington  REIT                                    17 

13.9 

19.9 

6.4 

263 

Federal  Realty  Inv  Trust*                         19 

13.6 

20.4 

7.4 

318 

Western  Investment"                                \6~V» 

13.2 

19.0 

8.6 

261 

\ 

Del- Val  Financial                                    17.4 

13.2 

16.8 

11.1 

99 

Pennsylvania  REIT                                    20 

12.4 

20.6 

8.6 

164      ( 

United  Dominion  Realty  Trust"              15'/4 

11.1 

21.3 

8.1 

177  : 

IRT  Property                                            1 1  Va 

10.8 

20.0 

10.3 

137       ; 

Rockefeller  Center  Properties^                1 7Vh 

9.4 

10.7 

661' 

i 

Santa  Anita                                                 26 

8.5 

14.6 

8.0 

291 

REIT  of  California"                                  UVs 

7.1 

17.2 

9.7 

108 

Nationwide  Health  Properties                 16Vs 

5.9 

9.8 

189        ► 

Capstead  Mortgage^                                   14' '2 

5.8 

15.7 

126 

} 

BRE  Properties                                         26' k 

5.8 

18.0 

9.2 

206 

J 

First  Union  Real  Estate                             UVii 

2.2 

13.7 

10.3 

255 

MGI  Properties"                                         lO'/i 

-0.8 

9.1 

10.7 

99 

Property  Capital  Trust'                               9'^ 

-3.2 

10.5 

24.7'' 

98 

•Reconimcncled   !■>>■  A.G.   Edwards,    'NX'ith  dividend.s 
^Mortgage/equity  hybrid.     ^Includes  special  dividend. 

reinvested.  Through  6/30/90.     "Mortgage  REIT. 
Sources  Nulional  Assuciation  of  REITs;  Forbfs. 

If  you  look  back  over  the  1980s,  gold  fun 
seem  a  rotten  investment.  But  they  do  off 
protection  against  Middle  Eastern  mad 
men  and  inflation  scares. 


The  Hussein  hedge 


By  Suzanne  L.  Oliver 


BY  ITSELF,  gold  isn't  a  good  bet 
for  your  investment  portfolio. 
Over  the  past  century  its  price, 
adjusted  for  inflation,  has  inched  up  at 
less  than  a  1%  annual  rate,  scarcely 
enough  to  pay  for  storage  and  insur- 
ance. Shares  in  gold  mines  aren't 
much  better,  except  during  years  of 


rising  inflation.  The  year  1979  was 
great  one  for  gold  and  gold  shares.  Th 
past  decade  has  been  a  disaster. 

As  an  additive  in  a  diversified  port 
folio,  however,  gold — bullion,  gol 
stocks  or  gold  funds — mak^-^  '^■' 
Why  so,  when  its  '• "  " 
ten?  Be^  — 
dote, 
slov 


*rv 


MARY  BRODIE 
^  WONT  FEEL 

THE  LUMP 
IN  HER  BREAST 
FOR  ANOTHER 

TWO  YEARS. 


Like  a  lot  of  women,  Mary 
Brodie  understands  the  impor- 
tance of  regular  breast  self- 
examination.  And  because  she's 
never  felt  a  lump,  she  thinks 
everything  is  fine.  It's  the  same 
conclusion  a  lot  of  women  reach. 

Unfortunately,  it's  wrong. 

The  tiny  tumor  that's  forming 
in  her  breast  is  too  small  to  feel. 
But  with  mammography,  it's  not 
too  small  to  see. 

And  tomorrow  Mary  is  getting 
her  first  mammogram.  Thanks,  in 
part,  to  a  new  x-ray  film  created 
by  DuPont  that  makes  it  safer  for 
women  to  start  mammography 
early. 

And  for  Mary,  early  detection 
means  a  two  year  head  start  on 
the  rest  of  her  life. 

At  DuPont,  our  dedication  to 
quality  makes  the  things  that 
make  a  difference. 


m  p  Ni 
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hand  again  in  the  U.S.,  bonds — and 
probably  stocks,  too — would  be  ham- 
mered badly.  But  a  small  position  in 
gold — say  5%  or  10%  of  a  portfolio — 
would  make  up  some  of  the  loss. 

That  is  the  sellmg  proposition  that 
keeps  30  precious-metals  funds  with 
assets  totaling  $4  billion  in  business. 
The  mess  in  the  Middle  East  and  the 
50%  gain  in  the  price  of  oil  in  the  past 
month  should  bring  a  little  more  busi- 
ness their  way.  "Uncertainty  is  posi- 
tive for  the  price  of  gold,"  says  Ken- 
neth Oberman,  manager  of  the  Op- 
penheimer  Gold  &  Special  Minerals 
Fund.  "People  like  to  have  a  store  of 
value." 

In  theory,  an  astutely  managed  gold 
fund  should  be  able  to  make  good 
money  even  when  inflation  is  abey- 
ant, by  trading  gold  positions  for 
small  gains.  But  even  the  best  gold 
funds  don't  succeed  at  that  with  any 
consistency.  Look  at  Ken  Oberman, 
who  started  his  fund  in  1983  and  pro- 
ceeded to  put  It  at  the  top  of  the  heap. 
Oppenheimer  Gold's  five-year  aver- 
age annual  return  of  21%  is  twice  that 
of  the  second-best-performing  metals 
fund.  But  this  year  Oberman  is  flum- 
moxed. His  fund  was  down  16%  for 
the  first  six  months  of  1990.  What 
went  wrong? 

Oberman's  earlier  success,  he  says, 
was  based  on  his  observation  of  the 


relationship  between  the  price  of  gold 
and  the  value  of  the  dollar.  He  discov- 
ered that  gold  and  the  value  of  the 
dollar  against  a  trade-weighted  basket 
of  foreign  currencies  have  moved  in- 
versely to  each  other  ever  since  the 
dollar  was  freed  from  gold  in  1974. 
Peaks  in  the  price  of  gold  have  oc- 
curred simultaneously  with  bottoms 
in  the  dollar.  So  Oberman  used  that 
relationship  to  predict  the  price  of 
gold.  If  he  thought  the  dollar  was  go- 
ing down,  he  bought  gold.  When  he 
thought  the  dollar  was  going  up,  he 


The  ones 

that  glitter 

Of  the  best-performing  gold  funds  since  1985,  only  one  beat  the  stock 
market.  Their  main  value  is  as  an  insurance  policy  against  inflation. 

Fund 

Assets 

($mil) 

Total  return 

5  years           last  12 
(annualized)     months 

Maximum 
sales 
charge 

Annual 
expenses 
per  $100 

Oppenheimer  Gold  &  Special  Mins 

$163 

21.4% 

3.3% 

8.50% 

$1.37 

Franklin  Gold  Fund 

279 

12.8 

10.1 

4.00 

0.78 

Lexington  Goldfund 

121 

10.8 

1.7 

none 

1.42 

Vanguard  Special-Gold  &  Prec  Metals 

161 

10.7 

5.0 

none§ 

0.45 

IDS  Precious  Metals  Fund 

81 

10.4 

-2.9 

5.00 

1.46 

SLH  Investment-Precious  Metals 

69 

9.3 

-3.4 

5.00b 

2.45 

Van  Eck  International  Investors 

699 

8.6 

11.0 

8.50 

0.88 

United  Services-Global  Resources 

32 

8.5 

-0.5 

none 

2.10 

Freedom  Inv-Gold  &  Government 

69 

8.4 

6.7 

3.00b 

1.89 

Bull  &  Bear  Gold  Investors 

39 

7.7 

1.5 

none 

2.49p 

S&P  500 

17.3 

16,4 

p:  Net  of  panial  absorption  of  expenses  by  fund 
distributor.     §Distribuif)r  may  impose  redemption 

sponsor,     b:  Includes  baci<-end  load  that 
fee  whose  proceeds  revert  to  the  fund. 

reverts  to 
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sold.  The  theory  served  him  well,  hi 
cause  he  was  pretty  good  at  guessin 
where  the  dollar  was  going  to  go.  E 
based  those  guesses  on  a  lot  of  thing 
trade  deficits,  what  the  Federal  R 
serve  was  up  to,  and  tax  policy, 
instance. 

At  the  beginning  of  1990,  Obermai 
expecting  the  dollar  to  weaken  an 
gold,  therefore,  to  strengthen,  was  t( 
tally  invested  in  gold,  platinum,  silv( 
and  diamonds.  But  precious  meta! 
fell.  "I  feel  like  a  jerk,"  Oberman  w, 
saying  in  an  interview  in  July.  And  s 
he  moved  25%  of  the  fund's  asset 
into  cash — just  in  time  to  miss  th 
beginning  of  the  Hussein  bull  marke 
for  inflation  hedges. 

In  his  office  high  in  the  World  Trac 
Center,  the  60-year-old  fund  manage 
leans  back  in  his  reclining  desk  cha: 
and  studies  the  dollar/gold  chai 
taped  to  his  wall.  The  Mideast  tui 
moil  has  boosted  his  fund's  share  va 
ue  a  little,  but  the  long-standing  ir 
verse  dollar/gold  relationship  is  still 
little  out  of  whack.  "I'm  not  willin 
to  take  what  has  been  close  to 
years  of  history  and  throw  it  out  th 
window  simply  because  we've  ha 
five  or  six  months  of  it  not  working, 
he  says.  There's  really  no  telling  if  th 
formula  will  work  again. 

The  table  at  left  lists  the  bettei 
performing  gold  funds.  You  can  ej 
pect  that  even  a  mediocre  one  wi 
provide  some  counterinflationar 
cushion.  But  you  have  to  be  ver 
lucky  to  find  one  that  performs  we^ 
as  an  investment  in  its  own  right, 
Oberman's  fund  did  until  his  formu 
las  stopped  working.  ■ 


FORBES,  SEPTEMBER  3,  199( 


r' 


h, 


$252,191 

(Total  value  on 
June  30,  1990) 


i 


A  $10,000  investment  on 
June  30.  1975 


Don't  settle  for  borderiine  results. 


Twentieth  Century  Growth  Investors 


Average  Annual  Total  Return  as  of  June  30,  1990 

25.7""      19.9""      18.7'"      24.0°" 


1  Year 


5  Years 


10  Years 


15  Years 


Call  toll-free: 

1-800-345-2021 


P  0.  Box  419200 
Kansas  City,  MO  64141-6200 

Data  quoted  represents  past  performance.  Investment  return  and  principal  value  will  fluctuate  and 
redemption  value  may  be  more  or  less  than  original  cost.  Performance  results  assume  reinVestmZ' of  all 
distributions  For  complete  information  about  Twentieth  Century  Investors  iZludZgcharfesa^^^ 
expenses,  call  for  a  free  prospectus.  Please  read  the  prospectus  carefully  before  investing  ^ 


No -Load  Mutual  Funds 


199(1  Iwenljelli  Cei 


Ifs  one  of  the  natural  cycles  of  investment 
life.  Closed-ends  come  out  at  a  sucker's 
premium,  shrink  to  discounts  and  thus 
attract  raiders  looking  for  a  liquidation. 


Duck  shoot 


Annual 
Fund  Ratings 


By  Richard  Phalon 


It's  open  season  on  deep  discount 
closed-end  investment  compa- 
nies. Opportunist  money  manag- 
ers have  under  siege  at  least  seven 
closed-end  funds,  mcludmg  such  pop- 
ular underwntings  of  the  last  three  or 
four  years  as  the  Brazil  Fund,  the  Blue 
Chip  Value  Fund  and  the  Nicholas- 
Applegatc  Equity  Fund. 

If  you  are  a  shareholder  in  one  of 
these  funds,  you  should  welcome  the 
attack.  Before  the  raid,  a  closed-end 
fund  may  be  trading  at,  say,  85  cents 
per  dollar  of  assets  that  it  ov^^ns.  If  the 
raid  is  successful,  the  fund  is  either 
liquidated  at  something  close  to  100 
cents  on  the  dollar  or  open-ended.  An 
open-end  fund  is  one  whose  operator 
is  required  to  cash  out  any  sharehold- 
er at  100  cents  on  the  dollar. 

If  the  raiders  fail  to  force  a  liquida- 
tion or  open-ending,  the  effect  may 
nonetheless  be  positive:  Buying  pres- 
sure may  boost  the  market  price  of 
your  shares.  Now,  if  and  when  you 
have  to  get  out,  you  realize  maybe  90 
or  95  cents  per  dollar  of  assets,  instead 
of  only  85  cents. 

The  raiders,  of  course,  are  hoping 
that  the  erasing  of  the  discount  will 
take  place  as  quickly  as  possible.  The 
sooner  they  can  cash  out  and  redeploy 
their  money  on  another  arbitrage,  the 
better  their  annual  return. 

The  motives  of  the  raiders  are  clear. 
"It's  like  buying  85-cent  dollars,"  says 
Peter  Thayer,  42,  whose  Gateway  In- 
vestment Advisers,  a  Milford,  Ohio- 
based  money  manager,  pushed  the 
$87  million  Schafer  Value  Trust  into 
liquidation  in  July.  The  Schafer  score 
came  some  1 1  months  after  Gateway 
picked  up  what  Thayer  says  was  a  fast 
50%  return  on  its  money  by  pressur- 
ing the  Financial  News  Composite 
Fund  into  open-ending. 


"We'll  find  more,"  crows  Thayer. 
"When  you  look  at  the  discounts,  it's 
amazing  how  much  opportunity  you 
find."  (Sci>  kihlc.  p.  /66J 

The  opportunities  are  there  because 
so  many  closed-ends  were  formed 
during  the  bullish  1980s.  A  new 
closed-end  is  created  when  brokers 
persuade  investors  to  pay  (typically) 


shrinks,  from  $1.08  per  dollar  of  a 
sets  to  $1,  and  thence — usually,  bi 
not  always — to  some  amount  consi( 
erably  less  than  $1.  Then  the  raide: 
show  up. 

Depending  on  how  well  the  portfc 
lio  manager  has  done  in  the  meai 
time,  the  original  investors  may  1: 
sitting  on  a  profit,  even  without 
boost  from  a  raid.  But  they  woul 
have  done  better  to  buy  a  no-loa 
open-end  fund  run  by  the  same  portfc 
ho  manager  or  another  manager  ( 
comparable  abilities.  The  most  yo 
can  get  out  of  a  raid  is  100  cents  p( 
dollar  of  portfolio  assets  in  the  fum 
that  payout  is  guaranteed  at  all  time 
in  an  open-end  fund. 

Sometimes  the  operator  of  a  b( 
sieged  closed-end  quickly  capitulat 
(the  Japan  Fund,  for  one,  in  1987),  bi 
wars  of  attrition  are  more  typical 
at  Bancroft  Convertible,  the  Cypres 
Fund  and  Liberty  All  Star).  The  fun 


$1.08  for  each  dollar  of  assets,  the  8 
cents  being  a  commission  for  the  bro- 
ker. Given  the  likely  course  of  events, 
it  is  exceedingly  foolish  to  pay  more 
than  100  cents  on  the  dollar  to  get 
into  a  closed-end  fund.  Even  paying 
100  cents  on  the  dollar  isn't  very 
smart,  because  odds  are  the  fund  will 
eventually  droop  to  85  cents  on  the 
asset  dollar  or  even  less.  Neverthe- 
less, during  periods  of  rising  stocks, 
willing  victims  can  usually  be  found. 
After  a  fixed  allotment  of  shares  has 
been  sold,  the  fund's  manager  invests 
the  proceeds  in  stocks  and  bonds,  and 
the  fund's  shares  trade  in  the  second- 
ary market  like  shares  of  any  other 
corporation.  In  time,  the  excitement 
over  the  creation  of  a  new  fund  dimin- 
ishes and  the  price  of  the  fund's  shares 


manager's  defense  is  that  the  closed 
end  structure,  discount  or  no,  ulti 
mately  benefits  shareholders.  Locked 
in  capital,  they  argue,  makes  for  mon 
consistent  performance  because  thi 
managers  don't  have  to  keep  cash  oi 
hand  to  meet  potential  redemption 
Maybe,  but  locked-in  capital  als( 
makes  for  a  more  consistent  flow  o 
advisory  fees. 

Early  death  certainly  did  not  seen 
to  be  in  the  cards  when  Schafer  Valu( 
Trust  came  to  market  late  in  1986 
The  fund  had  everything  going  for  it: 
highly  regarded  manager  in  David 
Schafer,  whose  Princeton,  N.J.-bas 
advisory  firm  runs  $350  million  ij 
mainly  institutional  money;  the  prei 
tige  of  a  Lazard  Freres  &  Co.  undei 
writing;  and  a  promising  investme: 
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Financial  Peace  of  Mind. 

It  comes  from  a  comprehensive 
lanaged  care  program  that  controls 
our  costs  while  delivering  quality 
ealth  care  to  your  em  ' 


^BR' 


lers  Managed  Care  Systen^vSS^p?afically 
designed  to  provide  quality  health  care  for  your  empi' 
ees  while  controlling  your  costs. 

This  innovative  plan  includes  Taking  Care,  our 
unique  health  education  program  that  has  demonstrated 
a  savings  of  3  times  the  investment  and  helped  reduce 
total  medical  visits  by  17%.  Also,  our  Utilization  Manage- 
ment which  could  help  vour  employees  avoid  a  hospital 
stay  entirely.  And  our  Vocational  and  Rehabilitation  Pro- 
gram which  helps  avoid  recurrence  and  assists  employi, , 
in  returning  to  work  quickly.  All  supported  by  a  nation- 
wide managed  care  network  of  physicians  and  hospitals. 

This  concern  for  both  the  financial  success  of  your 
business,  as  well  as  the  health  and  welfare  ofyour 
employees,  is  just  another  example  of  what  Tne  Travelers 
ultimately  offers  in  all  our  products  and  services.  You«i 
financial  peace  of  mind.  '-■ 

The  Traveler'-  Insurance  Compdny  and  itsmfiliate'^,  Harttord ,  Conne 


TheTraveleis 

You're  better  off  under  the  Umh 


Ym  could  buy  Macintosh 
for  all  ti]e  prx^rams  it  rum 


'  This  1990  study  was  conducted  hy  l^u^nostic  ResvanJj.  fnc ,  among  Fortune  1000  MJS  managers  and  computer  users famiiiar  with  Maantosh  and  MS  DOS  systems.  Call  and  we'll  send  you  a  copy. 

©J990  Apple  Con^nderltu:  Appk.  Ik' /^pkltigo,  and  Mannla-J)  (ire  registered  trademarks,  and  'The /xmw  to  MS  DOS  is  a  registered  trademark  of Micnmft  Corp. 

UNIX  ts  a  registered  tradenutrk  of  AT&T  Corf)  Fortune  iOOO  r^/^ //)  Fortune  SOO  drw^  Fortune  Service  SOO,  whub  <ire  trademarks  of  TheTtmeltK  M(^azitw  Company 


Butwe'dralherpubuyit 
i3r  the  way  it  MIS  ptx^rams. 


"  W 


dustry  thai  talks  a  bt  at)out  standards.  Macintosh  is  the  mly  com[mier  thai  actually  has  maintained  a  amsistenl  staiukirdsiiicv  its  intnKtttctuni.  So  not  only  does  our 
mily  ofcompuiers  work  with  each  other,  but  a  program  that  runs  on  our  very  first  Macintosh  will  also  run  on  our  latest  and  most  powerfitl  Macintosh. 


'*^li 

■ 

^^1 

^         Ciri               FKM                 fate                                 Hte         C^ 

r  f? 

1 

WALL  CONSTRUCTION  CO 

""           SALES  REPORT  FOR  01 '02 
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Macintosh  printers,  scanners,  and  other  peripherals  are  built  around  the 
principle  thai  a  person  should  be  able  to  plug  something  in.  and  then 
start  using  it  So  unlike  systems  that  require  you  to  study  length}'  manu- 
als, or  flip  suitches.  or  take  things  apart,  our  peripherals  all  connect 
simply  and  logically  With  the  result  thai  nothing  gets  in  the  way  of  what 
a  computer  is  really  supposed  to  do:  help  you  get  things  done 


m 


—  ,....;.;,.;./;r.m:m;!iii!fiiilai 

:  «/  tf.ie  most  innovative  spreadsheets, 
,  and  accounting  packages  have  shown 
Macintosh  should  tell  you  something 
Macintosh  system.  A  system  so  versatile, 
I  n  run  MS-DOS  software,  should  you  need 
I  -IS  programs  written  for  the  UNIX  world. 


V  other  personal  computer;  a  Macintosh  is  designed  firm  the  ground  up  to  work  togically  and 
I  ,  the  way  people  do.  So  people  actually  use  it  And  they  get  more  done  with  it  A  fact  supported  by 
>i  tuiv*  where  MIS  managers  rated  Macintosh  user  productivity  an  astonishing  37%  higher  than 


Every  Macintosh  we  make  comes  unth  built-in  networking.  Soput- 
ting  a  Macintosh  network  together  is  as  simple  as  just  plugging  one 
machine  into  the  next,  (hi  top  of  that,  a  Macintosh  can  also  be  made 
pari  of  the  most  popular  PC  networks,  such  as  those  made  by  Novell 
3Com,  and  Banyan. 


For  those  impressed  by  sheer  volume,  Macintosh*  is 
more  than  happy  to  be  compared  disk  for  disk  with  any- 
one. After  all,  we  run  diousands  of  innovative  business 
programs,  as  well  as  MS-DOS  and  even  UNDCsoftware. 

But  because  Macintosh  programs  all  run  in  die 
same  graphic  and  intuitive  way  you  can  start  getting 
results  widi  them  much  faster  And  because  they're  all 
written  to  work  togedier,  you  can  easOy  move  informa- 
tion back  and  forth  between  them.  In  short,  Macintosh 
programs  work  in  a  way  that  lets  people  get  more  done* 

Give  us  a  caO  at  800-538-9696,  ext.  450,  for  die 
name  of  your  nearest  authorized  j^ple  reseller  Because 
it's  not  how  many  programs  you  have  diat  matters.  It's 
wtiat  you  can  do  widi  them. 


The  power  to  be  your  best? 


Ak 


focus  on  big  companies  trading  at  low 
multiples  of  their  earning  power,  such 
as  Federal  Express  and  Citicorp. 

Like  many  of  the  other  closed-ends 
brought  out  in  a  rush  around  the  same 
time,  though,  Schafer  Value  had  bare- 
ly been  fully  invested  when  the  mar- 
ket crash  of  1987  hit.  Stock  that  had 
sold  on  the  underwriting  at  $9  a  share 
plunged  to  $6,  an  insulting  20%  be- 


low net  asset  value. 

Like  many  other  threatened  closed- 
end  managers,  David  Schafer  worked 
at  narrowing  the  discount  by  having 
the  fund  buy  its  own  shares  in  the 
open  market.  Such  repurchases  bene- 
fit loyal  shareholders,  putting  in  their 
hands  profits  that  might  otherwise 
have  gone  to  a  raider.  Consider  this 
hypothetical  situation.  A  fund  has  a 


Relative  bargains 

A  closed-end  fund  trading  at  a  big  discount  to  its  liquidating  value  is  a 
potential  bargain — especially  if  its  performance  is  good  and/or  it  is 
potential  raider  bait.  But  beware  of  high  expenses.  Here,  we  compare 
discounts  to  expenses  in  the  "relative  discount"  column.  This  is  calcu- 
lated as  the  number  of  years  it  would  take  for  the  expenses  to  wipe  out 
the  benefit  of  the  discount.  (The  number  is  roughly  the  same  as  the 
discount  divided  by  the  expense  ratio.)  These  30  funds  score  highest  in 
relative  discount  among  those  in  the  main  tables  beginning  on  page  177. 

Fund 

Type 

Recent 
price 

Annual 

expenses     Relative 
Discount     per  $100    discount" 

ASA  Limited 

foreign  stock 

49 ','2 

-21.0% 

$0,51 

46.1 

Salomon  Brothers 

stock 

12 

-18.0 

0,44 

45.1 

Tri-Continental  Corp 

stock 

23's 

-15,2 

0,55 

29.9 

Baker,  Fentress  &  Co 

stock 

18H 

-17.1 

0,64 

29.2 

Adams  Express 

stock 

16 ','8 

-12.6 

0.51 

26.3 

Convertible  Holdings'' 

balanced 

15'. 

-16.8 

0.80 

23.0 

Counsellors  Tandem  Securities 

stock 

10 

-21.9 

1.08 

22.8 

Niagara  Share  Corp 

stock 

14'm 

-19.0 

1.08 

19.4 

General  American  Investors 

stock 

19 

-18.3 

1.04 

19.4 

American  Capital  Bond 

taxable  bond 

I6V4 

-11.8 

0.71 

17.6 

Lincoln  National  Income 

taxable  bond 

241/4 

-13.9 

0.96 

15.5 

Scuddet  New  Asia 

foreign  stock 

15 

-24.5 

1.84 

15.1 

Royce  Value  Trust 

stock 

8% 

-12,3 

0.93 

14.0 

Quest  For  Value  DuaP 

stock 

25 

-11,0 

0.83 

13.9 

Lincoln  National  Convertible  Sees 

balanced 

12% 

-12,2 

0.94 

13.7 

Liberty  All-Star  Equity 

stock 

778 

-15,7 

1.25 

13.6 

High  Income  Advantage  Trust 

taxable  bond 

5 

-12,4 

0.98 

13.5 

Independence  Square  Income  Sees 

taxable  bond 

14>/2 

-12,3 

0.97 

13.5 

Putnam  Premier  Income  Trust 

taxable  bond 

71/8 

-12.5 

0.99 

13.4 

Prudential  Intermediate  Income 

taxable  bond 

7'/2 

-13,2 

1.07 

13,2 

Putnam  Master  Inter  Income  Trust 

taxable  bond 

7 

-12,8 

1.04 

13,1 

Excelsior  Income  Shares 

taxable  bond 

I5'/4 

-12,4 

1.03 

12.8 

Circle  Income  Shares 

taxable  bond 

lO'/i 

-11,4 

0.98 

12.3 

Bancroft  Convertible 

balanced 

17 

-15,9 

1.50 

11.4 

Castle  Convertible 

balanced 

18'/4 

-12.9 

1.20 

11.4 

Putnam  Master  Income  Trust 

taxable  bond 

7'/2 

-11.2 

1.06 

11.2 

H&Q  Healthcare  Investors 

stock 

10 

-17.6 

1.74 

11.0 

Asia  Pacific 

foreign  stock 

14 

-17.3 

1.72 

10.9 

Central  Securities 

stock 

9 

-17.7 

1.83 

10.6 

Hampton  Utils-Capital  Shares 

stock 

lO'/s 

-12.1 

1.45 

8.8 

Prices  and  discouiiLs  are  as  of  Aug.  3,  except  for  bond  fund.s,  which  are  as  of  Aug.  8,     'Number  of  years 
after  which  expenses,  continuing  at  current  rates,  would  dissipate  the  benefit  of  buying  the  fund  at  its 
current  discount  and  having  it  liquidated  at  full  net  asset  value.     'Dual  fund,  with  capital  and  income 
shares  treated  as  a  unit  Due  to  be  liquidated  in  199V, 
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portfolio  worth  $150  million  and 
million  shares  outstandingnhat  tra 
at  $12  each,  a  20%  discount  to  th^ 
$15  underlying  value.  If  the  manag 
were  able  to  pick  up  5  million  of  t 
fund's  own  shares  at  $12  each, 
would  shrink  the  portfolio  value 
$90  million  but  instantly  boost  tl 
net   asset  value   of  each  remainii 
share  to  $18. 

Why  don't  managers  buy  in  shar 
more  often?  Because  they  don't  wa 
to  shrink  their  portfolios.  The  advis 
ry  fee  a  manager  collects  is  a  percer 
age  of  the  portfolio's  value. 

David  Schafer's  buy-ins  didn't  he 
much.  Through  1988  Schafer  Vah 
struggled  with  a  market  price  th 
averaged  17%  below  net  asset  valu 
Schafer  managed  to  beat  off  the  first 
a  series  of  open-end  proposals  a 
vanced  by  an  alliance  of  sever 
groups  that  controlled  19%  of  tl 
fund,  but  he  was  up  against  some  sei 
ous  players,  one  of  which  was  the  $2 
billion  Yale  endowment.  In  Marc 
Schafer  and  his  fellow  directors  a 
proved  a  plan  to  liquidate,  and  shan 
that  the  raiders  started  buying 
$6.25  were  turned  into  checks  f( 
$10.25. 

Given  the  kind  of  unwelcome  a 
tention  discounts  attract,  some  fur 
sponsors  have  decided  to  erase  thei 
by  voluntarily  switching  to  open-en 
structure.  Among  them:  Prudenti 
Strategic  Income,  Regional  Financi, 
Shares  and  Templeton  Value. 

Note  that  the  raiders  are  not  sna] 
ping  at  just  any  discount.  Their  foci 
is  on  situations  where  pressures  fc 
open-ending  are  likely  to  develop,  bi 
they  don't  want  poor  performers 
ratty  portfolios.  The  raider  nev( 
knows  how  long  it  will  take  for  h: 
pressure  to  take  effect,  and  he  doesn 
want  to  be  in  a  situation  where  th 
asset  value  could  simply  melt  awa^ 
Yale,  a  cautious  player,  has  sizah 
positions  in  Nicholas-Applegate  Equ 
ty  (15%  of  outstanding);  Royce  Valu 
(6%  of  outstanding);  and  the  Morga 
Grenfell  Small  Cap  Fund  (12%)— a 
good  performers. 

The  raiders  also  tend  to  shy  awa 
from  funds  too  large  to  intimidat( 
Thus,  the  discount  on  the  $1.7  billio 
Tri-Continental  Fund  lingers 
15.2%.  General  American  and  Bake; 
Fentress  have  also  escaped  the  sharks 

Says  Thayer,  "You  may  have  to  b 
patient,  so  you  want  managers  wit 
very,  very  good  records."  For  the  sam 
reason,  you  also  want  funds  with  lo\ 
expense  ratios.  No  sense  buying  int 
an  inept  closed-end  at  a  10%  dis 
count,  only  to  see  the  portfolio  slowl' 
eaten  away  for  the  next  six  years  by 
2%  annual  expense  ratio.  ■ 
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As  eveiy  teacher  and  parent  inevitably  discovers, 
there  is  a  curious  truth  to  curiosity:  It  often  defies  their  best 
efforts  to  inspire  it. 

Yet,  many  of  these  same  teachers  and  parents  can 

tell  of  magic  moments 

^  ^W^  "~^^^^^^H  when,  exposed  to 

new  facts  or  fresh 
experiences,  young 
minds  awaken. 

Aroused,  they 
become  eager  to  know 
all  we  can  teach. 

That's  why  since 
1976,  we've  ftinded 
and  provided  free-loan  educational  films  to  schools,  to 
encourage  learning  And  to  show  where  learning  can  lead. 
Already  millions  of  students  have  seen  'American 
Enterprise,"  an  exciting  profile  of  US.  economic  history;  "The 
Search  for  Solutions"  on  science  and  problem  solving;  and 
"The  Challenge  of  the  Unknown,"  covering  mathematics,  all 
in  an  entertaining  and  involving  way 

We  don't  have  all  the  answers  for  stimulating  the 
curiosity  of  every  young  person  who  sees  these  films. 
But  we  hope  to  provide  the  new  fact  or  fresh  experience 
that  might  serve  as  the  first  step. 

PHILLIPS  PETROLEUMCOMPANY© 
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lo  ohtain  theseJUmsJoryourbcd  school,  write  to  Educational  Fdms,  Phillips  Petroleum  Company,  16C-4PB,  Bardesvile,  OK  74004. 


In  medicine,  a  good  image 
is  imperative. 


Hitachi  IV1RI  systems  can  lieip  save  lives. 


^C* 


>  I 


Many  people  think  of  Hitachi  as  a  consumer 
electronics  company.  Which  is  true  —  to  a  point. 
We're  also  a  technological  leader  in  medicine. 
Business  equipment.  Science.  Industry.  Computers. 
Telecommunications. 

Our  20,000  products  include  everything  from 
TVs  and  power  plants  to  image  processing  equip- 
ment. Such  as  facsimile  machines  and  magnetic 
resonance  imaging  (MRI)  systems. 

Take  MRI.  It  s  the  most  significant  advancement 

©1990  Hitachi,  Ltd  All  rights  reserved. 
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in  diagnostic  imaging  since  the  X-ray.  By  confS 
ing  internal  images  of  the  human  body,  MRI 
enables  doctors  to  detect  problems  early  on 
make  more  accurate  diagnoses.  In  other  worcjie 
MRI  can  help  save  lives. 

Hitachi  is  a  world  leader  in  high-resoluticjsini 
compact  MRI  equipment.  What's  remarkable, 
ever,  is  that  MRI  equipment  only  begins  to  te 
story  of  our  commitment  to  medicine. 

Our  involvement  encompasses  clinical 


itlv 


flits  a 


The  same  goes  for  business. 


I 


:i  ITS.  Electron  microscopes.  X-ray  CT  scan- 
nd  ultrasound  equipment. 
'ances  are  you  already  use  Hitachi  facsimile 
ues.  You'd  be  in  good  company.  Some  of  the 
:  most  respected  companies  put  our  image 
:  ;mg  technology  to  work  every  day. 
a  see,  our  unique  technological  advance- 
I enable  business  people  to  quickly  and 
|dy  transmit  super  clear  photographs,  charts, 
i  ents  and  graphs.  Even  very  small  characters 


come  out  with  a  remarkable  high  degree  of 
precision. 

Taken  together  Hitachi  is  a  people  company. 
Responding  to  the  wants  and  needs  of  individuals 
everywhere. 

And  that's  not  an  advertising  image.  That's  a  fact. 

0  HITACHI 

Hitachi,  Ltd.  Tokyo,  Japan     , 


Watch  your  wallets.  Lexington  Manage- 
ment Corp.  has  reopened  its  Corporate 
Leaders  Trust  Fund  for  new  business. 


Tail  end  of  trend? 


By  Michael  Fritz 


It's  a  good  rule  of  thumb  on 
Wall  Street  that  when  a  quiet 
trend  becomes  a  noisy  fad  the 
trend  is  about  to  reverse.  Consider  the 
matter  of  stock  index  funds,  which 
are  designed  to  mechanically  repli- 
cate the  performance  of  a  stock  aver- 
age such  as  the  Dow  or  the  Standard 
&  Poor's  500.  They  have  lately  be- 
come a  fad.  That  suggests  the  possibil- 
ity that  the  blue  chips  in  these  index- 
es are  all  overpriced,  and  that  it's  time 
to  get  out  of  index  funds. 

Investors  are  flocking  to  index 
funds  now  because  so  many  actively 
managed  funds  did  worse  than  the 
indexes  in  the  1980s,  whereas  the  in- 
dex funds,  with  their  fixed  portfolios, 
kept  up. 

Witness  these  events  since  the  be- 
ginning of  last  year:  Assets  in  Van- 
guard's s&p  500  fund  have  doubled, 
Fidelity  and  Dreyfus  have 
opened  copycat  index  funds, 
and  Lexington  Management 
Corp.  has  reopened  its  Cor- 
porate Leaders  Trust  Fund  to 
new  investors. 

Corporate  Leaders?  It's 
scarcely  a  big  name  in  the 
fund  business,  and  at  $92 
million  in  assets  may  never 
be.  But  it  is  symptomatic 
that  the  fund,  after  14  years 
of  dormancy,  has  reawak- 
ened. Not  only  that,  but  Lex- 
ington Management  is  boldly 
marketing  this  passively 
managed  fund  with  a  0.72% 
expense  ratio  (due  to  drop  to 
0.61%  in  the  next  financial 
report)  and  a  4%  sales  load. 

Corporate  Leaders  is  a 
strange  beast.  Though  not 
literally  an  index  fund,  its 
rigid  portfolio  of  23  blue-chip 


stocks  comes  pretty  close  to  tracking 
the  Dow  industrial  average.  As  a  re- 
sult, the  fund  has  beaten  even  the  s&.p 
500  in  recent  years,  a  reflection  of 
how  popular  stocks  like  Procter  & 
Gamble  and  Chevron  have  become. 
But  remember:  This  impressive  per- 
formance is  not  a  product  of  stock- 
picking  skill  but  simply  a  reflection  of 
how  the  Dow  has  outperformed  the 
generality  of  stocks  in  recent  years. 

Founded  as  a  trust  in  1935,  Corpo- 
rate Leaders  held  equal  weightings  in 
30  blue  chips,  half  of  them  Dow 
stocks.  The  strict  terms  of  the  trust 
are  reminiscent  of  Army  discipline: 
Everything  that  is  not  mandatory  is 
prohibited.  No  new  companies  can  be 
added  to  the  portfolio.  A  company  can 
be  removed  only  if  it  stops  paying 
dividends,  is  delisted  from  the  New 
York  Stock  Exchange,  or  is  acquired. 
Since  the  fund's  inception,  just  seven 
stocks  have  been  removed. 


An  index  sampler 


An  index  fund  is  supposed  to  be  managed  passive- 
ly and  keep  its  expenses  low.  These  funds  do  just 
that.  None  charges  a  sales  commission,  and  most 
have  expense  ratios  under  0.5%. 


Fund 


Index 


Assets     Expense 
(Smil)         ratio 


Dreyfus  Peoples 


S&P  500 


$19        0.20%  p 


DFA  Small  Co  Port' 


smallest  20%  of  stocks       838        0.62 


Fidelity  SparUn  Mkt        S&P  500 


29 


Vanguard  Index  500         S&P  500 


2,368        0.20 


Vanguard  IntI  Equity"      Morgan  Stanley  EAFE^         100        0.32 


Vanguard  Ext  Mkt" 


Wilshire  4500 


185        0.23 


Vanguard  Bond  Mkt         Salomon  Brothers  bonds      171        0.24 


*  Imposes  \%  load  that  reverts  to  fund. 

'$50,000  minimum  initial  investment;  offered  via  fee-only  financial  plan- 
ners. ^Index  of  stocks  from  Europe,  Australia  and  Far  East,  p:  Net  of 
absorption  of  expenses  by  sponsor. 

Sources:  Lipper  Analytical  Senices:  Forbes. 


Annual 
Fund  Rating! 


Only  once  in  its  55-year  history  di' 
the  managers  of  Lexington  make 
major  portfolio  decision,   and,   ala^ 
they  made  it  wrong.  When  at&t  di 
integrated  into  eight   companies  i 
1984,  Lexington  managers  opted  t 
keep  only  the  parent  and  cash  in  th 
shares  of  the  seven  regional  Bell  con 
panics.  Since  then  the  regionals  ha\ 
far  outperformed  the  parent. 

For  a  decade  this  passive  fund  w£ 
in  the  hands  of  none  other  than  Joh 
Templeton,  one  of  the  giants  of  acti\ 
money  management.  In  1959  Templ( 
ton  acquired  Corporate  Leaders'  adv 
sory  firm  as  part  of  a  deal  to  gai 
access  to  a  400-man  sales  force,  whic 
hawked  the  fund  through  contractu; 
plans.  Templeton  sold  Lexington  R( 
search  &.  Management  in  1969  t 
Piedmont  Management  Co.  Inc.,  a 
over-the-counter  reinsurance  holdin 
company  controlled  by  the  heirs  t 
the  Richardson-Vicks  fortune. 

Lexington  Management  hasn't  ej 
actly  shone  under  its  new  owners.  '. 
has  three  equity  funds  that  are  active 
ly  managed  and  at  least  a  decade  olc 
Goldfund,  Growth  Fund  and  Researc 
Fund.  All  three  trail  the  s&p  500  by 
to  as  many  as  13  percentage  point 
annually,  although  the  gold  fund  ha 
done  better  than  most  other  gol 
funds.  Three  new  funds — with  globa 
quantitative  and  bond  portfolios- 
have  attracted  only  $76  million  i 
assets  among  them.  A  Piedmont  d 
rector  says  the  firm  has  felt  out  poter 
tial  buyers  for  its  beleaguered  reinsu: 
ance  operation,  but  it  has  y( 
to  find  any  takers.  Piedmor 
suspended  its  dividend  las 
year. 

Back  to  Lexington's  Corpc 
rate  Leaders.  The  sponsc 
clearly  hopes  to  cash  in  o 
the  vogue  for  index  funds 
but  the  fact  that  index  fund 
have  become  a  vogue  suj 
gests  they  have  had  their  da^ 
The  nifty  500  have  bee 
beating  the  rest  of  the  mai 
ket  for  quite  a  while,  an 
have  probably  reached 
point  where  these  institv 
tional  favorites  are  now  ovei 
priced. 

Our  advice  to  those  abot 
to  buy  an  index  fund:  Nc 
now.  But  if  you  must  buy,  a 
least  get  one  with  no  sale 
load  and  with  minimal  opei 
ating  expenses.  ■ 
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lo  control  dental  i 


insurance  expenses, 


y 


ou  have  to  cut  more  than  costs. 


m. 


ith  Delta  Dental,  it's  elementary.  Cut  tne  red  tape.  Ana  you'll  automatically  cut 
down  on  costs.  CH  Tnanks  to  our  expertise  in  processing  over  20  mijlion  claims  per 
year,  we've  developed  a  cost-errective  system  that  keeps  claims  nandling  between  us 
and  your  dentists.  Tnis  keeps  paperwork  to  a  minimum  lor  your  group  and  your 
employees,  making  your  jot  easier.  \Z\  But  there's  more  to  Delta  Dental  tnan  ease  of 
administration  and  cost  management  features.  Tne  Delta  Dental  Plan  orrers  a  unique 
tnree-part  system  that  also  includes  design  rlexibility  and  106,000  dentists  in  the 
nation's  largest  participating  network.  LJ  It's  a  program  only  Delta  Dental  orrers. 
That's  why  we  now  cover  more  than  20  million  people  in  23,000  groups  and  pay  more 
than  $2  billion  a  year  ror  dental  care.  To  learn  more  about  how  your  group  can  benefit 
from  Delta  Dental,  call  1-800-441-3434  today.  ^VDl^lt^  l^^ntpll 

America^  Leader  In  Dental  Health  Plans. 
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French  Book  of  Hours.  15th  Cemury. 
Courtes\- of  Special  Collections  Division. 
The  New  York  Public  Library. 
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It  makes  no  sense  to  buy  a  bond  fund 
trading  at  a  premium  to  net  assets,  but 
people  put  billions  of  dollars  into  such 
funds.  How  can  they  be  so  dumb? 


Muni  mystery 


F 


Annual 
Fund  Ratings 


By  Hark  Fadiman 


Tl  HE  CLOSED-END  FUND  businCSS 
has  been  warming  up  in  the 
past  several  years,  and  one  of  the 
hottest  spots  in  it  right  now  is  the  tax- 
exempt  sector.  Since  the  beginning  of 
last  year,  packagers  like  Allstate,  Co- 
lonial Group  and  John  Nuveen  have 
poured  into  the  market  at  least  $6.5 
billion  in  new  closed-end  municipal 
bond  funds.  Herein  is  a  puzzling  phe- 
nomenon. New  closed-ends 
come  to  market  at  a  premium 
of  7%  or  so  over  the  value  of 
their  net  assets,  the  premium 
largely  representing  a  commis- 
sion to  the  people  who  sell  the 
fund.  Yet  experience  shows 
that  closed-end  bond  funds,  in 
time,  almost  inevitably  sink 
to  discounts  below  their  asset 
values.  Thus,  the  original  buy- 
ers are  paying  $1.07  for  a  mere 
dollar  bill,  which,  moreover, 
one  can  reasonably  predict 
will  be  worth  only  95  cents  or 
so  a  few  years  later.  As  a  mat- 
ter of  fact,  they  could  easily 
buy  existing  funds  at  a  dis- 
count. How  dumb  can  inves- 
tors be? 

There  are  two  plausible  fac- 
tors behind  this  mass  delusion.  One  is 
that  the  buyers  don't  know  exactly 
what  a  closed-end  premium  is.  The 
other  is  that  they  don't  have  the  foggi- 
est notion  of  what  a  yield  curve  is. 
The  buyers  may  not  be  dumb,  but 
they  sure  are  uninformed. 

Consider  first  the  matter  of  the  pre- 
mium. "This  kind  of  product  is  sold, 
not  bought,"  explains  Thomas  Herz- 
feld,  a  Miami-based  money  manager 
specializing  in  closed-ends.  Herzfeld's 
numbers  show  bond  funds  eventually 
sink  to  an  average  4%  discount.  Buy- 
ers do  not  approach  retail  brokers  ask- 
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ing  to  get  into  a  new  closed-end.  The 
brokers  call  them.  They  then  talk  a 
lot  about  yields  and  tax  savings,  and 
as  little  as  possible  about  costs. 

One  former  Shearson  Lehman 
Brothers  broker,  who  now  works  for  a 
law  firm,  says  it's  all  a  question  of 
semantics.  "If  an  offering  comes  out 
at  $10  a  share,  you  can  either  offer  it 
to  the  customer  at  $9  plus  a  $1  com- 
mission, or  you  can  offer  the  share  to 
the  customer  for  $10  and  not  mention 


Palruk  MiDonni;ll 


the  sales  charge.  It's  legalized  nondis- 
closure." Posing  as  an  ingenuous  in- 
vestor, this  reporter  called  brokers  at 
several  large  retail  firms  for  informa- 
tion on  new  muni  funds.  Two  double- 
talked  their  way  around  the  under- 
writing commission.  A  third  lied,  say- 
ing flatly  there  was  no  "up  front"  load 
on  a  new  closed-end  bond  fund,  there 
were  only  portfolio  management  fees. 
The  brokers  can  take  steps  to  insure 
that  the  grim  reality  of  discounts  does 
not  intrude  upon  the  process  too  ear- 
ly. Many  of  the  new  funds  are  "sup- 
ported" by  the  underwriters — a  polite 


way  of  saying  the  brokers  are  doin, 
what  they  can  to  dissuade  sellers; 
"They  tell  you  they'll  take  away  you 
commission  if  your  customer  sell 
out  of  the  fund,"  one  Paine Webbe 
broker  complains.  "That  means  yoi 
discourage  your  customer  from  sell 
ing  even  if  you  know  damn  well  thi 
fund  is  going  to  fall." 

Sooner  or  later,  though,  the  suppor 
stops.  Nuveen  Municipal  Advantage 
which  came  out  last  December  at  $15 
a  6%  premium  over  its  net  asset  val 
ue,  is  still  holding  up  pretty  well  oi 
the  New  York  Stock  Exchange,  at  ; 
3%  premium.  Contrast  New  Ydr] 
Tax-Exempt  Income,  which  came  ou 
in  1987  and  has  sunk  to  a  5%  discoun 
on  the  American  Stock  Exchange 
Someone  who  bought  that  one  nev 
and  sold  today,  incurring  a  seconc 
brokerage  commission  on  the  sale 
would  do  about  13%  worse  thai 
someone  getting  in  and  out  of  a  no 
load  bond  fund.  That's  a  pretty  bij 
handicap  in  a  tax-exempt  fund — no 
quite  two  years'  income. 

Then  there  is  the  matter  o. 
the  yield  curve.  What  make? 
Nuveen  Municipal  Advantage 
and  other  funds  like  it  so  at 
tractive  is  an  artificially  boost 
ed  yield.  The  Municipal  Ad 
vantage  portfolio  of  long-terir 
bonds  yields  only  7%'  after  ex 
penses,  yet  the  mutual  fund  is 
paying  its  investors  at  a  rate  ol 
1  .i°/o  of  their  net  asset  value 
How  is  that  possible?  The 
fund  is  using  leverage.  Here's 
how  it  works:  A  third  of  its 
capital  consists  of  preferred 
shares  paying  5.5%,  with  the 
yield  reset  weekly.  In  effect, 
the  fund  is  borrowing  short  to 
lend  long,  an  old  and  danger 
ous  game  on  Wall  Street.  It 
works  beautifully  until  inter 
est  rates  spike  up,  at  which  point  the 
common  shareholders  are  facing  arti- 
ficially depressed  yields  and  unusual 
ly  large  capital  losses. 

"If  you  want  to  make  a  bet  on 
munis,  you  should  either  buy  the 
bonds  themselves  or  a  no-load  open- 
end  fund,"  says  Robert  Gordon,  presi 
dent  of  Twenty-First  Securities.  "Cer 
tainly  you  shouldn't  buy  closed-end 
funds  at  a  premium."  Indeed,  he  and 
others  like  him  may  be  short-selling 
the  premium  muni  fund  you  are 
tempted  to  buy.  Don't  be  a  dumb  in- 
vestor. Know  what  you  are  buying.   ■ 


FORBES,  SEPTEMBERS,  1990 


Tenneco: 
leadership 
is  the  key 


As  a  diversified  industrial 
company,  Tenneco's  strategy  is  to  be  a 
leader  in  our  chosen  businesses  worldwide  and 
to  manage  them  for  maximum  shareholder  value. 
Our  growing  pipeline  system  delivers  clean-burning 
natural  gas  to  key  markets.  We  provide  state-of-the-art 
farm  and  construction  equipment.  Smart  suspension  and 
electronic  exhaust  systems  and  non-asbestos  brakes  keep 
our  automotive  parts  business  out  front.  Innovative 
shipbuilding  techniques  have  earned  us  the  largest 
backlog  of  defense  contracts  in  the  shipbuild- 
ing industry.  Our  packaging  division 
provides  recycled  container 
products  for  everyday 
use.  We  develop  and 
market  advanced  chem- 
ical processes  for  the 
bleaching  of  pulp  and 
paper.  And  we've 
formed  a  global 
partnership  for 
producing  soda  ash. 
Leadership  where 
it  counts:  that's 
the  key  to  Tenneco's 
growth.  Call 
1-800-345-9027 
to  learn  more 
about  us. 


Tenneco  Gas  (pipelines)  •  J  I  Case  (farm  and  construction  equipment)  •  Newport  News  Shipbuilding  •  Tenneco  Automotive 
Packaging  Corporation  of  America*  Albright  &  Wilson  (specialty  chemicals) /Tenneco  Minerals 


Annual  Fund  Ratings/Rules 


Fl  ORBES  RATES  FUNDS  Separately  in  bull  and  bear 
markets.  There  are  two  advantages  to  this  ap- 
proach over  a  simple  straight-line  performance 
grade.  One  is  that  it  makes  explicit  the  fact  that  funds 
tend  to  do  well  in  only  one  kind  of  market  environ- 
ment. The  other  is  that  it  enables  you  to  get  a  good 
sense  of  the  risk  in  a  fund.  Funds  with  the  worst  bear 
market  grades  are  the  riskiest.  This  is  key  to  an  invest- 
ment decision:  You  trade  off  risk  against  return. 

The  chart  opposite  displays  the  three  market  cycles 
over  which  we  rate  stock  funds.  Funds  with  records 
across  three  up  periods  are  compared  with  one  another 
and  graded  on  the  curve  for  bull  market  performance. 
Funds  with  only  two  segments  of  bull  market  perfor- 
mance are  graded  separately  against  one  another.  Bear 
market  grades  are  awarded  in  similar  fashion. 

Balanced  funds,  which  invest  in  a  mix  of  stocks  and 
bonds,  are  evaluated 
over  the  same  market 
cycles  as  stock  funds. 
But  they  have  their 
own  grading  pools.  We 
generally  consider  con- 
vertible bond  funds  and 
"asset  allocation" 

funds  that  switch  be- 
tween stocks  and 
bonds  to  be  balanced. 

Foreign  stock  funds 
are  graded  against  one 
another  in  a  similar 
way.  But  their  up  and 
down  segments,  which 
are  defined  by  a  Mor- 
gan Stanley  index,  are 
different;  see  the  chart 

on  page  212.  Taxable  bond  funds  are  rated  against  the 
Merrill  Lynch  index  shown  on  page  220.  Municipal 
bond  funds  (page  230)  are  given  separate  up  and  down 
market  grades  for  performance  over  the  past  five  years. 
For  them,  the  five-year  period  is  divided  into  individual 
one-month  up  or  down  segments  as  defined  by  a  Shear- 
son  Lehman  municipal  bond  index. 

The  "average  annual  total  return"  shows  the  com- 
pound annual  return  of  the  fund  over  three  full  market 
cycles.  This  and  the  other  performance  figures — yield 
and  12-month  total  return — are  net  of  expenses  taken 
off  the  top  by  the  fund  sponsor.  That's  because  expenses 
come  out  before  dividends  are  distributed.  Those  distri- 
butions are  in  turn  used,  along  with  the  fund  net  asset 
values  printed  in  the  daily  newspapers,  to  calculate  a 
performance  figure.  In  the  calculation  of  total  return  we 
assume  that  a  distribution  is  reinvested  in  additional 
shares  of  the  fund  at  the  end  of  the  month  in  which  the 
payout  went  ex-dividend. 

Why  do  we  print  expense  ratios  if  overhead  costs  are 
already  reflected  in  performance  numbers?  Because 
they  are  the  one  component  of  performance  that  is  very 
predictable.  A  lucky  manager  can  put  his  fund  at  the  top 
of  a  chart  in  spite  of  an  excessive  management  fee  or 
high  overhead.  The  next  year  he  may  not  be  so  lucky. 


But  management  fees  and  other  expenses  will  continue 
as  a  drag  on  performance.  Expenses  as  we  define  them 
include  management  fees,  12b-l  "distribution"  fees  and 
overhead.  They  do  not  include  interest  or  brokerage 
commissions  for  the  fund's  trading. 

Our  performance  numbers — both  those  displayed  in 
the  tables  and  those  used  to  award  grades — do  not  take 
into  account  sales  charges.  Thus  we  are  measuring 
portfolio  management  skills  rather  than  investment 
results.  The  only  exception  is  in  the  "hypothetical 
investment  results"  column  of  the  honor  roll  (page 
126).  Performance  and  other  data  are  as  of  June  30. 

Sometimes  a  fund  sponsor  merges  a  large  fund  with  a 
bad  record  into  a  small  fund  with  a  clean  record.  We 
treat  this  transaction  as  if  the  merger  had  gone  the 
reverse  way,  thus  preserving  the  large  fund's  perfor- 
mance history.  This  explains  why  our  performance 

numbers  for  several ' 
funds  differ  from  those 
claimed  by  the  funds. 
Also,  we  do  not  ex- 
punge a  fund's  history 
when  its  management 
changes  hands. 

Funds  marketed  by 
several  brokers,  includ- 
ing Merrill  Lynch  and 
Pru-Bache,  give  inves- 
tors a  choice  between 
shares  with  a  declining 
back-end  load  and  fair- 
ly high  12b-l  fees,  and 
shares  with  a  front-end 
load  and  little  or  no 
12b-l  fees.  We  report 
performance  for  the 
latter  type  of  shares  but  assets  for  the  entire  fund. 

Yield  is  the  sum  of  dividends  from  investment  in- 
come over  the  past  12  months,  divided  by  the  June  30 
net  asset  value.  It  may  differ  from  the  30-day  yield  as 
defined  by  the  Securities  &  Exchange  Commission. 

To  be  included  in  the  annual  survey  a  fund  must  have 
a  minimum  investment  below  $100,000  and  be  open  to 
the  general  public.  An  exception  to  the  latter  rule  is 
made  for  certain  widely  held  membership-only  funds, 
such  as  those  of  the  American  Association  of  Retired 
Persons.  A  fund  must  have  12  months  of  performance 
data  before  we  add  it  to  our  catalog. 

A  stock  or  balanced  fund  is  added  to  the  survey  when 
it  reaches  $5  million  in  assets  and  dropped  when  assets 
fall  below  $2  million.  Taxable  bond  funds  must  have 
either  $100  million  in  assets  or  $25  million  and  either  a 
foreign  portfolio  or  enough  history  to  be  rated.  Munici- 
pal bond  funds  must  have  either  $100  million  in  assets 
or  $25  million  and  a  single-state  portfolio.  Taxable 
money  markets  must  have  $500  million  in  assets;  tax- 
free  money  markets,  $100  million  or  $25  million  and  a 
single-state  portfolio. 

Much  of  the  raw  data  for  this  issue  come  from  cda 
Investment  Technologies  in  Rockville,  Md.  and  Lipper 
Analytical  Services  in  New  York  City.  ■ 


Patrick  McDonnell 
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Annual  Fund  Ratings 


tock  funds 

lES  rates  stock  funds  over  the  three  market  cycles  shown 
le  chart  below.  To  be  rated,  a  fund  must  have  been  in 
tence  for  at  least  two  of  the  market  cycles,  that  is,  since 
:  30,  1983.  Foreign  stock  funds,  a  category  that  includes 
t  gold  funds,  are  rated  separately  against  a  different 
ihmark  (see  page  212).  Performance  and  other  data  are  as 
me  30,  1990.  For  more  information  about  a  fund,  call  or 


write  the  distributor  listed  after  the  fund  name,  using  the 
table  of  distributors  that  begins  on  page  248.  Closed-end 
funds  have  no  distributor;  they  can  be  bought  and  sold  in  the 
secondary  market  through  a  broker,  like  shares  of  industrial 
companies.  The  average  annual  total  return  is  compounded; 
it  and  other  performance  numbers  are  calculated  after  deduct- 
ing expenses  but  before  sales  load. 


1  ING  MARKETS 

7/31/82  TO 
6/30/83 

7/3 1/84  TO 
8/31/87 

11/30/87  TO 
6/30/90 

1  ALINING  MARKETS 

11/30/80  TO 

7/31/82 

6/30/83  TO 

7/31/84 

8/31/87  TO 
11/30/87 

10  SCALE               300 
0=11/30/80) 

250 

_^t^ 

The  Standard  &  Poor's  500,  scaled  so  that 
Nov.  30,  1980  Is  100,  shows  the  market 
segments  against  which  FORBES  measures 
stock  fund  and  balanced  fund  performance. 

A 

A 

^1 

200 

^./^S^/^' 

%- 

\ 

/^'^^-'^''^'IlI^H^^^^^^^^Br' 

J 

:                                  150 

J^ 

-10% 

r^' 

100 

•24% 

+57% 

+119             -30 

+55% 

erfonnance 

in              in 
UP         DOWN 
— markets 

Fund/distributor 

Total  1 

eturn 

Yield 

Assets 

Maximum 
sales 
charge 

Annual 
expenses 
per  $100 

Annual 

average 

11/80  to 

6/90 

Last 

12 

months 

6/30/90 
(Smil) 

%  change 
'90  vs  '89 

! 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.9% 
12.1% 

16.4% 
12.3% 

3.2% 
2.7% 

$1.44 

AAL  Capital  Growth  Fund/AAL  Mutual 

* 

16.8% 

2.1% 

$143 

155% 

4.75% 

$l40p 

AARP  Growth-Capital  Growth/Scudder 

- 

1.3 

0.6 

219 

50 

none 

1.11 

AARP  Growth-Growth  &  Income/Scudder 

— 

7.0 

4.3 

269 

23 

none 

1.08 

c 

D 

ABT  Growth  &  Income  Trust/ ABT 

10.0% 

5.3 

4.4 

96 

-7 

4.75 

123 

•A 

•D 

ABT  Invest-Emetging  Growth/ ABT 

— * 

16.5 

none 

20 

-4 

4.75 

1.78 

•D 

•A 

ABT  Invest-Security  Income/ ABT 

_• 

-4.2 

5.9 

5 

-32 

4.75 

2.32 

D 

A 

ABT  Utility  Income  Fund/ ABT 

11.5 

11.6 

6.2 

144 

24 

4.75 

1 21 

B 

C 

Acorn  Fund/Acom 

14.5 

12.3 

1.3 

953 

29 

none§ 

0.73 

1 

Adam  Investors/Siebel 

— • 

17.5 

5.1 

4 

43 

none 

1.71 

P 

B 

Adams  Express/closed-end 

12.5 

16.5 

3.9 

567 

11 

NA 

0.51 

Advance  Amer-Equity  Inc/Oppenheimet 

— * 

2.5 

2.5 

11 

15 

4.75 

229p 

Advantage  Growth  Fund/Advest 

— * 

13.4 

1.2 

30 

8 

4.00b 

2..5J 

nd  rated  for  two  periods  only;  maximum  allowable  grade  A     'Fund  not  in  operation  for  full  period.     §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to 
fund.    Expense  ratio  is  in  italics  if  U}e fund  has  a  shareholder-paid  12b- 1  plan  exceeding  0.1%  (hidden  load)  pending  or  in  force     b:  Includes  back-end  load  that  reverts 
istributor.     p:  Net  of  partial  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available. 

Distributor  table,  page  248.  Rules,  page  176. 
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Annual  Fund  Ratings 


1 

Performance 

in              in 
UP         DOWN 
markets 

Fund/distributor 

Total 

return 

Yield 

Assets 

Maximum 
sales 
charge 

expt 
per: 

Annual 

average 

11/80  to 

6/90 

Last 

12 

months 

6/30/90 
($mil) 

%  change 
'90  vs  '89 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.9% 
12.1% 

16.4% 
12.3% 

3.2% 
2.7% 

$1.-: 

C 

B 

Affiliated  Fund/Lord  Abbett 

14.4% 

11.1% 

4.4% 

$3,554 

2% 

6.75% 

SO.^. 

F 

C 

Afuture  Fund/Afuture 

2.9 

0.9 

0.9 

7 

-15 

none 

1.; 

C 

B 

Aim  Equity-Charter  Fund/ AIM 

13.0 

23.T 

3.6 

90 

36 

5.50 

/._• 

A  + 

F 

Aim  Equity-Constellation  Fund/AIM 

12.1 

33.4 

0.1 

129 

53 

5.50 

1.: 

A  + 

D 

Aim  Equity-Weingarten  Equity/AIM 

16.1 

30.6 

0.5 

684 

101 

5.50 

11 

•B 

•D 

Aim  Summit  Fund/AIM 

» 

19.6 

1.9 

306 

43 

.. 

O.i 

Alger  Fund-Growth/Alger 

— * 

30.1 

none 

7 

30 

5.00b 

J.i 

Alger  Fund-Small  Capitalization/Alger 

— ' 

33.6 

none 

31 

300 

5.00b 

_>  ; 

Alliance  Counterpoint  Fund/Alliance 

— • 

1.4 

1.2 

57 

8 

5.50 

16 

B 

D 

Alliance  Fund/Alliance 

11.0 

14.4 

2.0 

724 

-12 

5.50 

0.7 

C 

B 

Alliance  Growth  &  Income'/AIIiance 

15.1 

12.5 

3.6 

370 

1 

5.50 

1.0 

A  + 

D 

Alliance  Quasar  Fund/Alliance 

14.4 

2.5 

none 

343 

84 

5.50 

11 

A  + 

•D 

Alliance  Technology  Fund/Alliance 

— * 

25.8 

none 

166 

11 

5.50 

1.6 

D 

D 

AMA  Family  of  Funds-Classic  Grow/AMA 

8.1 

6.5 

3.2 

17 

-50 

none 

17 

AMA  Family  of  Funds-Growth  +  Inc/AMA 

— * 

6.7 

2.4 

9 

-20 

none 

2  1 

C 

B 

Amcap  Fund/American  Funds 

14.7 

14.6 

2.5 

2,163 

14 

5.75 

0.7. 

C 

A 

American  Capital  Comstock/ American  Cap 

15.5 

15.9 

3.5 

952 

5 

8.50 

0.6 

B 

D 

American  Capital  Enterprise/American  Cap 

10.4 

16.3 

3.5 

602 

6 

5.75 

0.7i 

B 

D 

American  Capital  Exchange  Fund/t 

11.1 

19.8 

2.2 

41 

-9 

none 

0.7; 

C 

A 

American  Capital  Pace  Fund/American  Cap 

16.3 

13.5 

2.9 

2,457 

2 

5.75 

0.7. 

D 

A 

American  Capital  Venture/American  Cap 

13.2 

24.8 

1.5 

242 

25 

5.75 

0.9; 

American  Gas  Index  Fund/Rushmore 

— * 

10.8 

4.5 

93 

189 

none 

0.7 1 

D 

A 

American  Growth  Fund/ American  Growth 

9.7 

12.4 

4.0 

59 

-2 

8.50 

1.3: 

C 

F 

American  Investors  Growth/Amer  Investors 

0.5 

15.3 

0.4 

73 

13 

8.50 

1.5; 

D 

A 

American  Leaders  Fund/Federated 

15.2 

7.0 

4.3 

150 

0 

4.50 

101 

D 

A 

American  Mutual  Fund/ American  Funds 

16.1 

10.9 

4.9 

3,492 

18 

5.75 

0.5S. 

B 

C 

American  National  Growth/Securities  Mgmt 

13.6 

12.1 

2.7 

107 

4 

8.50 

1.06 

D 

A 

American  National  Income/Securities  Mgmt 

14.9 

12.8 

4.2 

74 

13 

8.50 

1.17 

AMEV  Advantage-Capital  Apprec/AMEV 

— * 

35.1 

0.1 

23 

118 

4.50 

1.80 

A 

B 

AMEV  Capital  Fund/ AMEV 

15.2 

18.4 

1.6 

159 

26 

4.75 

1 16 

A 

•C 

AMEV  Fiduciary  Fund/AMEV 

— * 

19.3 

0.7 

35 

16 

4.50 

142  [ui 

A 

C 

AMEV  Growth  Fund/AMEV 

15.2 

23.3 

0.2 

256 

22 

4.75 

1.0lt\ 

C 

C 

Amway  Mutual  Fund/Amway 

11.1 

21.7 

0.9 

41 

14 

6.50 

1.20  rf 

D 

A 

Analytic  Optioned  Equity  Fund/Analytic  Option 

11.3 

9.7 

3.7 

108 

-2 

none 

1.09  « 

API  Trust-Growth/ Amer  Pension 

* 

3.5 

0.8 

31 

-A 

none 

''% 

D 

C 

Armstrong  Associates/Armstrong 

7.9 

5.6 

3.3 

10 

0 

none 

1.90 

•Fund  rated  for  rvvo  periods  only;  maximum  allowable  grade  A      *Fund  not  in  operation  for  full  period.     ^Exchange  fund,  not  currently  selling  new  shares, 
only  through  monthi)'  contractual  plan.     F.xpetise  ratio  is  in  italics  if  the  fund  has  a  shareholder  paid  12h-l  plan  exceeding  01%  (hidden  load)  pending  ( 
b:  Includes  back-end  load  that  re\erts  to  distributor,     p;  Net  of  panial  absorption  of  expenses  b\'  fund  sponsor.     'Formerly  Alliance  Dividend  Shares. 

Distributor  table,  page  248.  Rules,  page  176. 
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An  active  retirement 
aarts  with  an  active  investment 


list  when  you  start  getting  the 
i  e  to  do  more,  you  stop  getting  a 
( ular  paycheck.  That  is,  unless  you 
St  in  our  Unit  Investment  Trusts . 
They're 
active  invest- 
ments be- 
^  cause  they 
pay  income 
every  month. 
To  meet  your  specific  objectives, 
.''  1  can  choose  from  portfolios  with 

vearson  Lehman  Brothers 


tax-free  income,  a  high  degree  of 
safety  from  government  securities  or 
attractive  current  income  from 
corporate  bonds . 

And  the  portfolios  are  supervised, 
but  because  they  remain  relatively 
fixed,  there  is  no  management  fee. 

So  for  an  active  retirement,  consider 

Merrill  Lynch 

Prudential -Bache  Securities 


investing  in  our  Unit  Investment 
Trusts.  They  can  help  your  check- 
book keep  up  with  your  lifestyle. 

A  free  prospectus  containing  more 
complete  information,  including  all 
charges  and  expenses,  is  available. 
Read  the  prospectus  carefully  before 
you  invest  or  send  money. 


Call  your  Financial  Consultant 
or  1-800-223-0509  Ext.  598. 


Dean  Witter  •  RaineWebber 
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Performance 

in               in 
UP         DOWN 
markets 

Fund/distributor 

Total  return 

Yield 

Assets 

Maximum 
sales 
charge 

1 

A 

Annual 

average 

11/80  to 

6/90 

Last 

12 

months 

Ani^H 

6/30/90 
(Smil) 

%  change 
'90  vs  '89 

expe    ^ 

per  3    * 

Standard  &  Poor's  500  stock  average 
Forbes  stock  hind  composite 

14.9% 

12.1% 

16.4% 
12.3% 

3.2% 
2.7% 

$1.4    f 

ASO  Outlook  Gtoup-Equity/Winsbury 

_• 

10.9% 

2,8% 

$15 

314% 

none 

$1,2 

Associated  Planners  Stock  Fund/Assoc  Plan 

-* 

21.2 

1.5 

20 

34 

4,75% 

2,2 

I. 

A 

F 

Axe-Houghton  Stock  Fund/Axe 

9.0% 

19.0 

0.7 

70 

14 

none 

/6 

Babson  Enterprise  Fund/Jones  &  Babson 

» 

8.7 

1.4 

96 

33 

none 

1,2 

C 

D 

Babson  Growth  Fund/)ones  &  Babson 

11.3 

6.1 

2,4 

259 

-3 

none 

0,8 

Babson  Value  Fund/|ones  &  Babson 

-* 

4.5 

2.7 

25 

123 

none 

1,0 

L 

Baird  Blue  Chip  Fund/Baird 

-• 

20.5 

1.8 

33 

63 

5,75 

;« 

Baird  Capital  Development  Fund/Baird 

_• 

18.9 

0.5 

23 

18 

5,75 

/«( 

D 

B 

Baker,  Fentress  &  Co/closed-end 

11.7 

0.1 

3.0 

447 

-6 

NA 

0,6- 

Baron  Asset  Fund/Baron 

-• 

-2.2 

1.1 

55 

74 

2,00b 

/,"' 

•D 

•A 

Bartlett  Capital-Basic  Value/Bartlett 

— • 

5.3 

6.8 

109 

2 

none 

1,1' 

•D 

•A 

Bascom  Hill  Investors/Madison 

-• 

-5.0 

5.4 

9 

_2 

none 

\M 

l" 

D 

B 

Beacon  Hill  Mutual  Fund/Beacon  Hill 

11.0 

17.2 

none 

4 

18 

none 

3,5/ 

Benham  Gold  Equities/Benham 

-* 

9.8 

0.5 

79 

452 

none 

1,0C 

B 

D 

Berger  One  Hundred  Fund'/Berger 

11.7 

28.0 

0.1 

19 

59 

none 

16:. 

C 

A 

Bergstrom  Capital/closed-end 

18.2 

17.8 

1.5 

73 

9 

NA 

0,97 

Berwyn  Fund/Berwyn 

— • 

0.7 

0,7 

14 

13 

none§ 

1,42 

Blanchard  Precious  Metals  Fund/Sheffield 

-• 

-12.5 

0.5 

30 

19 

none^ 

Z.95 

Blanchard  Strategic  Growth/Sheffield 

— • 

7.9 

2.5 

243 

-2 

none^ 

228 

Blue  Chip  Value  Fund/closed-end 

-* 

11.8 

10.2 

73 

1 

NA 

1.38 

B 

C 

Boston  Co  Capital  Appreciation/Boston  Co 

13.8 

7,3 

2.1 

606 

11 

none, 

123 

Boston  Co  Special  Growth  Fund/Boston  Co 

— * 

-0.8 

1.7 

44 

-6 

none 

1.80 

Brandywine  Fund/Brandywine 

_• 

31.8 

0.2 

287 

94 

none 

1.12 

D 

B 

Bridges  Investment  Fund/Bridges 

10.9 

15.1 

4.1 

12 

21 

none§ 

1,02 

C 

D 

Bull  &  Bear  Capital  Growth/Bull  &  Bear 

8,2 

17.3 

none 

72 

2 

none 

2  66 

A 

D 

B 

Bull  &  Bear  Equity-Income  Fund/Bull  &  Bear 

10.2 

7.2 

3.5 

11 

-8 

none 

298 

Bull  &  Bear  FinI  News  Comp/Bull  &  Bear 

— * 

12.4 

2.7 

10 

-84 

none 

1S3 

Bull  &  Bear  Special  Equities/Bull  &  Bear 

— * 

44.3 

none 

32 

731 

none 

3 sop 

1 

D 

A 

Bumham  Fund/Bumham 

13.0 

8.8 

5.8 

133 

-22 

5.00 

1,08 

Calvert  Ariel  Growth  Fund/Calvert 

— * 

8.7 

1.4 

248 

169 

t 

1.41 

J 

•B 

•C 

Calvert  Fund-Capital  Value^/Calvert 

-• 

15.7 

1.2 

10 

30 

4.50 

148 

1 

Calvert  Fund-Washington  Area  Gr/Calvert 

— * 

-12.1 

none 

16 

-21 

4.50 

241 

i!:iy 

Calvert  Social  Inv-Equity/Calvert 

_» 

11.8 

1.3 

22 

296 

4.50 

0.21p 

.l'ii« 

C 

B 

Capital  Exchange  Fund/I 

12.7 

20.9 

2,0 

79 

12 

NA 

0.89 

f^'?i» 

Capital  Income  Builder/ American  Funds 

— * 

9,6 

5,2 

222 

28 

5,75 

1  11 

t^ 

Capstone  EquityGuard  Stock/Capstone 

-* 

-4,5 

2,5 

2 

-55 

4,75 

2.50f 

-  ^ 

•Fund  rated  for  rwo  periods  unh .  maximum  allowable  grade  A.     'Fund  not  in  operation  for  full  period,     fClosed  to  new  investors.     ^Exchange  fund,  not  currently  sellir 
new  shares.     §Distributor  ma\  impose  redemption  fee  whose  proceeds  reven  to  the  fund.    Expense  ratio  is  in  italics  if  the  fund  has  a  siMreholder-paid  12h-l  pla 
exceeding  0.1%  (hidden  loadjpetuiin^  or  in  force     b:  Includes  back-end  load  that  reverts  to  distributor,   "p:  Net  of  partial  absoqition  of  expenses  b\'  fund  sponsor.     N, 
Not  applicable  or  not  available      'Formerly  One  Hundred  Fund.     -Flat  fee  of  $125  on  initial  investment.     ^Formerly  Calvert  Fund-Equit\' 

Distributor  table,  page  248.  Rules,  page  176. 
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It  may  seem  like  a  business  paradox,  but  sometimes  less  is  more 
At  least  when  it  comes  to  adding  paper  and  toner  to  the  new  Minolta  EP  8600 
■volume  copier  Its  triple  barrel  toner  capacity  lets  you  produce  up  to  50,000 
:s  between  refills.  Or  almost  double  that  of  any  other  machine  in  its  class. 

Now  that's  productivity  But  it's  just 
the  beginning. 
I  ^^B     ^^         With  its  standard  paper  trays  and 
optional  large  capacity  tray  you  can  load 
up  to  4000  sheets.  And  at  60  copies  a 
minute,  you'll  get  a  lot  more 
accomplished.   • 
An  LED  help  screen  accesses  over  40  different  messages 
solving  virtually  any  copying  problem  at  the  touch  ©fa  button. 

<  39  Minolta  Corporation 


Minolta's  Intelligent  Commander  makes  time-consuming  jobs  easier  It's  a 
self-contained  editor  and  control  panel  that  lets  you  program  and  store  different 
operational  sequences  on  a  memory  card. 

Other  innovative  features  in  the  EP  8600  include  automatic  duplexing, 
reduction  (up  to  61%  of  original)  and  enlargement  (up  to  164%  of  original), 
automatic  paper  selection/automatic  magnification  selection,  and  dual  original 
copying  for  producing  your  own  booklets. 

If  you  want  to  get  more  out  of  work,  the  Minolta  EP  8600  could  be 
just  the  kind  of  input  you've  been  looking  for  So  call 
1-800  -USA  -DIAL,  Ext.  777  for  the  Minolta  dealer  nearest  you.     ^^H^ 


COPIERS 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 


Annual  Fund  Ratings 

— , 

Performaiice 

in              in 
UP         DOWN 
markets 

Fund/distributor 

Total 

return 

Yield 

Assets 

Maximum 
sales 
charge 

Ai 

exp 
per 

Annual 

average 

11/80  to 

6/90 

Last 

12 

months 

6/30/90 
($mil) 

%  change 
'90  vs  '89 

if     [K 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.9% 

12.1% 

16.4% 

12.3% 

3.2% 
2.7% 

$1. 

C                A 

Cardinal  Fund/Cardinal 

15.8% 

10.1% 

4,8% 

$198 

27% 

8,50% 

$0. 

Carnegie-Cappiello-Growtb/Camegie 

— * 

14.2 

1,5 

78 

31 

4,50 

;. 

Camegie-Cappiello-Total  Return/Carnegie 

-' 

4.7 

5.0 

81 

16 

4.50 

/. 

c 

Cashman  Farrell  Value  Fund/Capstone 

-• 

-4.0 

2,7 

10 

1 

4.75 

1. 

«    • 

D                D 

Cenual  Securities/closed-end 

8.7 

-6,1 

0,9 

123 

-2 

NA 

1. 

f    • 

C                A 

Century  Shares  Trust/Century  Shares 

17.1 

15.2 

2.7 

143 

12 

none 

0. 

c     • 

A+             B 

CGM  Capital  Devel'/New  England 

20.3 

24.4 

1,6 

208 

8 

t 

0, 

Champion  High  Yield  Fund/Oppenheimer 

-• 

5.9 

12.9 

16 

-31 

4.75 

'1. 

B                B 

Chestnut  Street  Exchange  Fund/t 

15.0 

17,5 

2.3 

171 

11 

NA 

0. 

Cigna  Aggressive  Growth  Fund/Cigna  Mutual 

-• 

18.7 

0,2 

12 

-6 

5,00 

1. 

D 

B                C 

Cigna  Growth  Fund/Cigna  Mutual 

12.3 

23,3 

1.8 

187 

5 

5,00 

It 

Cigna  Utilities/Cigna  Mutual 

-• 

12.8 

5,2 

67 

81 

5,00 

n 

Cigna  Value  Fund/Cigna  Mutual 

— * 

28,5 

2.6 

91 

33 

5,00 

i.i 

,\t 

Clipper  Fund/Pacific  FinI 

* 

0.9 

2,4 

151 

45 

none 

1, 

A                D 

Colonial  Growth  Shares  Trust/Colonial 

13.1 

13.3 

1.6 

133 

21 

6,75 

/.( 

B 

Colonial  Small  Stock  Index  Trust/Colonial 

— • 

0.4 

0,3 

43 

-8 

4,75 

/.< 

1 

D                B 

Colonial  Strategic  Inc-Diversified/Colonial 

8.7 

4.1 

10,4 

433 

-22 

6,75 

u 

[ 

Colonial  Strategic  Inc-Inc  Plus/Colonial 

— • 

1,4 

11,7 

79 

-27 

6.75 

1.1 

A 

Colonial  US  Equity  Index  Trust/Colonial 

-* 

14.2 

1,9 

38 

13 

4,75 

i.t 

Colonial  VIP  Equity-Div  Return/Colonial 

-* 

5.5 

2,8 

27 

127 

5,00b 

2.2 

Colonial  VIP  Equity-GrowthVColonial 

-* 

3,1 

0,6 

12 

75 

5.00b 

2.2 

D 

Colonial  VIP  Equity-Inflation  Hedge/Colonial 

— * 

11,9 

2,7 

6 

43 

5.00b 

2.2 

C 

A                C 

Columbia  Growth  Fund/Columbia 

15.3 

16.6 

2.2 

329 

38 

none 

0.9 

Columbia  Special  Fund/Columbia 

— * 

18.7 

0.1 

142 

124 

none 

1,2 

D 

Common  Sense-Growth/Common  Sense 

» 

18.5 

1,5 

988 

47 

8,50 

1.6 

Common  Sense-Grow  &  Inc/Common  Sense 

— * 

15.5 

2,4 

402 

77 

8,50 

1,3 

D                A 

Commonwealth  Inv-Growth'/Trusteed 

14,6 

10,5 

3.8 

8 

17 

7,50 

1.2 

D                A 

Composite  Growth  Fund/Murphey  Favre 

13.2 

0.9 

4,5 

70 

-3 

4,00 

11 

D 

Composite  Northwest  50  Fund/Murphey  Favre 

— * 

28.9 

0.5 

45 

360 

4,50 

1.4 

D 

Cotmecticut  Mutual-Growth/Phelps 

— • 

18.2 

4,0 

39 

22 

6,25 

1,1 

D              -A 

Copley  Fund/Copley 

— * 

6.0 

none 

30 

18 

none 

1,8 

6 

Counsellors  Capital  Appreciation/Coimsellors 

— * 

9.8 

1.9 

74 

45 

none 

1.0 

D 

Counsellors  Emerging  Growth/Counsellors 

4- 

4.5 

2,9 

31 

35 

none 

1,2 

C 

Counsellors  Tandem  Securities/closed-end 

— * 

14,2 

1,8 

65 

-35 

NA 

1,0 

D 

C                C 

Country  Capital  Growth  Fund/Country  Cap 

12,3 

15.9 

3,7 

82 

10 

3,00 

0,8 

Cowen  Income  +  Growth  Fund/Cowen 

— * 

2,5 

4,3 

44 

-2 

4,85 

2  0 

\ 

•Fund  rated  for  iwx>  periods  only;  maximum  allowable  grade  A,     *Fund  not  in  operation  for  full  period.     fClosed  to  new  investors.     ^Exchange  fund,  not  currently  sel 
new  shares.    Expeme  ratio  is  in  italics  if  the  fund  has  a  sljareholder-paid  12b-l  plan  exceeding  0.1%  (hidden  load)  pending  or  in  force     b;  Includes  back-end  load 
reverts  to  distributor,     p:  Net  of  partial  absorption  of  expenses  by  fiind  sponsor.     NA:  Not  applicable  or  not  available.     'Formerly  Loomis-Sayles  Capital  Developm 
^Formerly  Colonial  VIP-Atgressive  Growth.     'Formerly  GPM  Fund. 
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crformance 

in              in 
UP         DOWN 
— markets 

Fund/distributot 

Total 

return 

Yield 

Assets 

Maximum 
sales 
charge 

Annual 
expenses 
per  $100 

Annual 

average 

11/80  to 

6/90 

Last 

12 

months 

6/30/90 
($mil) 

%  change 
'90  vs  '89 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.9% 
12.1% 

16.4% 
12.3% 

3.2% 
2.7% 

$1.44 

Cowen  Opportunity  Fund/Cowen 

— * 

33.2% 

none 

$9 

27% 

4,85% 

S3.28p 

Cypress  Fund/closed-end 

— * 

1.7 

none 

63 

-28 

NA 

3,05p 

C 

C 

Dean  Witter  American  Value/Dean  Witter 

10.6% 

12.3 

2.0% 

101 

11 

5.00b 

166 

•D 

•D 

Dean  Witter  Devel  Grow  Sees/Dean  Witter 

— * 

27.0 

0.4 

97 

14 

5.00b 

194 

C 

•A 

Dean  Witter  Div  Grow  Sees/Dean  Witter 

— * 

10.3 

i.i 

3,111 

45 

5.00b 

141 

C 

•C 

Dean  Witter  Natural  Res  Dev/Dean  Witter 

— * 

14.2 

3.2 

159 

17 

5.00b 

1.81 

Dean  Witter  Option  Income/Dean  Witter 

— * 

7.1 

5.3 

179 

-23 

5.00b 

J  06 

Dean  Witter  Utilities  Fund/Dean  Witter 

_> 

7.3 

5.8 

1,268 

92 

5.00b 

1  68 

Dean  Witter  Value-Added  Mkt/Dean  Witter 

— * 

6.1 

1.7 

148 

90 

5.00b 

194 

D 

A 

Delaware  Group  Decatur  Fund-I/Delaware 

15.5 

3.0 

6.3 

1,850 

7 

8.50 

0,67 

Delaware  Group  Decatur  Fund-II/Delaware 

— * 

6.1 

4.8 

374 

46 

4.75 

1  24 

Delaware  Group  DelCap  Fund-I/Delaware 

_• 

17.8 

0,8 

192 

62 

4.75 

1  42 

A  + 

C 

Delaware  Group  Trend  Fund/Delaware 

16.4 

14.1 

0.5 

88 

31 

8.50 

1.30 

Delaware  Group  Value  Fund/Delaware 

— * 

3.5 

1.1 

10 

3 

4.75 

/  -2 

B 

D 

Depositors  Fund  of  Boston/t 

11.7 

15.2 

1.9 

58 

2 

NA 

0.85 

B 

C 

Diversification  Fund/t 

13.8 

16.3 

1.8 

69 

9 

NA 

0.85 

F 

•B 

Dividend/Growth-Dividend/Dividend  Growth 

— • 

9.3 

3.2 

2 

-14 

none 

2.49 

:     A 

B 

Dodge  &.  Cox  Stock  Fund/Dodge  &  Cox 

16.3 

15.5 

3.0 

157 

58 

none 

0,65 

Dover  Regional  Financial  Shares/closed-end 

— • 

-22.0 

2.3 

5 

-25 

NA 

1,96 

Dreyfus  Capital  Value  Fund/Dreyfus 

— * 

-3.4 

6.3 

679 

17 

4.50 

1  22 

i     D 

A 

Dreyfus  Fund/Dreyfus 

13.0 

14.4 

4.8 

2,747 

16 

none 

0,75 

\    C 

D 

Dreyfus  Growth  Opportunity  Fund/Dreyfus 

8.3 

7.4 

4.4 

512 

-12 

none 

1,00 

Dreyfus  Index  Fund/Dreyfus 

— • 

15.3 

3.1 

66 

53 

none 

0,85 

D 

B 

Dreyfus  Leverage  Fund/Dreyfus 

11.6 

13.6 

4.3 

474 

2 

4,50 

1,58 

Dreyfus  New  Leaders  Fund/Dreyfus 

— • 

16.3 

1.3 

183 

87 

none 

13^ 

1 

Dreyfus  Strategic  Aggres  Inv  LP/Dreyfus 

* 

6.3 

none 

80 

-40 

3.00 

.■i  06p 

Dreyfus  Strategic  Investing/Dreyfus 

4- 

14.9 

1.1 

112 

10 

4.50 

2.09p 

D 

C 

Dreyfus  Third  Century  Fund/Dreyfus 

9.6 

19.5 

2.5 

197 

23 

none 

1,04 

D 

B 

Eagle  Growth  Shares/Baxter 

9.2 

-1.3 

0.3 

4 

42 

8.50 

l,53p 

Eaton  Vance  Equity-Income/Eaton  Vance 

% 

5.6 

5.5 

42 

791 

6.00b 

/  _'5/> 

B 

B 

Eaton  Vance  Growth  Fund/Eaton  Vance 

14.3 

18.8 

0.9 

91 

7 

4,75 

0  99 

D 

B 

Eaton  Vance  Special  Equities/Eaton  Vance 

11.6 

25.3 

none 

59 

15 

4,75 

1  22 

C 

B 

Eaton  Vance  Stock  Fund/Eaton  Vance 

13.5 

18.5 

3.5 

88 

7 

4,75 

0,90 

D 

•A 

Eaton  Vance  Total  Return/Eaton  Vance 

* 

8.8 

6.1 

480 

-1 

4,75 

1.15 

Eclipse  Financial  Asset-Equity'/Eclipse 

~ 

3.5 

2.2 

200 

8 

none 

1,09 

A 

F 

Engex/closed-end 

6.0 

3.5 

2.2 

12 

-6 

NA 

2.25 

ind  rated  for  two  periods  only,  maximum  allowable  grade  A.     'Fund  not  in  operation  for  full  period.     ifExchange  fund,  not  currently  selling  new  shares.    Exp 
1  italics  if  the  fund  has  a  shareholder-paid  1 2b- 1  plan  exceeding  0. 1  %  Ojidden  load)  pending  or  in  force     b:  Includes  back-end  load  that  reverts  to  distributor, 
tial  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available.     'Formerly  Eclipse  Equity  Fund. 
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Annual  Fund  Ratings 

■ 

■—^^ 

Performance 

in              in 
UP         DOWN 
markets 

Fund/distributor 

Total 

return 

Yield 

Assets 

Maximum 
sales 
charge 

An 
exp 
per 

Annual 

average 

11/80  to 

6/90 

Ust 

12 

months 

1   ' 

6/30/90 
($mil) 

%  change 
'90  vs  '89 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.9% 
12.1% 

16.4% 
12.3% 

3.2% 
2.7% 

$1.. 

Enterprise  Group-Cap  Apprec'/Enterprise 

» 

25.4% 

none 

$13 

205% 

4.75% 

t2. 

B 

B 

Enterprise  Group-Growth/Enterprise 

15.9% 

14.3 

0.2% 

61 

27 

4.75 

2 

^ 

Enterprise  Group-Growth  &  Inc/Enterprise 

— • 

4.0 

3.6 

35 

65 

4.75 

2 

Equitable  Funds-Growth/Equitable 

-' 

12.0 

none 

19 

101 

5.00b 

2.1 

Equitec  Siebel  Aggressive  Growth/Equitec 

— ♦ 

12.1 

0,4 

32 

-9 

5.00b 

2.. 

Equitec  Siebel  Total  Return  Fund/Equitec 

-• 

12.9 

3.5 

126 

-4 

5.00b 

/< 

B 

•C 

Equity  Strategies  Fund/EQSF 

— * 

51.4 

2.9 

69 

39 

t 

1.2 

Evergreen  American  Retirement/Lieber 

— * 

5.0 

5.9 

12 

19 

none 

\.\ 

B 

C 

Evergreen  Fund/Lieber 

12.5 

1.9 

2.9 

733 

-7 

none 

1.1 

Evergreen  Global  Real  Estate/Lieber 

— • 

9.5 

1.7 

7 

18 

none 

2.0 

•A 

•B 

Evergreen  Limited  Market  Fund/Lieber 

— • 

8.4 

2.0 

42 

17 

t 

1.3 

D 

A 

Evergreen  Total  Return  Fund/Lieber 

14.9 

1.5 

6.0 

1,239 

-9 

none 

1.1 

Evergreen  Value  Timing  Fund/Lieber 

— * 

11.2 

4.3 

39 

35 

none 

1.5 

Excel  Midas  Gold  Shares/Excel 

-* 

6.9 

none 

9 

-16 

4.50 

2.Z  \     iC 

D 

•B 

Excel  Value  Fund/Excel 

— • 

6.1 

3.5 

3 

-25 

4.50 

5.1 

B 

C 

Exchange  Fund  of  Boston/} 

13.3 

13.1 

1.9 

64 

7 

NA 

0.8^ 

D 

•C 

Fairmont  Fund/Fairmont 

— * 

-7.6 

1.4 

26 

-51 

none 

1.6: 

t    • 

D 

C 

FBL-Growth  Common  Stock/FBL 

7.2 

9.9 

5.6 

36 

-3 

5.00b 

16. 

C 

C 

Federated  Exchange  Fund/} 

12.4 

8.5 

2.6 

94 

-3 

NA 

1.0/ 

jt   . 

Federated  Growth  Trust/Federated 

* 

17.3 

4.0 

180 

29 

none 

l.Olj 

C 

•A 

Federated  Stock  Trust/Federated 

— * 

4.2 

3.4 

446 

-26 

none 

l.OC 

Fidelity  Blue  Chip  Growth  Fund/Fidelity 

— * 

29.6 

0.8 

149 

229 

3.00b 

1.35 

Fidelity  Capital  Appreciation/Fidelity 

— * 

4.4 

1.5 

2,074 

-5 

3.00b 

1.14 

A 

B 

Fidelity  Congress  Street  Fund/} 

17.2 

23.1 

2.9 

63 

10 

none 

0.62 

D~. 

A 

D 

Fidelity  Contrafund/Fidelity 

14.4 

24.7 

1.4 

537 

178 

3.00 

0.95 

A 

B 

Fidelity  Destiny  Portfolio  I/Fidelity 

18.9 

12.1 

2.7 

1,833 

10 

»* 

0.56 

Fidelity  Destiny  Portfolio  II/Fidelity 

* 

14.3 

1.7 

221 

54 

*♦ 

0.92 

Fidelity  Disciplined  Equity/Fidelity 

— * 

20.5 

0.9 

125 

334 

3.00§ 

1.28 

C 

A 

Fidelity  Equity  Income  Fund/Fidelity 

16.0 

-0.5 

6.9 

4,739 

-1 

2.00 

0.71 

B 

C 

Fidelity  Exchange  Fund/} 

14.8 

18.0 

2.9 

169 

6 

none 

0.58 

A^ 

•A 

•C 

Fidelity  Freedom  Fund/Fidelity 

♦ 

20.5 

2.4 

1,614 

20 

none 

0.92 

B 

B 

Fidelity  Fund/Fidelity 

14.6 

12.9 

3.8 

1,154 

16 

none 

0.64 

D 

Fidelity  Growth  &  Income/Fidelity 

* 

10.9 

4.4 

1,901 

43 

2.00 

0.86 

•A 

•D 

Fidelity  Growth  Company/Fidelity 

— * 

28.7 

0.7 

673 

205 

3.00 

0.95 

I~^ 

A  + 

B 

Fidelity  Magellan  Fund/Fidelity 

23.1 

16.7 

2.4 

14,039 

31 

3.00 

1.03 

B 

Fidelity  OTC  Portfolio/Fidelity 

— * 

10.5 

2.5 

729 

-5 

3.00 

1.33 

•Fund  rated  for  mo  periods  onh';  maximum  allowable  grade  A.     'Fund  not  in  operation  for  full  period.     tClosed  to  new  investors.     ^rExchange  fund,  not  currently  sell 
new  shares.     ''Available  only  through  monthly  contractual  plan.     ^Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  funds.    Expense  ratio  is  in  italic 
the  fund  has  a  shareholder-paid  12b-l  plan  exceeding  0.1%  (hidden  load)  pending  or  in  force     b:  Includes  back-end  load  that  revens  to  distributor,     p:  Net  of  pan 
absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available.     'Formerly  Enterprise  Group-Aggressive  Growth. 
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i: 

r. 

• 

Ih^^^h^^^^^^^^^^^^i 

-. . 

fomumce 

'ti                in 
>  >         DOWN 
'   markets 

Fund/distributor 

Total  return 

Yield 

Assets 

Maximum 
sales 
charge 

Annual 
expenses 
per  $100 

Annual 

average 

11/80  to 

6/90 

Last 

12 

months 

6/30/90 
($mil) 

%  change 
'90  vs  '89 

, 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.9% 
12.1% 

16.4% 
12.3% 

3.2% 
2.7% 

$1.44 

Fidelity  Plymouth-Growth  Gppor/Fidelity 

— * 

12.4% 

0.3% 

$56 

149% 

4,00% 

$223 

Fidelity  Plymouth-Income  &  Grow/Fidelity 

-* 

7.2 

9.1 

62 

48 

4.00 

188 

Fidelity  Real  Estate  Investment/Fidelity 

-* 

0.4 

5.5 

45 

-22 

none 

1.39 

Fidelity  Select-Air  Transportation/Fidelity 

-* 

3.5 

none 

4 

-53 

3.00b 

2.55p 

■■ 

Fidelity  Select-American  Gold/Fidelity 

— * 

6.0 

none 

198 

8 

3.00b 

1.85 

1 

Fidelity  Select-Biotechnology /Fidelity 

— * 

56.4 

none 

157 

290 

3.00b 

2.07 

Fidelity  Select-Broadcast  &  Media/Fidelity 

-* 

-14.2 

none 

8 

-84 

3.00b 

2.51 

Fidelity  Select-Brokerage  &  Inv/Fidelity 

-* 

2.2 

1.4 

4 

3 

3.00b 

2,50p 

Fidelity  Select-Capital  Goods/Fidelity 

-* 

19.5 

0.7 

2 

-5 

3.00b 

2.59p 

Fidelity  Select-Chemicals/Fidelity 

-• 

9.1 

1.0 

22 

-40 

3.00b 

2.37 

Fidelity  Select-Computers/Fidelity 

-* 

31.1 

none 

34 

229 

3.00b 

2.64p 

Fidelity  Select-Electric  Utilities/Fidelity 

-* 

8.2 

2.0 

24 

92 

3.00b 

2.30 

Fidelity  Select-Electronics/Fidelity 

-* 

46.7 

none 

43 

575 

3,00b 

2.57p 

)             •€ 

Fidelity  Select-Energy /Fidelity 

— • 

17.8 

1.4 

86 

5 

3,00b 

1.94 

■ 

Fidelity  Select-Energy  Service/Fidelity 

— ' 

43.0 

none 

80 

III 

3,00b 

2.29 

Fidelity  Select-Environ  Serv/Fidelity 

— • 

30.4 

0.1 

128 

NM 

3,00b 

2.25 

:         #8 

Fidelity  Select-Financial  Services/Fidelity 

-* 

-6.0 

0.3 

23 

-29 

3.00b 

2.22 

Fidelity  Select-Food  &  Agriculture/Fidelity 

-* 

25.2 

0.2 

32 

44 

3.00b 

2.53p 

\+          #0 

Fidelity  Select-Health  Care/Fidelity 

-* 

38.2 

0.5 

292 

70 

3.00b 

1.74 

Fidelity  Select-Industrial  Materials/Fidelity 

-• 

-0.4 

2.7 

3 

-55 

3.00b 

2.59p 

Fidelity  Select-Leisure/Fidelity 

-• 

-5.5 

0.2 

51 

-     -30 

3.00b 

1.96 

Fidelity  Select-Medical  Delivery/Fidelity 

-• 

33.9 

0.2 

45 

205 

3.00b 

2.16 

Fidelity  Select-Paper  &  Forest  Prod/Fidelity 

— * 

-1.4 

1.3 

5 

-34 

3.00b 

2,57p 

D             •€ 

Fidelity  Select-Prec  Metals  &  Mins/Fidelity 

-* 

4.1 

1.5 

185 

-3 

3.00b 

1.93 

Fidelity  Select-Prop  &  Casualty/Fidelity 

— * 

15.9 

0.9 

3 

4 

3.00b 

2.50p 

1 

Fidelity  Select-Regional  Banks/Fidelity 

— * 

-10.7 

1.0 

7 

-66 

3.00b 

2.55p 

Fidelity  Select-Retailing/Fidelity 

— • 

22.2 

1,0 

11 

24 

3.00b 

2.50p 



Fidelity  Select-Savings  &  Loan/Fidelity 

— * 

-11.5 

0.4 

7 

-55 

3,00b 

2,53p 

Fidelity  Select-Software  &  Comp/Fidelity 

— * 

29.0 

none 

16 

56 

3.00b 

2,56p 

\            vD 

Fidelity  Select-Technology /Fidelity 

— * 

26,3 

none 

93 

16 

3.00b 

2,09 

Fidelity  Select-Telecom/Fidelity 

-* 

9.7 

0.4 

79 

-26 

3.00b 

1.85 

D              •A 

Fidelity  Select-Utilities/Fidelity 

-* 

12.0 

1.5 

134 

38 

3.00b 

1.67 

Fidelity  Special  Situations-Initial/Fidelity 

— * 

6.2 

3.8 

18 

-8 

t 

1,00 

Fidelity  Special  Situations-Plymouth/Fidelity 

— * 

5.8 

3.0 

195 

3 

4.00 

1  56 

8               D 

Fidelity  Trend  Fund/Fidelity 

11.5% 

7.6 

1.3 

837 

1 

none 

0,58 

Fidelity  Utilities  Income/Fidelity 

— * 

8.8 

6.9 

180 

33 

none 

1,02 

d  rated  for  rwo  periods  onK-;  maximum  allowable  grade  A,     'Fund  not  in  operation  for  full  period     tClosed  to  new  investors.    Expenseratio  is  in  italics  if  the  fund  has 
reboliier-paid  12h-l  plan  exceeding  0.1%  (hidden  load)  pending  or  in  force     b;  Includes  back-end  load  that  reverts  to  distributor,     p;  Net  of  partial  absorptiijn  of 
nses  by  fUnd  sponsor.     NM:  Not  meaningful. 
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©  1990  IBM  Corporation 


H 


put  IBM,  as  they  get  oldertheir 
r  seems  to  be  iir^rovingT 


"I  run  our  company's  data  center,  and  I've  known  IBM 
since  the  punch  card  days.  Back  then,  they  would  show  up  and 
I'd  take  notes.  How  different  today  Now  I  go  to  their  meetings 
and  they  take  notes. 

"If  they're  planning  a  new  system  or  creating  new  soft- 
ware, they'll  ask  me  what  I  think  of  it,  and  they  don't  fish  for 
compliments. 

"What  a  switch.  Here  I'd  always  planned  around  IBM. 
Now  they're  planning  around  me." 

The  Solution.  If  IBM  has  one  mission  it's  to  help  our 
customers  solve  problems.  Which  means  we'd  better  know  what 
their  problems  are,  and  that's  why  we  have  Customer  Councils. 

On  a  regular  basis,  we  sit  down  with  customers  to  talk 
about  new  directions  and  to  hear  whatever  else  they  might  have 
to  say.  As  a  result  we've  improved  our  products,  our  services  and, 
in  fact,  ourselves.  So  when  customers  are       ^s  ~^""  z^  ^  ? 
happy  with  a  new  IBM  system,  there's  E    ZlE  EzrE 

good  reason  for  it.  They  helped  us  design  it.   ^Z  ZZT"  ZZ  T  zz 


i 


Annual  Fund  Ratings 


1 

Perfomiaiice 

in              in 
UP         DOWN 
markets 

Fund/distributor 

Total  return 

Yield 

Assets 

Maximum 
sales 
charge 

Ai 

exp 
per 

Annual 

average 

11/80  to 

6/90 

Last 

12 

months 

6/30/90 

($mil) 

%  change 
'90  vs  '89 

,. 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.9% 
12.1% 

16.4% 
12.3% 

3.2% 
2.7% 

$1 

B 

C 

Fidelity  Value  Fund/Fidelity 

13.6% 

-0.8% 

1.1% 

$119 

-20% 

none 

$1. 

B 

C 

•C 

Fiduciary  Capital  Growth/Fiduciary  Mgmt 

-* 

8.1 

1.1 

25 

-AQ 

none 

1, 

A 

c 

Fiduciary  Exchange  Fund/t 

14.5 

21.3 

1.7 

52 

-5 

NA 

0. 

C 

D 

Financial  Dynamics  Fund/Financial  Prog 

10,0 

19.4 

1.6 

73 

-18 

none 

0. 

C 

D 

Financial  Industrial  Fund/Financial  Prog 

11.0 

26.9 

2.0 

415 

22 

none 

0. 

F 

i 

1 

C 

A 

Financial  Industrial  Income/Financial  Prog 

15.9 

21.0 

4.3 

572 

43 

none 

0. 

Financial  Strategic-Energy/Financial  Prog 

-* 

11.0 

2.0 

12 

46 

none 

1.1 

Financial  Strategic-Gold/Financial  Prog 

-* 

4.4 

0.4 

40 

40 

none 

l.l 

Financial  Strategic-Health  Sci/Financial  Prog 

-* 

55.4 

0.4 

88 

520 

none 

if 

Financial  Strategic-Leisure/Financial  Prog 

— * 

13.5 

1.4 

9 

-36 

none 

ll 

Financial  Strategic-Technology/Financial  Prog 

— * 

44.7 

none 

46 

419 

none 

ijl 

Financial  Strategic-Utilities/Financial  Prog 

— * 

4.9 

3.8 

29 

40 

none 

1.1 

i 

First  Eagle  Fund  of  America/First  Eagle 

-* 

6.6 

0.9 

90 

18 

none§ 

2.J 

r 

First  Financial  Fund/closed-end 

-• 

-29.7 

3.9 

63 

-34 

NA 

1.' 

First  investors  Blue  Chip/First  Inv 

— * 

15.8 

3.4 

44 

223 

6.90% 

Oiy 

Flag  Investors  Emerging  Growth/Brown 

— • 

7.8 

7.7 

53 

20 

4.50 

1.' 

Flag  Investors  Telephone  Income/Brown 

-• 

12.7 

5.1 

180 

37 

4.50 

0< 

•F 

•A 

Flex-hinds-Growth  Fund'/Flex 

— • 

1.5 

2.7 

26 

-23 

none 

1.' 

Flex-funds-Muirfield  Fund/Flex 

— * 

10.9 

2.0 

30 

12 

none 

1  ■ 

Fortress  Hi  Quality  StockVFederated 

— * 

4.7 

3.1 

18 

-9 

1.75b 

IX 

Fortress  Utility  Trust'/Federated 

— * 

11.5 

6.1 

38 

164 

1.75b 

l.C 

A 

F 

44  Wall  Street  Equity  Fund/Beckerman 

-1.2 

12.4 

none 

4 

2 

1.00 

4.1 

F 

F 

44  Wall  Street  Fund/Beckerman 

-16.1 

-10.6 

none 

5 

-29 

t 

9.3 

B 

C 

Founders  Blue  Chip/Founders 

13.8 

19.4 

2.1 

258 

25 

none 

agj 

F 

A  + 

Founders  Equity  Income  Fund/Founders 

12.4 

7.2 

4.2 

15 

11 

none 

7.5  f  ^ 

Founders  Frontier  Fund/Founders 

* 

15.1 

0.3 

71 

172 

none 

/4'" 

B 

C 

Founders  Growth  Fund/Founders 

13.4 

11.8 

0.7 

113 

42 

none 

12. 

1 

A 

D 

Founders  Special  Fund/Founders 

10.7 

9.4 

2.1 

71 

-14 

none 

1.0 

C 

C 

FPA  Capital  Fund/ Angeles  Sees 

12.2 

13.4 

1.6 

81 

10 

6.50 

1.1 

C 

A 

FPA  Paramount  Fund/ Angeles  Sees 

17.1 

10.9 

3.1 

220 

8 

t 

0.9 

FPA  Perennial  Fund/Angeles  Sees 

— * 

14.0 

4.0 

59 

13 

6.50 

i.i; 

B 

D 

Franklin  DynaTech  Fund/Franklin 

11.1 

27.3 

0.7 

45 

34 

4.00 

0.8 

B 

D 

Franklin  Equity  Fund/Franklin 

12.4 

7.6 

4.1 

404 

6 

4.00 

0.6 

B 

B 

Franklin  Growth  Fund/Franklin 

15.3 

18.1 

1.7 

185 

60 

4.00 

0.7 

Franklin  Managed — Rising  Divs/Franklin 

♦ 

7.0 

3.1 

41 

9 

4.00 

/  71 

D 

R 

Franklin  Option  Fund/Franklin 

10.4 

4.4 

3.7 

41 

-11 

4.00 

0.8 

•Fund  rated  for  two  i  >  .  ■  kIs  only;  maximum  allowable  grade  A      'Fund  not  in  operation  for  full  period.     tClosed  to  new  investors,     ^Exchange  fund,  not  currently  sel 
new  shares.     §Distribu  n  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.     Expense  ratio  is  in  italics  if  the  fund  has  a  sljarelmlder-paid  13hl  p 
exceeding  01%  (hidden  loiid)  pending  or  in  force,     b;  Includes  back-end  load  that  reverts  to  distributor,     p:  Net  of  partial  absorption  of  expenses  b\'  fund  spon 
NA:  Not  applicable  or  not  available.     'Reflects  performance  of  Retirement  Growth  Fund  prior  to  March  1989  merger     ^Formerly  Federated  High  Quality-  St 
Funtl     'Formerly  Federated  Utility  Trust  Fund. 
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i  spend  all  my  time 
building  my  practice. 

I  have  no  time  left 
to  build  a  portfolio. 

That's  \^iiy  I  need  my 
Chase  Private  Banker." 


-Dr.  Larry  Rosenthal 
Prominent  Cosmetic  Dentist 


Dr.  Larry  Rosenthal  has  a  thriving  dental  prac- 
tice on  New  York's  Upper  East  Side.Ck'lebrities 
and  other  patients  flock  to  him  from  aroimd 
the  world. 

He  works  long  hours  and  hasn't  the  time  or  the 
intensive  training  required  to  handle  his  com- 
plex financial  affairs.  So  in  1981,  Dr  Rosenthal 
turned  to  Chase  Private  Banking  for  help. 

Dr.  Rosenthal  says,  "Chase  Private  Bankers  look 
at  people, evaluate  their  needs,  desires  and 
prcferences.They  understand  what's  good  for 
one  person  isn't  necessarily  good  for  someone 
else. They  re  concerned,  they're  available  and 
they  make  suggestions.  You  get  a  sense  of  secu- 
rity from  Chase  " 

If  you  have  an  income  of  $250,000  or  assets 
of  $500,000  to  invest  and  you  want  service  like 
this,  speak  to  a  Cha.se  Private  Banker. 

We  have  a  long  history  of  successfully  manag- 
ing money  for  wealthy  clients. We  provide 
active  fixed  income  and  equity  investment 
management.  And, we'll  tailor  our  comprehen- 
sive array  of  financial  services  to  meet  your 
specific  needs. 

We  have  offices  in  NewYbrk,  Florida  and  Cal 
ifornia.Calll-800-942-l4l4ext.6l46  and  well 
put  you  in  touch  with  the  Chase  Private  Banker 
nearest  you. Then  you'll  find  out  how  we  can 
help  you.  Like  we've  helped  Dr.  Larry  Rosenthal. 

The  Chase  Private  Banker. 

All  the  financial  help  you'll  ever  need! 


O 


New  York,  Palm  Beach,  San  Francisco,  Los  Angeles,  San  Diego 

©  1990 The  Chase  Manhauan  Corporaiion    Member  FDIC 
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Annual  Fund  Ratings 

1 

-^^^- 

Performance 

in              in 
UP         DOWN 
markets 

Fund/distributor 

Total 

return 

Yield 

Assets 

Maximum 
sales 
charge 

Ann 
expei 
per$ 

Annual 

average 

11/80  to 

6/90 

Last 

12 

months 

6/30/90 
l$mil) 

%  change 
'90  vs  '89 

IF    W 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.9% 
12.1% 

16.4% 

12.3% 

3.2% 
2.7% 

$1.4' 

Franklin  Special  Equity  Income/Franklin 

— * 

7.4% 

5.7% 

$10 

134% 

4.00% 

$o.oc 

F 

A  + 

Franklin  Utilities  Fund/Franklin 

16.9% 

10.0 

7.2 

775 

25 

4.00 

0.6: 

Freedom  Inv-Equity  Value/Freedom 

-• 

5.8  - 

1.7 

22 

2 

3.00b 

_'/. 

Freedom  Inv-Gold  &  Govt/Freedom 

— * 

6.7 

7.2 

69 

8 

3.00b 

1.8i 

Freedom  Inv-Regional  Bank/Freedom 

— * 

-0.9 

1.6 

62 

-11 

3.00b 

19' 

\' 

Fund  Alabama/closed-end 

-* 

0.0 

4.1 

7 

-4 

NA 

1.9- 

\- 

C 

B 

Fund  of  America/American  Cap 

13.0 

8.1 

2.5 

166 

-7 

5.75 

0  8t 

C 

D 

Fund  of  the  Southwest/Capstone 

8.6 

12.8 

1.2 

16 

6 

4.75 

\At 

A 

B 

Fundamental  Investors/American  Funds 

16.9 

15.5 

3.7 

835 

19 

5.75 

0.61 

FundTrust-Aggressive  Growth/Signature 

— * 

11.3 

0.5 

21 

-1 

1.50 

19t 

FundTrust-Growth/Signature 

— * 

5.3 

1.3 

22 

-33 

1.50 

195 

FundTrust-Managed  Total  Ret/Signature 

-' 

6.1 

6.2 

19 

23 

1.50 

198 

Gabelli  Asset  Fund/Gabelli 

— 

0.2 

3.3 

381 

43 

none§ 

126 

\ 

Gabelli  Equity  Trust/closed-end 

-' 

-3.8 

2.8 

526 

-13 

NA 

1.18 

C 

Gabelli  Growth  Fund/Gabelli 

-* 

17.5 

1.0 

199 

365 

none 

1.85 

Gateway  Growth  Plus  Fund/Gateway 

— • 

19.3 

2.4 

12 

73 

none 

1.50 

D 

A 

Gateway  Index  PlusVGateway 

10.4 

18.2 

2.4 

49 

77 

none 

1.25 

General  Aggressive  Growth/Dreyfus 

■I' 

17.9 

1.3 

49 

26 

none 

1.18 

B 

A 

D 

General  American  Investors/closed-end 

14.4 

37.2 

0.8 

444 

30 

NA 

1.04 

B 

D 

B 

General  Securities/Craig-Hallum 

12.6 

12.6 

3.9 

20 

6 

5.00 

1.39 

.U 

Gintel  Capital  Appreciation  Fund/Gintel 

* 

12.8 

7.0 

34 

7 

none_ 

1.80 

D 

•A 

Gintel  Erisa  Fund/Gintel 

— * 

12.2 

7.7 

89 

3 

none 

130 

k 

C 

•B 

Gintel  Fund/Gintel 

* 

16.6 

7.6 

94 

4 

none 

1.40 

D 

•B 

•F 

GIT  Equity  Trust-Special  Growth/GIT 

-* 

8.0 

2.1 

43 

120 

none 

1.47 

C 

Gradison  Established  Growth/Gradison 

— * 

3.4 

3.6 

139 

31 

none 

1.40 

Gradison  Opportunity  Growth/Gradison 

— * 

7.2 

2.5 

26 

28 

none 

1.52 

Greenspring  Fund/Greenspring 

— * 

5.1 

5.7 

24 

-4 

none 

1.27 

B 

B 

Growth  Fund  of  America/ American  Funds 

15.0 

12.3 

2.9 

2,181 

49 

5.75 

0.78 

B 

Growth  Fund  of  Washington/Washington 

— * 

-4.7 

2.3 

52 

-11 

5.00 

1.66 

C 

C 

Growth  Industry  Shares/Growth  Industry 

12.2 

21.2 

1.1 

71 

11 

none 

0.88 

Growth  Stock  Outlook  Trust/closed-end 

— * 

9.6 

5.5 

128 

2 

NA 

1.43 

C 

GT  Global  Growth-America/GT  Global 

-* 

37.1 

0.7 

68 

NM 

4.75 

1.90^ 

B 

A 

B 

Guardian  Park  Ave  Fund/Guardian 

17.0 

6.1 

4.6 

253 

24 

4,50 

0.68 

C 

Hampton  Utils-Capital  Shares/closed-end 

— * 

6.8 

3.9 

12 

6 

NA 

1.45 

B 

D 

John  Hancock  Growth  Trust/Hancock 

10.5 

15.4 

1.8 

126 

11 

4.50 

143 

B 

John  Hancock  Special  Equities/Hancock 

-* 

15.3 

0.3 

12 

-6 

4.50 

-'«; 

"~                             '—                                                               .... -^ 

•Fund  rated  for  two  periods  only,  maximum  allowable  grade  A,     *Fund  not  in  operation  for  full  period.     ^Distributor  may  impose  redemption  fee  whose  proceeds  revert   undtji^^ 
the  fund.     Expense  ratio  is  in  italics  if  the  fund  has  a  shareholder-paid  I2b-1  plan  axceeding  0. 1%  (hidden  load)  pending  or  in  force     b:  Includes  back-end  load  that  reve    iferAjy 
to  distributor,     p:  Net  of  partial  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available.     NM:  Not  meaningful     'Formerly  Gatewa\-  Option  Inc    isisesi^ 
Fund. 

Distributor  table,  page  248.  Rules,  page  176. 
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FORBES 

SEPTEMBER  3,  19 

J  %.  sj 

Performance 

in              in 
UP         DOWN 
markets 

Fund/distributor 

Total 

return 

Yield 

Assets 

Maximum 
sales 
charge 

Annual 
expenses 
per  $100 

Annual 

average 

11/80  to 

6/90 

Last 

12 

months 

6/30/90 
($mil) 

%  change 
'90  vs  '89 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.9% 
12.1% 

16.4% 
12.3% 

3.2% 
2.7% 

$1.44 

H&Q  Healthcare  Investots/closed-end 

— * 

44.5% 

none 

$71 

41% 

NA 

$1.74 

Harbor  Capital  Appreciation'/HCA  Securities 

— * 

19.8 

1.5% 

70 

24 

none 

0.90 

Harbor  Growth  Fund/HCA  Securities 

— * 

11.4 

0.8 

164 

20 

none 

1.01 

Harbor  Value/HCA  Securities 

— * 

11.1 

4.2 

29 

48 

none 

0.97p 

A  + 

F 

Hartwell  Emerging  Growth/Hartwell 

10.4% 

34.2 

none 

29 

23 

4.75% 

2  50 

A  + 

D 

Hartwell  Growth  Fimd/Hartwell 

119 

8.9 

none 

18 

3 

4,75 

^  DO 

1 

Heartland  Group-Value  Fund/Dain  Bosworth 

— * 

2.8 

0.9 

27 

-18 

4.50 

IJO 

Heritage  Capital  Appreciation/Heritage 

— * 

-3.6 

1.6 

66 

17 

4.00 

J.OOp 

HT  Insight-Convertible  Fund/TBC 

— * 

-6.3 

8.9 

14 

-32 

4.50 

0. 78p 

' 

HT  Insight-Equity  Fund/TBC 

-* 

11.7 

4.1 

21 

42 

4.50 

loop 

i 

Wayne  Hummer  Growth  Fund/Hummer 

— * 

18.4 

1.8 

27 

20 

none 

l.SOp 

i 

lAI  Apollo/IAI  Funds 

-* 

13.1 

1.2 

24 

-17 

none 

l.OOp 

A 

B 

LAI  Regional  Fund/IAI  Funds 

16.8 

23.4 

2.2 

191 

82 

none 

1.00 

1 

;    c 

B 

LAI  Stock  Fund/L\I  Funds 

14.9 

18.0 

2.7 

80 

12 

none 

l.OOp 

IDEX  Fund/ldex 

-* 

25.7 

0.6 

93 

17 

8.50 

1.34 

IDEX  Il/Idex 

— * 

27.6 

0.5 

92 

19 

t 

1.32 

] 

IDEX  Fund  3/Idex 

— ' 

26.4 

0.5 

163 

115 

t 

1.25 

B 

•D 

IDS  Discovery  Fund/IDS 

-• 

30.5 

1.5 

172 

10 

5.00 

0.66 

B 

C 

IDS  Equity  Plus/IDS 

13.3 

20.3 

3.2 

403 

8 

5.00 

0.57 

A  + 

D 

IDS  Growth  Fund/IDS 

14.4 

31.1 

1.1 

788 

17 

5.00 

0.64 

IDS  Managed  Retirement  Fund/IDS 

— * 

26.6 

2.6 

796 

17 

5.00 

0.92 

A 

B 

IDS  New  Dimensions  Fund/IDS 

16.8 

27.6 

1.7 

916 

32 

5.00 

0.82 

D 

B 

IDS  Progressive  Fund/IDS 

12.5 

-0.7 

5.7 

157 

-15 

5.00 

0.75 

C 

B 

IDS  Stock  Fund/IDS 

13.1 

18.0 

5.3 

1,372 

6 

5.00 

0.60 

IDS  Strategy-Aggressive  Equity/IDS 

* 

24.2 

none 

318 

18 

5.00b 

14') 

IDS  Strategy-Equity/IDS 

— * 

8.4 

4.7 

335 

27 

5.00b 

1  61 

IDS  Utilities  Income/IDS 

» 

10.1 

6.6 

197 

174 

5.00 

0.92 

B 

A 

Investment  Co  of  America/ American  Funds 

16.7 

15.0 

3.8 

5,874 

22 

5.75 

0. 52 

Investment  Port-Equity/Kemper 

♦ 

21.4 

0.9 

339 

27 

5.00b 

2  1<) 

Investment  Series-Hi  Quality  Stocks/Federated 

-' 

5.9 

3.6 

6 

80 

5.75 

1.19p 

C 

D 

Inv  Tr  of  Boston  Grow  Opp/Inv  Trust 

8.8 

14.3 

3.0 

62 

0 

4.25 

1  15 

B 

D 

Investors  Research  Fund/Diversified 

11.5 

14.4 

1.6 

67 

-2 

8.50 

0.84 

C 

A 

Ivy  Growth  Fund/Ivy 

16.5 

14.2 

2.7 

203 

10 

none 

1.33 

Ivy  Growth  with  Income  Fund/Ivy 

* 

13.0 

12.3 

15 

-51 

none 

1.36 

B 

A 

Janus  Fund/Janus 

17.4 

23.5 

1.2 

1,246 

152 

none 

1.00 

Janus  Twenty  Fund/Janus 

— * 

35.0 

0.1 

206 

768 

none 

1.32p 

und  rated  for  two  periods  only;  maximum  allowable  grade  A.     *Fund  not  in  operation  for  full  period.     tClosed  to  new  investors.    Expense  ratio  is  in  italics  if  ihe fund  has 
hareholder-paid  12b-l  plan  exceeding  0.1%  (hidden  loadj  pending  or  in  force     b:  Includes  back-end  load  that  reverts  to  distributor     p:  Net  of  partial  absorption  of 
senses  by  fund  sponsor.     NA:  Not  applicable  or  not  available.     'Formerly  Harbor  US  Equities.     ^Formerly  Aetna  High  Qualify  Stock, 

Distributor  table,  page  248.  Rules,  page  176. 
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Annual  Fund  Ratings 

1 

Performance 

in              in 
UP         DOWN 
markets 

Fund/ distributor 

Total 

return 

Yield 

Assets 

Maximum 

sales 
charge 

Annu 
expens 
perSl 

■,  K  ■ 

Annual 

average 

11/80  to 

6/90 

Last 

12 

months 

6/30/90 
($mil) 

%  change 
'90  vs  '89 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.9% 
12.1% 

16.4% 
12.3% 

3.2% 

2.7% 

$1.44 

Janus  Venture  Fund/|anus 

» 

21.6% 

1.1% 

S232 

375% 

none 

$1.23   y 

D 

B 

|P  Growth  Fund/fefferson-Pilot 

13.9% 

22.4 

2.5 

28 

13 

6,75% 

0.90 

\ 

Kaufanann  Fund/Kauhnann 

* 

29.6 

none 

53 

68 

none§ 

236, 

Kemper  Blue  Chip  Fund/Kemper 

-* 

22.7 

1.2 

34 

52 

4,50 

191 

Kemper  Gold  Fund/Kemper 

-* 

-2.9 

0.5 

8 

105 

4.50 

>3% 

A 

D 

Kemper  Growth  Fund/Kemper 

12.7 

23.9 

1,7 

373 

25 

5.75 

0.81 

A 

D 

Kemper  Summit  Fund/Kemper 

11.8 

14.8 

2.4 

270 

9 

5.75 

0.81 

B 

D 

Kemper  Technology  Fund/Kemper 

10.3 

27.7 

2.5 

591 

16 

5.75 

0.67 

Keystone  America  Equity  Income/Keystone 

— * 

11.6 

3.7 

24 

12 

4.00b 

joq 

Keystone  America  Fund  of  Grow  Stk/Keystone 

_• 

18.7 

0.2 

7 

25 

4,00b 

J.OOp 

A 

D 

Keystone  America  Omega/Keystone 

10.0 

25.1 

1.1 

43 

19 

4.00b 

184 

"-,-.* 
(*,. 

B 

D 

Keystone  Custodian  K-2/Keystone 

11.1 

14.0 

2.3 

323 

-3 

4.00b 

1.67 

C 

C 

Keystone  Custodian  S-l/Keystone 

10.6 

15.3 

2.9 

186 

5 

4.00b 

2.25 

B 

D 

Keystone  Custodian  S-3/Keystone 

11.2 

8.4 

2.8 

264 

6 

4.00b 

1.66 

A 

F 

Keystone  Custodian  S-4/Keystone 

6.3 

18.5 

0,8 

567 

19 

4.00b 

127 

Kidder,  Peabody  Equity  Income/Kidder 

-* 

17.0 

2,5 

66 

20 

4.00 

1.81 

Kidder,  Peabody  Special  Growth/Kidder 

-• 

15.2 

none 

17 

6 

4.00 

233 

Kidder,  Peabody  MarketGuard  I/Kidder 

— * 

5.7 

2.8 

23 

-2 

4.00' 

1.52 

Landmark  Capital  Growth  Fund/Landmark 

— * 

7.1 

0.1 

8 

-10 

none 

3.79 

Landmark  Growth  &  Income/Landmark 

-* 

1.8 

4,0 

9 

-16 

none 

3.41 

T 

Laurel  Funds-Stock/Frank  Russell 

-' 

21.4 

2,0 

10 

336 

none  , 

0.68p 

Legg  Mason  Special  Investment/Legg  Mason 

— * 

10.9 

0.5 

79 

44 

none 

224p 

Legg  Mason  Total  Return  Trust/Legg  Mason 

-* 

-0.9 

1.7 

25 

-15 

none 

2.41 

•B 

•B 

Legg  Mason  Value  Trust 'Legg  Mason 

-• 

4.7 

2,4 

827 

8 

none 

1  87p 

lursis 
loking 
nvestii 

D 

C 

Lepercq-Istel  Fund/Lepercq 

5.7 

5.1 

4.6 

21 

-3 

none 

1.48 

B 

B 

Lexington  Corp  Leaders  Trust/Lexington 

15.3 

14.1 

4.0 

92 

9 

4,00 

0.72 

D 

•B 

Lexington  Goldfimd/Lexington 

— * 

1.7 

1.0 

121 

32 

none 

1.42 

, 

B 

D 

Lexington  Growth  Fund/Lexington 

7,9 

12.1 

1,9 

28 

0 

none 

1.36 

oddj, 

C 

C 

Lexington  Research  Fund/Lexington 

12.2 

9.0 

3.8 

121 

-1 

none 

1.02 

3UpU 

Lexington  Technical  Strategy/Lexington 

— ' 

11.4 

1.9 

10 

61 

5,00 

1.34p 

lecause 

Liberty  All-Star  Equity  Fund/closed-end 

— * 

18.3 

9,9 

522 

7 

NA 

1.25 

mi 

Liberty  Utility  Fund^/Federated 

— * 

9.3 

7.8 

65 

39 

4,50 

1.02p 

'rankli 

Lindner  Dividend  Fund/Lindner 

-* 

1.6 

10.1 

153 

27 

none§ 

0.87 

ombin 

D 

A  + 

Lindner  Fund/Lindner 

18.8 

7.9 

4.7 

716 

34 

none§ 

0.62 

LMH  Fund/Heine  Mgmt 

_* 

-4.1 

4.0 

27 

-29 

none 

1.81 

'1 

C 

D 

Lord  Abbett  Developing  Growth/Lord  Abbett 

7.5 

22.7 

none 

140 

0 

6.75 

1.13 

•I 

•Fund  rated  for  rwo  periods  only;  maximum  allowable  grade  A     'Fund  not  in  operation  for  full  period.     §Distributor  may  impose  redemption  fee  whose  proceeds  revert  t( 
the  fund.    Experise  ratio  is  in  italics  if  the  fund  has  a  shareholder-paid  1 2b- 1  plan  exceeding  0. 1%  (hidden  load)  pending  or  in  force     b:  Includes  back-end  load  that  revert 
to  distributor,     p:  Net  of  panial  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available:     'Fund  shares  offered  only  in  June  and  December.     ^Former 
ly  Progressive  Income  Equity  Fund 

Distributor  table,  page  248.  Rules,  page  176.                                                                  \ 
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FORBES,  SEPTEMBER  3,  1991 


Invest  in  America! 


The  Franklin  U.S.  Government  Securities  Fund 
A  solid  investment  with  a  high  current  return. 


>urs  is  a  fast-moving,  fast-changing  world.  If  you're 
)oking  for  a  truly  solid  investment,  invest  in  America, 
ivest  in  the  FrankUn  U.S.  Government  Securities  Fund. 

bday,  the  fund  has  over  $1 1  billion  in  assets.  Why  is 
so  popular? 

ecause  it's  a  "plain  vanilla"  fund  currently  over  99% 
ivested  in  Ginnie  Maes.  Since  Ginnie  Maes  are  backed 
y  the  Government  National  Mortgage  Association,  the 
ranklin  U.S.  Government  Securities  Fund  gives  you  a 
ombination  of  advantages  hard  to  find  anywhere  else:  t 


•  High  degree  of  credit  safety 

•  High  current  income 

•  Professional  management 


ndividual  securities  owned  by  the  fund,  but  not  shares 
'  the  fund,  are  guaranteed  by  the  U.S.  government  or 
i  agencies. 


Call  Franklin  toll-free  today  for 
a  free  brochure. 

1-800-342-FUND  Ext.632 


Franklin  Distributors,  Inc. 
777  Mariners  Island  Blvd. 
San  Mateo,  CA  94404-1585 


FOB90 
632 


Address 


City /State/ Zip. 


Yes !  I  would  hke  a  free  prospectus  containing  more  complete 
information  on  the  Franklin  U.S.  Government  Securities  Fund, 
including  charges  and  expenses.  I  will  read  it  carefully  before 
I  invest  or  send  money. 

D  I  am  currently  a  Franklin  shareholder. 


Name 


F  K  h  n  JC  1 1  NJ 

Member  $42  Billion  Franklin  Group  of  Funds 


Annual  Fund  Ratings 

«- 

— - — 

Perfixmiaiice 

in              in 
UP         DOWN 
markets 

Fund/distributor 

Total 

return 

Yield 

Assets 

Maximum 
sales 
charge 

Anni 
expen 
perSl 

itom 

Annual 

average 

11/80  to 

6/90 

Last 

12 

months 

6/30/90 
($mil) 

%  change 
'90  vs  '89 

il   w 

^U!i(I>- 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.9% 
12.1% 

16.4% 
12.3% 

3.2% 
2.7% 

$1.44 

Lord  Abbett  Fundamental  Value/Lord  Abbett 

— * 

15.4% 

1.7% 

$21 

10% 

7.25% 

tl.81 

•B 

•C 

Lord  Abbett  Value  Appreciation/Lord  Abbett 

* 

8.7 

2.9 

176 

-12 

6.75 

0  94 

D 

A 

Lutheran  Brotherhood  Fund/Lutheran 

15.1% 

15.6 

1.9 

313 

12 

5.00 

1.04 

Mackenzie  American  Fund/Mackenzie 

* 

5.0 

1.6 

54 

23 

8.50 

2.39 

Main  Street-Income  &  Growth/Oppenheimer 

* 

9.0 

1.5 

14 

969 

4.75 

221 

MainStay-Capital  Apptec'/NYLife 

• 

17.4 

0.2 

41 

27 

5.00b 

2.54 

D 

MainStay-Gold  &  Precious^/NYLife 

— * 

2.2 

none 

7 

12 

5.00b 

347 

[) 

MainStay-Value  FundVNYLife 

-* 

6.4 

1.6 

33 

46 

5.00b 

2  63 

B 

C 

Mairs  &  Power  Growth  Fund/Mairs  &  Power 

13.3 

21.4 

1.5 

24 

12 

none 

1.07 

D 

A  + 

Maits  &  Power  Income  Fund/Mairs  &  Power 

13.9 

8.8 

4.7 

8 

12 

none 

1.22 

B 

C 

Horace  Mann  Growth  Fund/Mann 

12.4 

15.6 

3.3 

105 

13 

t 

0.64 

B 

C 

Mass  Capital  Development  Fund/Mass  FinI 

12.1 

10.3 

3.4 

779 

-2 

7.25 

0.77 

B 

D 

Mass  Financial  Development/Mass  FinI 

11.8 

12.7 

3.4 

240 

2 

7.25 

0.83 

A 

•D 

Mass  Financial  Emerging  Growth/Mass  FinI 

-* 

14.5 

none 

210 

-3 

7.25 

1.43 

•B 

•D 

Mass  Financial  Special  Fund/Mass  FinI 

» 

6.4 

4.0 

125 

2 

4.75 

111 

A 

B 

C 

Mass  Investors  Growth  Stock/Mass  FinI 

12.1 

18.3 

0.7 

925 

7 

7.25 

0.54 

A 

B 

C 

Mass  Investors  Trust/Mass  FinI 

13.7 

22.6 

3.3 

1,416 

11 

7.25 

0.50 

D 

MassMutual  Integrity-Cap  App/MML 

* 

6.0 

2.2 

18 

40 

4.50 

1.30P 

D 

MassMutual  Integrity-Value  Stock/MML 

— • 

12.1 

3.2 

41 

24 

4.50 

1.23P 

D 

C 

C 

Mathers  Fund/Mathers 

11.6 

10.5 

6.3 

244 

11 

none 

1.01 

C 

F 

A 

Meeschaert  Capital  Accum/Meeschaert 

8.9 

14.4 

9.4 

22 

-Al 

4.00b' 

0.84 

B 

Meeschaen  Gold  and  Currency/closed-end 

-♦ 

-0.7 

none 

35 

1 

none 

1.17 

D 

The  Merger  Fund/Westchester 

♦ 

2.7 

0.4 

11 

8 

none 

2.80 

Meridian  Fund/Meridian 

» 

19.5 

2.7 

11 

16 

none 

2.07p 

lL 

C 

B 

Merrill  Lynch  Basic  Value*/ML  Funds 

15.6 

1.9 

4.5 

2,478 

35 

6.50 

0.56 

•D 

C 

A 

Merrill  Lynch  Capital  Fund*/ML  Funds 

16.3 

11.9 

5.8 

1,390 

64 

6.50 

0.60 

B 

Merrill  Lynch  Fund  Tomorrow^/ML  Fimds 

— • 

0.9 

2.5 

527 

-10 

6.50 

0.89 

C 

Merrill  Lynch  Natural  Res*/ML  Funds 

— * 

18.5 

2.5 

409 

-14 

6.50 

0.86 

D 

Merrill  Lynch  Retire  Equity*/ML  Funds 

— * 

17.6 

1.6 

573 

19 

6.50 

0.91 

D 

D 

Merrill  Lynch  Special  Value*/ML  Funds 

4.1 

-6.3 

2.0 

57 

-33 

6.50 

1.45p 

I 

Merrill  Lynch  Strategic  Div*/ML  Funds 

— * 

9.0 

5.3 

385 

41 

6.50 

1.04 

A 

Merriman  Timed  Blue  Chip/Merriman 

—* 

6.7 

3.9 

14 

120 

none 

1.81p 

D 

Merriman  Timed  Cap  Apprec/Merriman 

— * 

4.5 

4.6 

18 

517 

none 

1.53p 

D 

MetLife-State  Street  Cap  Apprec/MetLife 

-* 

17.3 

0.3 

59 

74 

4.50 

150p 

A 

MetLife-State  Street  Equity  Inc/MetLife 

— * 

11.2 

5.3 

50 

24 

4.50 

l.SOp 

•D 

MetLife-State  Street  Equity  Inv/MetLife 

— * 

16.5 

2.4 

36 

48 

4.50 

1  50p 

•Fund  rated  for  rwo  periods  only,  maximum  allowable  grade  A.     'Fund  not  in  operation  for  full  period.     tClosed  to  new  investors.     #Fund  has  two  share  classes,  one  with 
12b-l  fee  and  back-end  load  and  the  other  with  front-end  load  only.  Results  shown  are  for  front-loaded  shares.  Assets  are  for  entire  fund.    Expetiseratio  is  in  italics  if  the  fund 
has  a  shareholder-paid  1 2b- 1  plan  exceeding  0.1%  (hidden  load)  pending  or  in  force,     b:  Includes  back-end  load  that  reverts  to  distributor,     p:  Net  of  partial  absorption  of 
expenses  by  fund  sponsor.     'Formerly  Mackay-Shields  MainStay-Capital  Appreciation.     ^Formerly  Mackay-Shields  MainStay-Gold  &  Precious  Metals  Fund.     'Formerly 
Mackay-Shields  MainStay-Value  Funds. 

Distributor  table,  page  248.  Rules,  page  176. 
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FORBES 

SEPTEMBER  3,  1990 

'8-\S 

* 

^^^^HH^^^^HHH^HHI 

•erformance 

in              in 
UP         DOWN 
markets 

Fund/distributor 

Total 

return 

Yield 

Assets 

Maximum 
sales 
charge 

Annual 
expenses 
per  $100 

Annual 

average 

11/80  to 

6/90 

Last 

12 

months 

6/30/90 
($mil) 

%  change 
'90  vs  '89 

Standard  &  Poor's  500  stock  average 
Forbes  stock  hind  composite 

14.9% 
12.1% 

16.4% 
12.3% 

3.2% 
2.7% 

$1.44 

MFS  Lifetime  Capital  Growth/Mass  Finl 

— * 

15.1% 

1.6% 

$237 

37% 

6.00%  b 

$2  46 

MFS  Lifetime  Emerging  Growth/Mass  Finl 

— * 

30.0 

none 

100 

38 

6,00b 

2.81 

MFS  Lifetime  Managed  Sectors/Mass  Finl 

-* 

12.3 

none 

194 

21 

6,00b 

2.52 

MFS  Lifetime  Toul  Return '/Mass  Finl 

— * 

5.1 

5.0 

215 

25 

6.00b 

2  43 

MFS  Managed  Sectors  Trust/Mass  Finl 

— * 

12.9 

0.6 

125 

0 

4,75 

1  50 

D 

B 

MidAmerica  High  Growth  Fund/MidAmerica 

10.7% 

3.0 

4.7 

12 

-4 

5,75 

1.00 

D 

A 

MidAmerica  Mutual  Fund/MidAmerica 

12.9 

8.9 

4.1 

37 

5 

5,75 

1.00 

Midwest  Strategic-Growth/MGF 

* 

11.3 

1.5 

9 

-11 

4,75 

1.98 

MIM  Stock  Conv  &  Option  Grow/Mathematical 

» 

0.2 

3.1 

7 

10 

none 

2.75 

MIM  Stock  Conv  &  Option  Inc/Mathematical 

— * 

4.4 

4.1 

12 

-6 

none 

2.57 

Mimlic  Investors  Fund  1/Mimlic 

-* 

16.2 

2.2 

13 

26 

5.00 

1.23p 

Monitrend  Value  Fund/Pallas 

-* 

-1.2 

2.1 

6 

-54 

3.50 

2. 50p 

Morgan  Grenfell  SmallCap  Fund/closed-end 

-* 

21.2 

none 

60 

20 

NA 

2.13 

Morgan  Keegan  Southern  Cap/Morgan  Keegan 

» 

3.7 

4.1 

9 

-4 

3.00 

2  00p 

A 

B 

Mutual  Benefit  Fund/Mutual  Benefit 

17.0 

7.3 

2.3 

38 

24 

4.75 

1.45 

A 

C 

Mutual  of  Omaha  Growth/Mutual  of  Omaha 

13.7 

35.2 

0.8 

61 

43 

4.75 

111 

D 

B 

Mutual  Series-Beacon/Heine  Sees 

11.5 

4.1 

4.4 

457 

37 

none 

0.70 

D 

A  + 

Mutual  Series-Mutual  Shares/Heine  Sees 

16.6 

1.2 

6.8 

3,H0 

-9 

t 

0.65p 

D 

A  + 

Mutual  Series-Qualified/Heine  Sees 

18.5 

0.7 

6.1 

1,340 

-10 

t 

0.70p 

1 

C 

F 

National  Aggressive  Grow^/National  Sees 

5.7 

2.2 

1.3 

70 

108 

7,25 

l,33p 

1 

B 

D 

National  Aviation  &  Technology/AFA 

11.0 

12.5 

1.4 

84 

-3 

4,75 

1.28 

D 

C 

National  Industries  Fund/Stonebridge 

6.4 

20.4 

1.5 

33 

10 

none 

1.69 

! 

National  Real  Estate-Stock/National  Sees 

-• 

-9.3 

7,3 

19 

-23 

5,75 

164 

D 

1 

B 

National  Stock  Fund/National  Sees 

12.0 

10.2 

3.3 

226 

-3 

5,75 

109 

•D 

•D 

National  Telecom  &  Technology/AFA 

* 

11.2 

0.3 

39 

-8 

4,75 

1.90 

B 

B 

Narionwide  Fund/Nationwide 

15.6 

17.4 

3.0 

507 

17 

7,50 

0.63 

C 

B 

Nationwide  Growth  Fund/Nationwide 

15.7 

2.3 

3.2 

245 

-4 

7,50 

0.68 

D 

•D 

Naudlus  Fund/Eaton  Vance 

» 

27.1 

none 

14 

6 

4,75 

2.50 

Neuberger  &  Berman  Genesis/Neuberger 

♦ 

0.8 

0.3 

22 

36 

none§ 

2.00p 

B 

C 

Neuberger  &  Berman  Guardian/Neuberger 

14.0 

8.4 

3.3 

562 

1 

none 

0.84 

A 

C 

Neuberger  &  Berman  Manhatun/Neuberger 

15.2 

11.2 

1.7 

429 

12 

none 

1.10 

D 

A 

Neuberger  &  Berman  Partners/Neuberger 

15.1 

8.0 

4,2 

794 

7 

none 

0,97 

D 

C 

Neuberger  &  Berman  Sectors  +  Energy/Neuberger 

8.9 

12.2 

2,5 

416 

1 

none 

0,99 

A 

D 

Neuwirth  Fund/National  Finl 

8.4 

-3.1 

0,5 

25 

-13 

none 

1.84 

•D 

•C 

New  Alternatives  Fund/ Accrued  Eq 

» 

9.0 

1,7 

16 

86 

5,66 

1,25 

New  Economy  Fund/ American  Funds 

— * 

9.7 

2,6 

921 

14 

5.75 

0  83 

und  rated  for  two  periods  only,  maximum  allowable  grade  A.     'Fund  not  in  operation  for  full  period.     fClosed  to  new  investors     §Distributor  may  impose  redemption 
i  whose  proceeds  reven  to  the  fund.    Expense  ratio  is  in  italics  if  the  fund  has  a  shareholder-paid  12b-l  plan  exceeding  0.1%  (hidden  load)  pending  or  in  force 
Includes  back-end  load  that  reverts  to  distributor,     p:  Net  of  partial  absorption  of  expenses  by  fund  sporuor.     NA:  Not  applicable  or  not  available.     'Formerly  MFS 
etime  Dividends  Plus  Trust.     ^Formerly  Fairfield  Fund. 
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Annual  Fund  Ratings 

— ^ 

in              in 
UP         DOWN 
markets 

Fund/distributor 

Total 

return 

Yield 

Assets 

Maximum 
sales 
charge 

Annt 
exper 
per  $ 

Annual 

average 

11/80  to 

6/90 

Last 

12 

months 

11 

6/30/90 
($mil) 

%  change 
'90  vs  '89 

if    " 

Standard  &  Poor's  500  stock  average 
Forbes  stock  Fund  composite 

14.9% 
12.1% 

16.4% 

12.3% 

3.2% 
2.7% 

$1,441 

D 

A 

New  England  Balanced/New  England 

11.9% 

-0,1% 

6,2% 

$59 

3% 

6.50% 

$1.5. 

A 

B 

New  England  Growth  Fund/New  England 

18.5 

23.4 

1.4 

640 

27 

6,50 

12. 

C 

A 

New  England  Retirement  Equity/New  England 

14.4 

12,1  " 

2,1 

145 

5 

6,50 

1J< 

B 

B 

New  Perspective  Fund/ American  Funds 

16.3 

22,8 

2,5 

1,566 

42 

5,75 

0.71 

A 

C 

New  York  Venture  Fund/Venture 

16.5 

15.8 

3.9 

350 

17 

4,75 

0.9: 

B 

D 

Newton  Growth  Fund/Newton 

10.7 

9.5 

3.7 

35 

4 

none 

1.2; 

C 

D 

Niagara  Share  Corp/closed-end 

8.5 

16.1 

2.1 

237 

10 

NA 

l.Of 

Nicholas  Applegate  Growth  Eq/closed-end 

-• 

22.0 

none 

142 

50 

NA 

1.1^ 

C 

A 

Nicholas  Fund/Nicholas 

16.7 

11.8 

2.1 

1,520 

20 

none 

0,82 

Nicholas  II/Nicholas 

— * 

8,2 

1,5 

427 

8 

none 

0,72 

Nicholas  Limited  Edition/Nicholas 

» 

14,2 

1.1 

72 

59 

none 

1.12 

[ 

NA  Security  Trust-Growth'/Wood  Logan 

_• 

2.4 

4.5 

26 

-22 

4,75 

2.79 

B 

B 

C 

Northeast  Investors  Growth/Northeast  Inv 

12.2 

20,4 

0.9 

27 

23 

none 

1,77 

Oberweis  Emerging  Growth/Oberweis 

-• 

29,0 

none 

15 

-2 

4,00 

2  00^ 

D 

D 

B 

Old  Dominion  Investors'  Trust/Investors  Sec 

11.2 

2,5 

6,8 

7 

8 

5.75 

1.54   D 

Olympic  Trust-Equity  Income/Olympic 

-• 

-0,5 

4.8 

65 

38 

none 

1,00    8 

Olympic  Trust-Small  Cap  Fund/Olympic 

-♦ 

20,2 

0.9 

8 

-1 

none 

1,00 

B 

Olympus  Equity  Plus  Fund/Furman  Selz 

• 

14,8 

0.7 

8 

-11 

4,25 

2.9i   D 

Olympus  Premium  Income/Furman  Selz 

— * 

6,6 

2.0 

32 

-34 

4,25 

217 

Oppenheimer  Blue  Chip  Fund/Oppenheimer 

— * 

9.8 

2,7 

19 

11 

4,75 

1.51 

A 

D 

Oppenheimer  Directors  Fund/Oppenheimer 

8.0 

3.0 

2.8 

127 

-13 

8,50 

1,33 

C 

Oppenheimer  Discovery^/Oppenheimer 

♦ 

6.1 

1.4 

62 

37 

4,75 

149 

B 

B 

Oppenheimer  Equity  Income/Oppenheimer 

16.2 

9,0 

5,4 

1,329 

30 

8,50 

0,79 

C 

C 

D 

Oppenheimer  Fund/Oppenheimer 

5,3 

5,9 

2.7 

196 

-6 

8,50 

1,04 

C 

•D 

•F 

Oppenheimer  Gold  &  Spec  Mins/Oppenheimer 

* 

3.3 

2,3 

163 

36 

8,50 

1,37 

B 

F 

A  + 

Oppenheimer  Premium  Inc/Oppenheimer 

12.9 

4,6 

4,1 

243 

-16 

8,50 

0,93 

•C 

•C 

•D 

Oppenheimer  Regency  Fund/Oppenheimer 

— * 

11,7 

2,6 

126 

-1 

8,50 

1,32 

D 

C 

Oppenheimer  Special  Fund/Oppenheimer 

9,3 

12,9 

3,4 

551 

2 

8.50 

0,92 

A 

•D 

Oppenheimer  Target  Fund/Oppenheimer 

* 

13,0 

3,0 

63 

-11 

4.75 

1,32 

A 

D 

Oppenheimer  Time  Fund/Oppenheimer 

14.0 

6.7 

3,1 

335 

4 

8.50 

0,94 

B 

C 

Oppenheimer  Total  Retum/Oppenheimer 

11,6 

12,4 

4,1 

424 

21 

4,75 

097 

•c 

C 

B 

Over-the-Counter  Securities  Fund/Review 

12,0 

1,2 

0.8 

291 

-11 

4,50 

145 

c 

Pacific  Horizon-Aggres  Grow/Concord  FinI 

— * 

27,9 

none 

99 

9 

4;50 

1.51f. 

PaineWebber  Classic  Grow  &  Inc/PaineWebber 

— * 

12.2 

3,3 

65 

9 

4,50 

1.40 

c 

PaineWebber  Classic  Growth/PaineWebber 

— * 

16,6 

none 

84 

27 

4.50 

2.01 

B 

PaineWebber  Classic  Region  Finl^/closed-end 

— * 

-0,1 

3,3 

50 

-48 

NA 

133 

"~~~~ 

•Fund  rated  for  rwo  periods  only,  maximum  allowable  grade  A.     'Fund  not  in  operation  for  full  period,    lixpetise  ratio  is  in  italics  if  the  fund  has  a  siMrehotder-paid  12h 
plan  exceeding  0.1%  (hidden  load)pemiing  or  in  force     p:  Net  of  partial  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available.     'Formerly  Hidde 
Strength  Growth  Fund.     ^Formerly  Oppenheimer  OTC  Fund     ^Formerly  Regional  Financial  Shares  Investment. 
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FORBES 
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«^Et 

•erformance 

1    in              in 
1  UP         DOWN 

markets 

Fund/distributor 

Total 

return 

Yield 

Assets 

Maximum 
sales 
charge 

Annual 
expenses 
per  $100 

Annual 

average 

11/80  to 

6/90 

Last 

12 

months 

6/30/90 
l$mil) 

%  change 
'90  vs  '89 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.9% 
12.1% 

16.4% 
12.3% 

3.2% 
2.7% 

$1.44 

PaineWebber  Master  Energy-Util/PaineWebber 

— * 

18.0% 

0.9% 

$45 

130% 

5.00%  b 

S2  64 

PaineWebber  Master  Growth/PaineWebber 

—* 

9.7 

none 

108 

37 

5.00b 

187 

Paribas  Trust-Quantus  Equity/Paribas 

- 

24.5 

3.8 

5 

-32 

4.00b 

236 

Parkstone  Equity/Winsbury 

— 

19.1 

2.3 

248 

38 

4.50 

l.ll 

Parkstone  High-Inc  Equity/Winsbury 

—* 

14.3 

4.4 

96 

45 

4.50 

1.15 

Parkstone  Small  Cap/Winsbury 

— 

28.3 

0.3 

95 

75 

4.50 

1.09 

Parnassus  Fund/Parnassus 

— * 

-3.6 

0.8 

26 

37 

3.50 

1.75 

Pasadena  Growth  Fund/Pasadena  Growth 

-* 

21.5 

4.7 

52 

90 

5.50 

2.30p 

Patriot  Premium  Dividend  Fund/closed-end 

_* 

6.4 

13.5 

194 

-4 

NA 

1.35 

PBHG  Growth  Fund/Capstone 

— * 

28.6 

none 

17 

-18 

4.75 

1.32 

C 

B 

Penn  Square  Mutual  Fund/Penn  Square 

13.8% 

13.0 

3.7 

212 

4 

4.75 

091 

B 

B 

Pennsylvania  Mutual  Fund/Penn  Mutual 

1,5.0 

5.4 

3.1 

685 

29 

none§ 

0.94 

Perritt  Capital  Growth/Perritt 

— * 

0.8 

1.6 

5 

0 

none 

2.50 

D 

D 

Petroleum  &  Resources  Corp/ciosed-end 

6.2 

18.5 

3.9 

319 

3 

NA 

0.60 

D 

C 

Philadelphia  Fund/Baxter 

9.4 

-0.6 

3.0 

101 

-9 

none 

0.95 

B 

•A 

Phoenix  Growth  Fund/Phoenix 

22.1 

21.0 

3.1 

756 

19 

6.90 

1.04 

!     B 

•B 

Phoenix  Stock  Fund/Phoenix 

— * 

11.8 

2.0 

125 

-4 

6.90 

1.10 

D 

•A 

Phoenix  Total  Return/Phoenix 

-* 

12.6 

3.9 

31 

-12 

4.75 

/  56*/) 

Pierpont  Capital  Appreciation/TBC 

— ' 

17.0 

2.2 

49 

22 

none 

l.OOp 

Pierpont  Equity  Fund/TBC 

-* 

21.0 

6.0 

40 

49 

none 

l.OOp 

C 

C 

Pilgrim  MagnaCap  Fund'/Pilgrim 

11.3 

13.7 

1.6 

224 

9 

4.75 

1.60 

Pilgrim  Regional  Bankshares/closed-end 

-* 

-4.7 

7.9 

93 

-13 

NA 

1.26 

C 

C 

Pine  Street  Fund/National  Finl 

11.1 

10.1 

4.5 

51 

-3 

none 

1.21p 

C 

C 

Pioneer  Fund/Pioneer 

11.1 

6.6 

3.1 

1,570 

1 

8.50 

0.75 

B 

c 

Pioneer  Il/Pioneer 

14.4 

7.2 

3.5 

4,407 

6 

8.50 

0.77 

•C 

•B 

Pioneer  Three/Pioneer 

— * 

4.7 

2.9 

707 

-1 

8.50 

0.72 

1 

Piper  faffray  Sector  Performance/Piper 

-' 

32.2 

2.9 

11 

-18 

4.00 

/..Wp 

Piper  Jaffray  Value  Fund/ Piper 

-* 

26.0 

1.3 

52 

104 

4.00 

1  Mp 

T  Rowe  Price  Capital  Appreciation/Price 

— * 

8.3 

4.1 

163 

33 

none 

1.25 

T  Rowe  Price  Equity  Income  Fund/Price 

-* 

0.8 

5.6 

1,002 

35 

none 

1.10 

•c 

•B 

T  Rowe  Price  Growth  &  Income/Price 

-* 

2.8 

5.1 

558 

6 

none 

0.94 

c 

D 

T  Rowe  Price  Growth  Stock  Fund/Price 

10.7 

19.3 

2.0 

1,631 

19 

none 

0.72 

T  Rowe  Price  New  America  Growth/Price 

— * 

13.5 

none 

141 

19 

none 

1.25 

c 

D 

T  Rowe  Price  New  Era  Fund/Price 

9.3 

9.6 

2.6 

783 

2 

none 

0.82 

B 

D 

T  Rowe  Price  New  Horizons  Fund/Price 

8.5 

16.5 

0.5 

1,051 

11 

none 

0.81 

. 

T  Rowe  Price  Science  &  Technology/Price 

-* 

39.4 

0.5 

86 

411 

none 

1.25 

jnd  rated  for  two  periods  only;  maximum  allowable  grade  A,     *Fund  not  in  operation  for  full  period.     §Distributor  ma\'  impose  redemption  fee  whose  proceeds  revert  to 
fund.    Expense  ratio  is  in  italics  if  the  fund  has  a  shareholder-paid  1 2b- 1  plan  exceeding  0  1%  (hidden  load)  pending  or  in  force     b:  Includes  back-end  load  that  reverts 
distributor,     p:  Net  of  partial  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available.     'Reflects  performance  of  Pilgrim  Fund  prior  to  June  1985 
rger. 
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Annual  Fund  Ratings 

g^ 

Performance 

in              in 
UP         DOWN 
markets 

Fund/distributor 

Total  return 

Yield 

Assets 

Maximum 
sales 
charge 

• 

Annul    ' 
expens 

per  $11   -^ 

■ifh 

Annual 

average 

11/80  to 

6/90 

Last 

12 

months 

110 

DO* 

6/30/90 
(Smill 

%  change 
'90  vs  '89 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.9% 

12.1% 

16.4% 

12.3% 

3.2% 

2.7% 

$1.44 

T  Rowe  Price  Small-Cap  Value  Fund/Price 

-* 

9.8% 

1.4% 

$32 

2% 

none 

$1.25p 

Primary  Trend  Fund/Primary  Trend 

-' 

-1.4 

2.7 

39 

-31 

none 

1.12 

Principal  Preserv-Div  Achievers/Ziegler 

-' 

9.6 

2.1 

12 

3 

4.50% 

1.201 

Principal  Preserv-S&P  100  Plus/Ziegler 

-• 

17.1 

2.2 

22 

14 

4.50 

1.30F   ' 

1 

Princor  Aggressive  Growth  Fund/Princor 

-• 

9.7 

1.4 

11 

42 

5.00 

17S 

D 

A 

Princor  Capital  Accumulation/Princor 

14.8% 

2.4 

3.3 

138 

18 

5.00 

111 

B 

D 

Princor  Growth  Fund/Princor 

11.0 

20.8 

1.5 

36 

13 

5.00 

HI    " 

• 

C 

B 

ProvidentMutual  Grow'/Provident 

13.9 

3.1 

4.5 

154 

69 

6.00 

/_'5 

C 

B 

ProvidentMutual  Invest  Shrs^/Provident 

14.7 

12.2 

5.8 

227 

124 

6.00 

0..97 

B 

D 

ProvidentMutual  Value  Shrs/Provident 

8.2 

13.3 

2.2 

13 

23 

6.00 

J  I8p 

B 

•B 

Pru-Bache  Equity  Fund*/Pru-Bache 

_• 

1.5.3 

1.6 

657 

21 

5.25 

1.02 

Pru-Bache  Equity  Income*/Pru-Bache 

„  ♦ 

4.8 

3.2 

146 

82 

5.25 

2  16      « 

Pru-Bache  FlexiFund-Aggress*/Pru-Bache 

— * 

8.9 

4.1 

176 

198 

5.25 

1.64     ' 

Pru-Bache  FlexiFund-Conserv*/Pru-Bache 

— • 

9.9 

5.4 

156 

19 

5.25 

129      » 

B 

•D 

Pru-Bache  Growth  Opp*/Pru-Bache 

— • 

7.6 

1.3 

134 

-6 

5.25 

1.^7 

•C 

•B 

Pru-Bache  Option  Grow*/Pru-Bache 

-• 

8.6 

3.0 

61 

-9 

5.25 

1.90 

•B 

•C 

Pru-Bache  Research  Fund*/Pru-Bache 

— • 

8.7 

2.4 

325 

-8 

5.25 

1.49      * 

D 

•A 

Pru-Bache  Utility  Fund*/Pru-Bache 

— * 

9.3 

4.8 

2,493 

17 

5.25 

0.93      ^ 

Prudent  Speculator  Leveraged/Prudent 

— * 

-7.8 

none 

8 

-17 

none 

4.26p    ^ 

D 

F 

Putnam  Energy-Resources  Trust/Putnam 

1.6 

16.9 

3.1 

127 

13 

5.75 

1.40      '' 

C 

B 

Putnam  Fund  for  Growth  &  Inc/Putnam 

14.1 

12.6 

5.1 

2,138 

20 

5.75 

0.72 

A 

•D 

Putnam  Health  Sciences  Trust/Putnam 

— * 

38.6 

1.2 

348 

43 

5.75 

1.14 

Putnam  Information  Sciences/Putnam 

-* 

16.3 

0.5 

103 

2 

5.75 

1.48     *^ 

B 

C 

Putnam  Investors  Fund/Putnam 

12.0 

20.9 

3.2 

719 

12 

5.75 

0.68      * 

D 

B 

Putnam  Option  Income  Trust/Putnam 

10.1 

1.0 

3.5 

782 

-22 

6.75 

0  84       ^ 

Putnam  Option  Income  Trust  Il/Putnam 

_• 

5.1 

4.7 

930 

-24 

6.75 

0  82 

•A 

•C 

Putnam  OTC  Emerging  Growth/Putnam 

— * 

18.7 

none 

206 

23 

5.75 

1.63 

A 

B 

Putnam  Vista  Basic  Value/Putnam 

15.7 

10.5 

2.8 

263 

2 

5.75 

0.93 

A 

D 

Putnam  Voyager  Fund/Putnam 

15.2 

13.4 

1.2 

804 

24 

5.75 

1.00       ^ 

Quest  for  Value  Dual-Capital^ 
Quest  for  Value  Dual-Income 

* 

16.6 

5.3 

538 

9 

none 

i  C 
0.83     j^ 

C 

A  + 

Quest  for  Value  Fund/Quest 

19.1 

11.4 

2.7 

69 

-10 

5.50 

;  ,SY,     7 

RCS  Emerging  Growth/Robertson 

— * 

46.7 

none 

19 

129 

none 

J/.5       ^ 

Real  Estate  Securities  Income/closed-end 

-* 

-16.5 

14.4 

18 

-26 

NA 

1.29       ^ 

Reich  &  Tang  Equity  Fund/Reich  &  Tang 

— * 

2.3 

2.6 

109 

-2 

none 

1.10       "f 

Reynolds  Blue  Chip  Growth  Fund/Fiduciary  Mgmt 

_» 

25.3 

1.2 

10 

171 

none 

2.50p     -^ 

•Fund  raic'd  fi  ir  two  periods  >  )nlv;  maximum  allowable  grade  A.     'Fund  not  in  operation  for  full  period      *Fund  h;is  rwo  share  classes, 
load  and  the  other  with  small  12b-l  fee  and  front-end  load.  Results  shown  are  for  front-loaded  shares.  As.seLs  are  for  entire  fund.     Kxp 
shareholderpaiU  lJh-1  plan  exteeding  01%  (Jjidden  load)  pending  or  in  force,     p:  Net  of  partial  absorption  of  expenses  by  fund 
available.     'Formerh-  Sigma  Capital  Shares.     'Formerly  Sigma  Investment  Shares.     'Dual  Fund.  Performance,  asset  and  expense  data 
as  a  unit. 
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onewith  large  12b-l  fee  and  back-end  * 
?nse  ratio  is  in  italics  if  the  fund  has  a   ^ 
sponsor.     NA:  Not  applicable  or  not  j^j 
on  capital  and  income  shares  treated  ^ 

farid 
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lEP 

1 

■ 

■ 

m^^^^fx^ 

^31 

■1 

Wc 

V? 
1— m 

mnance 

in 
DOWN 

Fund/distributor 

Total  1 

eturn 

Yield 

Assets 

Maximum 
sales 
charge 

Annual 
expenses 
per  $100 

Annual 

average 

11/80  to 

6/90 

Last 

12 

months 

6/30/90 
($mil) 

%  change 
'90  vs  '89 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.9% 
12.1% 

16.4% 
12.3% 

3.2% 
2.7% 

$1.44 

Rightime  Fund/Lincoln  Inv 

— 

11.0% 

1.0% 

$149 

-13% 

none 

$2  5? 

Rightime  Fund  Blue  Chip/Lincoln  Inv 

— 

14.9 

1.7 

123 

47 

4.75% 

$2.M 

Rightime  Fund  Growth/Lincoln  Inv 

— * 

2.0 

0.8 

46 

46 

4.75 

2.32 

F 

•A 

Rochester  Tax  Managed  Fund/Rochester 

— * 

2.0 

none 

14 

-7 

8.50 

1.78 

Rodney  Square  Multi-Grow/Rodney 

— * 

13.7 

1.1 

43 

22 

5.75 

1.7SP 

Rodney  Square  Multi- Value/Rodney 

— * 

6.2 

2.9 

8 

-13 

5.75 

1.75P 

•C 

•B 

Royce  Fund- Value/Quest  Dist 

-* 

3.8 

2.1 

191 

-1 

1.00b 

182 

Royce  Value  Trust/closed-end 

* 

5.1 

1.6 

140 

8 

NA 

0.93 

RPF  of  America-Equity  Fund/Venture 

— * 

18.4 

3.4 

30 

51 

5.00b 

2  S8 

Rushmore-OTC  Index  Plus/Rushmore 

* 

2.9 

0.3 

11 

-3 

none 

1,00 

Rushmore-Stock  Mkt  Index  Plus/Rushmore 

— * 

16,0 

2.0 

52 

245 

none 

0,95 

B 

C 

Safeco  Equity  Fund/Safeco 

12.8% 

17.8 

2.0 

64 

30 

none 

0.95 

B 

C 

Safeco  Growth  Fund/Safeco 

11,8 

18,3 

1.1 

88 

18 

none 

0.95 

D 

A 

Safeco  Income  Fund/Safeco 

14.6 

2.9 

5.5 

207 

-8 

none 

0.89 

St  Clair  Equity-Capital  Growth/Fairfield 

— * 

21.2 

0.8 

20 

302 

none 

1.62p 

Salem  Funds-Growth/Federated 

— * 

12.1 

4,2 

105 

21 

none 

/,55 

A 

B 

Salomon  Brothers  Capital'/Salomon 

15.3 

12.8 

0.3 

74 

4 

5.00 

1.48 

C 

B 

Salomon  Brothers  Fund^/closed-end 

12.9 

11.5 

3.9 

1,021 

5 

NA 

0.44 

C 

B 

Salomon  Brothers  Investors'/Salomon 

13.4 

10.0 

4,0 

378 

-3 

5.00 

0.63 

C 

B 

Salomon  Brothers  Opportunity''/Salomon 

15.4 

-3.3 

3.4 

108 

-2 

none 

1.26 

SBSF-Growth  Fund/SBSF 

— * 

16.0 

3.1 

100 

13 

none 

1.13 

Schafer  Value  Fund/Schafer 

— * 

13.6 

1.8 

11 

-10 

none 

2,09 

•C 

•B 

Sci/Tech  Holdings/ML  Funds 

— ' 

24.4 

0.7 

156 

-3 

6.50 

1.55p 

A 

C 

Scudder  Cap  Growth/Scudder 

14.7 

0.3 

0.8 

996 

20 

none 

0,93 

C 

D 

Scudder  Development  Fund/Scudder 

10.3 

28.2 

none 

361 

31 

none 

1.34 

Scudder  Equity  Income/Scudder 

— * 

4.9 

5.7 

21 

21 

none 

1.51p 

Scudder  Fund-Lazard  Equity/Scudder 

— * 

8.1 

1.7 

18 

15 

none 

1.78 

Scudder  Gold  Fund/Scudder 

—' 

-2.7 

0.6 

17 

53 

none 

2,55p 

C 

C 

Scudder  Growth  &  Income  Fund/Scudder 

11.2 

6.8 

5.2 

503 

9 

none 

0.87 

C 

C 

Second  Fiduciary  Exchange  Fund/t 

11.5 

16.4 

1.9 

68 

6 

NA 

0.82 

•C 

•C 

Security  Action  Fund/Security 

* 

13.5 

1,0 

251 

27 

** 

0.82 

A 

D 

Security  Equity  Fund/Security 

11.6 

13.1 

2.9 

270 

5 

8.50 

1.08 

D 

C 

Security  Investment  Fund/Security 

7.5 

3.4 

6,4 

77 

-8 

8.50 

1.26 

Security  Omni  Fund/Security 

— * 

4.6 

none 

18 

-6 

8.50 

4.18 

C 

F 

Security  Ultra  Fund/Security 

6.3 

14.4 

none 

58 

-13 

8.50 

2.98 

D 

A 

Selected  American  Shares/Prescott 

15.4 

2.3 

3.5 

412 

18 

none 

1  08 

*  id  rated  for  rw.'0  periods  only;  maximum  allowable  grade  A.     'Fund  not  in  operation  for  full  period.     ifExchange  fund,  not  currentK'  selling  new  shares. 
3    through  monthly  contractual  plan.    Expetise  ratio  is  in  italics  if  the  fund  has  a  shareholder-paid  12b- 1  plan  exceeding  0. 1  %  (hidden  load)  pending 
3  icludes  back-end  load  that  reverts  to  distributor,     p;  Net  of  partial  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available.     'Forme 
Z  tal  Fund.     ^Formerly  Lehman  Corp.     'Formerly  Lehman  Investors  Fund.     ''Formerly  Lehman  Opportunity  Fund. 
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Annual  Fund  Ratings 

■ 

•■ 

Performance 

in              in 
UP         DOWN 
markets 

Fund/distributor 

Total 

return 

Yield 

Assets 

Maximum 

sales 
charge 

Anni' 
expen 
per  SI 

Annual 

average 

11/80  to 

6/90 

Last 

12 

months 

6/30/90 
|$mil1 

%  change 

'90  vs  '89 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.9% 
12.1% 

16.4% 
12.3% 

3.2% 

2.7% 

$1.44 

B 

D 

Selected  Special  Shares/Prescott 

11.2% 

14.5% 

1.8% 

$60 

39% 

none 

SI  22 

A  + 

D 

Seligman  Capital  Fund/Seligman 

13.4 

27.1 

none 

133 

10 

4.75% 

0,88 

B 

B 

Seligman  Common  Stock  Fund/Seligman 

14.5 

18.9  ■ 

3.3 

497 

-1 

4,75 

0,65 

Seligman  Commun  &  Inform/Seligman 

-* 

24,5 

none 

46 

12 

4,75 

1,48 

B 

D 

Seligman  Growth  Fund/Seligman 

10.7 

19.1 

1.5 

559 

4 

4.75 

0,65 

C 

A 

Sentinel  Common  Stock  Fund/Equity 

16.4 

12.8 

3.8 

597 

9 

8.50 

0,77 

A 

C 

Sentinel  Growth  Fund/Equity 

14.0 

23.1 

1.1 

56 

14 

5.25 

1.21 

B 

D 

Sentry  Fund/Sentry 

10.9 

19.9 

2.8 

52 

15 

8.00 

0.65 

D 

A  + 

Sequoia  Fund/Ruane 

19.3 

13.0 

4.1 

977 

13 

t 

1.00] 

Shadow  Stock  Fund/|ones  &  Babson 

— • 

-1.7 

1.5 

25 

-5 

none 

1.33 

D 

F 

Sherman,  Dean  Fund/Sherman 

-0.1 

4.4 

none 

3 

6 

none 

2.24 

•A 

•C 

Sit  New  Beginning  Growth  Fund/Sit 

-• 

21.0 

1.0 

74 

36 

none 

1.12 

•B 

•B 

Sit  New  Beginning  Income  &  Growth/Sit 

— * 

17.1 

2.4 

18 

29 

none 

1.50] 

Skyline  Fund-Special  Equities/Mesirow 

-• 

14.8 

1.0 

26 

50 

3.85 

1.60 

SLH  Aggressive  Growth/Shearson 

-* 

24.8 

0.1 

107 

24 

5.00 

1.17 

B 

B 

SLH  Appreciation  Fund/Shearson 

15.9 

17.6 

2.7 

1,121 

55 

5.00 

0.89 

SLH  Equity-Growth  &  Opp/Shearson 

— * 

-3.7 

2.7 

183 

-5 

5.00b 

215 

SLH  Equity-Sector  Analysis/Shearson 

— * 

10.3 

2.7 

213 

-37 

5.00b 

2.17 

SLH  Equity-Strategic  Inv/Shearson 

-' 

8.2 

3.5 

218 

22 

5.00b 

232 

D 

•B 

SLH  Fundamental  Value  Fund/Shearson 

-* 

10.8 

2.8 

82 

-A 

5.00 

1.15 

SLH  Income-Option  Inc/Shearson 

— ■* 

10.2 

9.5 

522 

-10 

5.00b 

1.79 

SLH  Investment-Directions  Val/Shearson 

— * 

13.0 

2.0 

307 

-8 

5.00b 

196 

C 

•C 

SLH  Investment-Growth/Shearson 

— * 

12.3 

5.3 

856 

-8 

5,00b 

1.90 

SLH  Investment-Prec  Metals/Shearson 

-* 

-3.4 

0.4 

69 

-16 

5,00b 

2  45 

•C 

•D 

SLH  Investment-Spec  Eqi'ities/Shearson 

— * 

8.6 

3.7 

120 

-23 

5,00b 

2  40 

SLH  Multi  Opportunity  LP/Shearson 

— ■* 

7.4 

8.0 

202 

-22 

3,00b 

3  OOP 

SLH  Principal  Ret-Zero  &  Apprec/Shearson 

— 

12.6 

5.7 

138 

-25 

5,00 

0.85 

SLH  Small  Capitalization/Shearson 

— 

20.0 

none 

33 

28 

5,00 

1.50p 

SLH  Telecom-Growth/Shearson 

—' 

1.8 

1.9 

39 

6 

5,00 

1.24 

SLH  Telecom-Income/t 

— * 

13.5 

4.3 

95 

0 

t 

0.92  j 

C 

C 

Smith  Barney  Equity  Fund/Smith  Barney 

12.0 

17.8 

2.7 

83 

5 

5.75 

0.79  1 

D 

A 

Smith  Barney-Income  &  Growth/Smith  Barney 

16.0 

7.6 

5.8 

586 

4 

5,75 

0.44 

C 

A  + 

SoGen  International  Fund/Sogen 

17.5 

12.5 

3.9 

195 

43 

3,75 

1 38 

Sound  Shore  Fund/Sound 

— * 

5.5 

2.8 

38 

7 

none 

1.24 

D 

A  + 

Source  Capital/closed-end 

16.7 

9.4 

7.3 

311 

0 

NA 

0.96 

Southeastern  Growth  Fund/Wheat  First 

» 

3.8 

1.2 

106 

4 

5,00b 

2  24 

•Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.     'Fund  not  in  operation  for  full  period.     tClosed  to  new  investors, 
new  shares.    Expense  ratio  k  in  italics  tf  the  fund  has  a  shareholder-paid  12hl  plan  exceeding  01%  (hidden  load)  pending  or  in 
reverts  to  distributor,     p:  Net  of  partial  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available. 
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force,     b:  Includes  back-end  load  dial 
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BUICK. 

The  Only  American  Carline  To  Rank 
In  The  Top  10  In  Initial  Quality 


m\T\W:: 
V  LEXUS 

3.  TOVOT'^ 

A.  \Wf\W\T\ 


But  Then,  Quality  Has  Never 
Been  Foreign  To  Buick. 


Year  after  year,  Buick's  reputation  for  quality 
grows  stronger  and  stronger. 

The  latest  measure  of  Buick  quality  is  the 
J.D.  Power  and  Associates  1990  Initial 
Quality  Survey?*^  This  is  an  independent 
survey  of  over  26,000  new-car  buyers, 
based  on  owner-reported  problems 


GM 


BUICK 

The  New  Symbol  For 
Quality  In  America. 


during  the  first  90  days  of  ownership. 

Buick  ranked  ahead  of  imports  like  Acura, 
Honda,  BMW,  Nissan  and  Mazda.  And,  for  the 
second  year  in  a  row,  Buick  is  the  most 
trouble-free  American  carline.  For  world- 
class  quality  that's  made  in  America,  see 
your  Buick  dealer.  Call  1-800-446-2837. 


Let's  get  it  together  ...buckle  up. 
©1990  GM  Corp.  All  rights  reserved. 


Annual  Fund  Ratings 

J 

Performance 

in               in 
UP         DOWN 
markets 

Fund/distributor 

Total  return 

Yield 

Assets 

Maximum 
sales 
charge 

Anni 
expen 

per  $] 

Annual 

average 

11/80  to 

6/90 

Last 

12 
months 

t     « 

6/30/90 
(Srnil) 

%  change 

'90  vs  '89 

I?    DO 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.9% 

12.1% 

16.4% 

12.3% 

3.2% 

2.7% 

$1.44 

SAM  Small-Cap/Southeastern 

-' 

2.6% 

2.0% 

$65 

96% 

none 

$1.50 

SAM  Value  Trust/Southeastern 

-* 

2.5 

1.8 

148 

34 

none 

1.35 

D 

A 

Sovereign  Investors/Sovereign 

IS. 4% 

16,5   ■ 

4.7 

80 

53 

5.00% 

707 

(    • 

A 

D 

Spectra  Fund/closed-end 

13.0 

24.5 

none 

5 

23 

NA 

3.55 

C 

B 

D 

State  Bond  Common  Stock  Fund/State  Bond 

11.2 

26.3 

1.8 

39 

22 

4.75 

106 

! 

C 

B 

State  Bond  Diversified  Fund/State  Bond 

13.1 

124 

4.2 

24 

18 

4.75 

0.97 

B 

D 

State  Bond  Progress  Fund/State  Bond 

10.7 

25.4 

0.9 

9 

20 

4.75 

!  .>1 

(- 

A 

C 

State  Street  Exchange  Fund/t 

14.4 

19.1 

2.2 

199 

11 

none 

0.62 

B 

C 

State  Street  Growth  Fund/t 

14.5 

22.8 

2.3 

289 

12 

none§ 

0.54    A' 

B 

C 

State  Street  Investment  Trust/MetLife 

13.1 

23.0 

2.8 

586 

8 

4.50 

0.50 

\- 

F 

D 

Steadman  American  Industry/Steadman 

-6.1 

-5.4 

none 

4 

-3 

t 

7.00 

F 

C 

Steadman  Associated/Steadman 

.S.I 

9.6 

none 

12 

-19 

t 

4,10 

•( 

F 

D 

Steadman  Investment  Fund/Steadman 

-1.1 

-0.7 

none 

5 

-10 

t 

4.32 

C 

F 

F 

Steadman  Oceanographic  Tech  &  Gr/Steadman 

-6.9 

7.5 

none 

3 

4 

t 

6.34' 

D 

A 

F 

SteinRoe  Capital  Opportunities/Stein  Roe 

6.4 

7.3 

0.5 

160 

-15 

none 

1.10 

C 

A 

C 

SteinRoe  Special  Fund/Stein  Roe 

16.3 

20.7 

2.0 

451 

59 

none 

0.97 

\ 

A 

D 

SteinRoe  Stock  Fund/Stein  Roe 

10.1 

28.9 

1.7 

243 

27 

none 

0.74 

•D 

F 

•C 

Strategic  Gold/Minerals  Fund/Strategic 

— * 

-1.4 

1.0 

2 

-30 

8.50 

1.50 

C 

Strategic  Silver  Fund/Strategic 

— * 

18.6 

none 

22 

-12 

8.50 

1.49 

F 

C 

C 

Stratton  Growth  Fund/Stratton 

11.6 

6.1 

3.6 

23 

17 

none 

1.38 

F 

A  + 

Stratton  Monthly  Dividend  Shares/Stratton 

13.0 

1.6 

8.5 

32 

-5 

none , 

1.25 

Strong  Discovery  Fund/Strong 

— * 

2.7 

2.2 

71 

147 

2.00 

1.98 

B 

Strong  Opportunity  Fund/Strong 

-* 

-3.2 

4.0 

178 

-13 

2,00 

1.70 

B 

SunAmerica  Cap  ApprecVSunAmerica 

-* 

-3.2 

1.3 

180 

-26 

S.OOb 

-'.^6 

SunAmerica  Equity-Aggress  Grow'*/SunAmerica 

— * 

-0.7 

none 

38 

-26 

4.75 

1.91 

SunAmerica  Equity-Grow^/SunAmerica 

— * 

14,9 

0.7 

40 

-3 

4.75 

1.78 

SunAmerica  Multi-Asset-Tot  Ret'/SunAmerica 

— * 

5.6 

2.4 

33 

-9 

4.75 

2  08 

B 

A 

D 

Surveyor  Fund/ Alliance 

9.7 

1.5 

none 

93 

-12 

5.50 

156 

r 

Templeton  Value  Fund/closed-end 

— * 

7.9 

3.4 

178 

5 

NA 

1.35 

C 

B 

Templeton  World  Fund/Templeton 

15.6 

9.1 

3.5 

4,581 

6 

8.50 

0.69 

Thomson  McKinnon-Growth/Thomson 

-* 

20.8 

0.9 

366 

4 

S.OOb 

/  --(I 

Thomson  McKinnon-Oppor/Thomson 

— * 

15.7 

none 

44 

-11 

S.OOb 

190 

F 

Thomson  McKinnon-Prec  Met/Thomson 

— * 

-5.5 

none 

8 

19 

5.00 

2  SO 

Tocqueville  Fund/Freedom 

—* 

8.8 

3.3 

15 

-13 

none 

I47P 

C 

Tower-Capital  Apprec/Federated 

- 

20.6 

3.0 

69 

112 

4.50 

0  S6p 

0 

Transamerica  Lowry  Mkt  Timing/Transametica 

— 

10.8 

2.7 

18 

-16 

4.75 

1  8^p 

r 

Transamerica  Special  Blue  Chip/Transamerica 

- 

17.1 

0.6 

11 

124 

6.00b 

.U^p 

D 

•Fund  rated  for  rwo  period;-  only;  niiximuni  allowable  grade  A.     'Fund  not  in  operation  for  full  period.     tClosed  to  new  investors.     ^Exchange  fund,  not  currently  sellir 
new  shares.     §Distributor  may  impose  redemption  fee  whose  proceeds  reven  to  the  fund.     Expense  ratio  is  in  italics  if  the  fund  has  a  dxireholderpaid  12b-l  pla 
exceeding  0.1%  (hidden  locul)  pending  or  in  force     b:  Includes  back-end  load  that  reverts  to  distributor,     p:  Net  of  partial  absorption  of  expenses  by  fund  sponsc 
NA:  Not  applicable  or  not  available,     'Asofl98,s     "As  of  1987.     ^Formerly  Integrated  Capital  Appreciation.     ^Formerly  Integrated  Equity-Aggressive  Growth.     ''Former 
Integrated  Equity-Growth.     ''Formerh'  Integrated  Multi-.'\sset  Total  Return. 

Distributor  table,  page  248.  Rules,  page  176. 
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'erformance 

in               in 
UP         DOWN 
markets 

Fund/distributor 

Total  return 

Yield 

Assets 

Maximum 
sales 
charge 

Annual 
expenses 
per  $100 

Annual 

average 

11/80  to 

6/90 

Last 

12 

months 

6/30/90 
(Smil) 

%  change 
'90  vs  '89 

1 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.9% 
12.1% 

16.4% 
12.3% 

3.2% 
2.7% 

$1.44 

Transamerica  Special  Emerg  Grow/Transametica 

— * 

28.5% 

none 

$16 

130% 

6,00%b 

i3-48p 

Transamerica  Spec  Natural  Res/Transamerica 

— * 

16.4 

0.0% 

7 

116 

6,00b 

3.45P 

C 

•C 

Transamerica  Sunbelt  Growth/Transamerica 

— * 

13.4 

6.1 

31 

-8 

4,75 

1.85 

C 

c 

Transamerica  Technology  Fund'/Transamerica 

11.0% 

29.7 

0.5 

71 

28 

4,75 

183 

B 

c 

Tri-Continental  Corp/closed-end 

13.6 

20.0 

2.9 

1,692 

15 

NA 

0,55 

20th  Century  Gihrust  Investors/20th  Century 

— * 

30.8 

none 

33 

76 

none 

1,00 

A  + 

D 

20th  Century  Growth  Investors/20th  Century 

13.2 

25.8 

0.4 

2,057 

46 

none 

1,00 

20th  Century  Heritage  Investors/20th  Century 

-* 

19.1 

0.8 

221 

177 

none 

1,00 

A  + 

C 

20th  Century  Select  Investors/20th  Century 

16.6 

25.4 

2.9 

3,299 

34 

none 

1,00 

A  + 

•F 

20th  Century  Ultra  Investors/20th  Century 

— * 

16.6 

2.1 

397 

17 

none 

1,00 

20th  Century  Vista  lnvestors/20th  Century 

-• 

34.1 

none 

494 

117 

none 

1,00 

•C 

•B 

UMB  Stock  Fund/Jones  &  Babson 

-* 

8.6 

4,2 

48 

15 

none 

0,87 

C 

•C 

Unified  Growth  Fund/Unified 

— * 

9.1 

2,5 

14 

-19 

none 

1.18 

D 

B 

Unified  Mutual  Shares/Unified 

11.1 

7.6 

3,8 

16 

-11 

none 

1.11 

C 

B 

United  Accumulative  Fund/Waddell 

15.2 

9.9 

4.3 

874 

7 

8.50 

0,63 

A 

A 

United  Income  Fund/Waddell 

19.1 

15.6 

3,6 

1,742 

26 

8.50 

0.69 

•D 

•C 

United  New  Concepts  Fund/Waddell 

-* 

15.2 

3,1 

65 

-16 

8.50 

1.27 

C 

C 

United  Science  &  Energy  Fund/Waddell 

12.0 

17.8 

1.8 

264 

15 

8,50 

0.84 

F 

•B 

United  Services-Good  &  Bad/United 

-* 

-0.5 

3,1 

10 

-16 

none 

2,10 

United  Services-Growth  Fund/United 

-* 

9.5 

1,2 

5 

4 

none 

2,40 

United  Services-Income  Fund/United 

-• 

8.9 

3,4 

8 

47 

none 

1,94 

B 

C 

US  Trend  Fund/Capstone 

11.7 

15.8 

2.9 

91 

2 

4,75 

0,91 

B 

B 

United  Vanguard  Fund/Waddell 

15.6 

11.3 

3,6 

814 

10 

8,50 

0,96 

US  Boston  Inv-Growth  &  Inc/US  Boston 

_♦ 

19.4 

1.0 

37 

20 

1,00b 

1  85 

USAA  Investment-Cornerstone/USAA 

_• 

6.6 

3.8 

570 

14 

none 

1,23 

USAA  Investment-Gold  Fund/USAA 

_♦ 

-7.1 

2.0 

142 

-11 

none 

1.44p 

B 

•D 

USA_\  Mutual-Aggressive  Growth/USAA 

-* 

10.6 

1,1 

158 

9 

none 

0,96 

C 

D 

USAA  Mutual-Growth  Fund/USAA 

8.9 

14.9 

3.1 

250 

19 

none 

1,20 

USAA  Mutual-Income  Stock/USAA 

_• 

8.1 

5.2 

87 

88 

none 

l.OOp 

UST  Master  Funds-Equity/UST 

-• 

10.6 

2,3 

31 

50 

4.50 

1,22 

UST  Master  Funds-Inc  &  Growth/UST 

-' 

-2.6 

4,7 

23 

16 

4.50 

1,24 

F 

A  + 

Valley  Forge  Fund/Valley  Forge 

11.4 

8.9 

6,7 

8 

-1 

none 

1.35 

Value  Line  Convertible  Fund/Value  Line 

» 

7.9 

5.4 

46 

-23 

none 

1.05 

C 

C 

Value  Line  Fund/Value  Line 

11.0 

21.9 

2.6 

212 

13 

none 

0,70 

D 

A 

Value  Line  Income  Fund/Value  Line 

12.6 

10.6 

7,1 

144 

7 

none 

0.75 

C 

B 

Value  Line  Leveraged  Growth  Inv/Value  Line 

14,3 

21.3 

1,6 

260 

14 

none 

0.96 

D 

D 

Value  Line  Special  Situations/Value  Line 

5.0 

8.7 

1,5 

119 

-6 

none 

1,08 

und  rated  for  two  periods  only;  maximum  allowable  grade  A.     'Fund  not  in  operation  for  full  period.     Expense  ratio  is  in  ilalic, 
m  exceeding  0.1%  (hidden  load)  pending  or  in  force,     b:  Includes  back-end  load  that  reverts  to  distributor,     p:  Net  of 
ansor.     NA;  Not  applicable  or  not  available.     'Reflects  performance  of  Criterion  Pilot  prior  to  June  1989  merger. 

Distributor  table,  page  248.  Rules,  page  176. 
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Annual  Fund  Ratings 

p 

1 

Performance 

in              in 
UP         DOWN 

Fund/distributor 

Total 

return 

Yield 

Assets 

Maximum 
sales 
charge 

Ann 
expei 
per  $ 

Annual 

average 

11/80  to 

6/90 

Last 

12 
months 

6/30/90 
l$mil) 

%  change 
'90  vs  '89 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

14.9% 

12.1% 

16.4% 

12.3% 

3.2% 
2.7% 

$1.4 

Van  Eck  Gold/Resources  Fund/Van  Eck 

* 

-4.8% 

0.2% 

$192 

-14% 

6.75% 

tlAi' 

Van  Kampen  Merritt  Gr  &  Inc/Van  Kampen 

• 

4.4 

3.5 

26 

-28 

4.90 

151 

B 

C 

Vance,  Sanders  Exchange  Fund/t 

13.0"o 

22.7 

2.1 

181 

13 

NA 

0.7, 

D 

c 

Vance,  Sanders  Special  Fund/Eaton  Vance 

6.5 

15.7 

0.4 

57 

3 

4.75 

l.Oi 

Vanguard  Asset  Allocation/Vanguard 

-• 

9.9 

4.3 

178 

130 

none 

0.4! 

D 

D 

Vanguard  Explorer  Fund/Vanguard 

7.7 

5.8 

1.2 

290 

1 

none 

0.6' 

Vanguard  Gemini  II  Capital' 
Vanguard  Gemini  II  Income 

-' 

-3.7 

6.5 

281 

-11 

none 

0.6: 

D 

A  + 

Vanguard  High  Yield  Stock/Vanguard 

18.7 

-11.6 

11.0 

110 

-35 

t 

0.4^ 

\ 

B 

C 

Vanguard  lndex-500  Portfolio/Vanguard 

14..S 

16.1 

3.5 

2,368 

66 

none^ 

0.2( 

', 

Vanguard  Index-Extended  Mkt/Vanguard 

-* 

4.3 

1.8 

185 

97 

none^ 

0,23 

\. 

A 

C 

Vanguard/Morgan  Growth/Vanguard 

13.7 

15.9 

2.4 

756 

10 

none 

0.51 

Vanguard  Primecap  Fund/Vanguard 

-• 

17.5 

1.1 

310 

25 

none 

0.74 

Vanguard  Quantitative  Portfolios/Vanguard 

-' 

16.2 

3.2 

204 

33 

none 

0.53 

B 

D 

Vanguard  Small  CapWanguard 

7.,S 

0.9 

1.2 

47 

78 

none^ 

0.33 

Vanguard  Special-Energy/Vanguard 

— • 

21.5 

2.5 

102 

93 

none§ 

0.38 

Vanguard  Special-Health  Care/Vanguard 

-* 

29.7 

1.9 

134 

125 

none§ 

0.39 

Vanguard  Spec-Service  Economy/Vanguard 

-• 

9.0 

2.4 

23 

-11 

none§ 

0.43 

i 

Vanguard  Special-Technology/Vanguard 

-• 

23.3 

1.1 

21 

83 

none§ 

0.48 

1 

C 

B 

Vanguard  Trustees  Comm-US/Vanguard 

14,0 

2.3 

3.4 

120 

-11 

none 

0,51 

B 

A 

Vanguard  Windsor  Fund/Vanguard 

18.5 

-1.0 

5.8 

7,935 

1 

t    • 

0.38 

Vanguard  Windsor  Il/Vanguard 

— * 

4.7 

5.2 

2,510 

34 

none 

0.48 

Vanguard  World-US  Growth/Vanguard 

— * 

32.2 

1.1 

347 

121 

none 

0.88 

II. 

D 

B 

Variable  Stock  Fund/Variable 

11.2 

17.2 

8,4 

8 

-10 

none 

1.53 

10 

Viking  Equity  Index  Fund-General/Fairfield 

— * 

13.9 

2,1 

12 

24 

none 

1.52 

Voyageur  Granit  Growth  Stock/Voyageur 

— * 

22.9 

none 

12 

7 

5.75 

23Ip 

B 

D 

Wall  Street  Fund/Wall  Street 

9.3 

8.7 

0.3 

11 

-15 

5.50 

1.93 

B 

A 

Washington  Mutual  Investors/American  Funds 

17.8 

8.9 

4.3 

5,349 

54 

5.75 

0  69 

Weitz  Series  Fund-Value/Weitz  Sees 

— * 

6.0 

3.5 

24 

25 

none 

1.46 

facin 

Westwood  Fund/Dreyfus 

* 

10.1 

4.0 

56 

4 

4.00 

1,27 

;caihf 

D 

D 

Winthrop  Focus  Funds-Gtowth^/National  FinI 

8.2 

14.5 

2,2 

52 

-1 

4.00b 

1-37 

ree-ve 

WPG  Dividend  Income  Fund/Weiss 

— * 

3,1 

6.7 

9 

1 

none 

1.97p 

rtridf 

B 

C 

WPG  Fund/Weiss 

12.7 

13.9 

1.1 

37 

-1 

none 

1.51 

anola( 

A  + 

C 

WPG  Tudor  Fund*/Weiss 

16.5 

18.7 

0.6 

203 

9 

none 

1.12 

Idays 

Zweig  Fund/closed-end 

— * 

10.6 

8,5 

407 

3 

NA 

1.31 

)usef 

Zweig  Series-Priority  SelecVZweig/Glaset 

— * 

8.8 

4.1 

48 

136 

5.50 

1.35 

«ini 

Zweig  Total  Return/closed-end 

— * 

7.4 

9,9 

590 

1 

NA 

1.14 

letoy 

•Fund  not  in  operation  for  full  period.     fClosed  to  new  investors.     ^lExchange  fund,  not  current!)'  selling  new  shares.     §Distributor  may  impose  redemption  fee  whos 
proceeds  reven  to  the  fund.     Expense  ratio  is  in  italics  if  the  fund  has  a  shareholder-paid  12b- 1  plan  exceeding  0.1%  (fiidden  load)  petzding  or  in  force     b:  Includes  bact 
end  load  that  reverts  to  distributor,     p:  Net  of  partial  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available.     'Dual  Fund.  Performance,  asset  an 
expense  data  on  capital  and  income  shares  treat(;d  as  a  unit.     -^Annual  $10  maintenance  fee.     'Annual  $10  maintenance  fee  and  1%  transaction  fee.     ''Formerly  Vanguar 
Naess  &  Thomas  Special  Fund.     "^Reflects  performance  of  deVegh  Mutual  Fund  prior  to  May  1987  merger     ''Formerly  Tudor  Fund.     ^Reflects  performance  of  Zweig-Blu 
C.hip  Fund  prior  to  1990  merger. 

Distributor  table,  page  248.  Rules,  page  176. 
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Annual  Fund  Ratings 


Balanced  funds 

Balanced  funds  either  mix  stocks  with  bonds  or  buy  convert-     (such  as  we've  had  in  the  past  12  months)  they  underperfoi 
ible  bonds,  hybrid  securities  that  combine  features  of  fixed-     stock  funds.  A  handful  of  balanced  funds  get  honor  grades 
income  investments  with  some  equity-like  appreciation  po-     both  bull  and  bear  markets:  American  Balanced,  Americ 
tential.  Balanced  funds  are  graded  separately  from  stock     Capital  Equity  Income,  Fidelity  Puritan  and  Phoenix  Co 
funds,  but  over  the  same  market  cycles  (see  chart,  page  177).     vertible.  Starting  on  page  248  is  a  list  of  fund  distributors  ai 
These  funds  are  generally  more  conservative  than  stock     addresses.  Closed-end  funds  have  no  distributor.  They  tra 
funds:  They  hold  up  better  in  a  crash,  but  in  a  strong  market     in  the  secondary  market  like  shares  of  an  industrial  compan 

1 

B   DC 

i 

Performance 

in               in 
UP         DOWN 
markets 

Fund/distributor 

Total  return 

Yield 

Assets 

Maximum 
sales 
charge 

Annua 
expensi 
per  $10 

Annual 

average 

11/80  to 

6/90 

Last 

12 

months 

6/30/90 
($mil) 

%  change 
'90  vs  '89 

\ 

Standard  &  Poor's  500  stock  average 
Forbes  balanced  fund  composite 

14.9% 

7.2% 

16.4% 
13.3% 

3.2% 
5.6% 

$1.38 

B 

Adtek  Fund/Adtek 

— * 

2,4% 

3.7% 

$9 

-28% 

none 

32.07 

Advantage  Income  Fund/Advest 

-* 

7.3 

6.3 

52 

-8 

4.00%b 

2  04 

D 

D 

D 

Aim  Convertible  Securities/AIM 

7.2% 

16.0 

3.2 

12 

-10 

4.75 

2.12 

C 

C 

B 

Alliance  Balanced  Shares/Alliance 

14.1 

-1.9 

3.5 

158 

11 

5.50 

1  36 

Alliance  Convertible  Fund/Alliance 

-• 

1.6 

5.3 

61 

-19 

5.50 

192 

B 

B 

American  Balanced  Fund/ American  Funds 

14.7 

7.9 

6.0 

310 

24 

5.75 

0.78 

D 

B 

C 

American  Capital  Convert  Secs/closed-end 

14.5 

4.4 

7.0 

72 

-6 

NA 

0.84 

B 

B 

American  Capital  Equity  Income/ American  Cap 

15.5 

12.3 

6.1 

96 

-3 

5.75 

0.83 

A 

D 

American  Capital  Harbor  Fund/American  Cap 

12.3 

8.2 

6.0 

377 

1 

5.75 

0.76 

AMEV  Advantage-Asset  Alloc/AMEV 

-* 

11.7 

5.1 

24 

254 

4.50  ' 

1.97 

B 

B 

D 

Axe-Houghton  Fund  B/Axe 

12.1 

9.7 

6.7 

161 

-2 

none 

1.15 

Bailard  Biehl  &  Kaiser  Diversa/Bailard 

— * 

6.6 

4.0 

99 

-2 

none 

1.29 

D 

D 

Bancroft  Convertible  Fund/closed-end 

9.1 

6.0 

6.8 

54 

0 

NA 

1.50 

D 

Bascom  Hill  Balanced  Fund/Madison 

* 

-0.9 

5.7 

15 

23 

5.00b 

2. cop 

Boston  Co  Inv-Asset  Alloc/Boston  Co 

— * 

11.6 

3.3 

19 

156 

none 

2.00 

Bruce  Fund/Bruce 

—* 

30.2 

2.4 

3 

-3 

none 

1.83p 

Calamos  Convertible  Income/Calamos 

— * 

6.9 

7.1 

15 

-30 

none 

1.10 

C 

•C 

•D 

Calvert  Social  Inv-Managed  Grow/Calvert 

— * 

7.9 

2.3 

251 

26 

4.50 

1.29 

C 

Carillon  Investment-Capital/Carillon 

— * 

9.2 

5.6 

15 

-24 

5.00 

1.28 

D 

B 

Castle  Convertible  Fund/closed-end 

11.6 

8.2 

7.7 

48 

0 

NA 

1.20 

At 

A-f 

C 

CGM  Mutual  Fund'/New  England 

16.2 

14.3 

4.0 

323 

10 

none 

0.97 

C 

Colonial  Advanced  Strategies  Gold/Colonial 

— * 

-5.4 

0.2 

60 

-22 

6.75 

1.91 

A 

D 

Colonial  Fund/Colonial 

13.7 

6.8 

4.3 

334 

12 

6.75 

1  04 

C 

C 

Commonwealth  Inv-Balanced/Trusteed 

11.5 

12.8 

5.4 

46 

19 

7.50 

0.98 

C 

C 

Composite  Bond  &  Stock  Fund/Murphey  Favre 

11.9 

3.1 

5.8 

72 

0 

4.00 

1  24 

•Fund  rated  for  rwo  periods  i  )nly;  maximum  allowable  grade  A.     *Fund  not  in  operation  for  full  period,     lixpeme  ratio  k  in  italics  if  the  fund  bos  a  shareholder  paid  12b-l 
plan  exceeding  0.1%  (hidden  load)  pending  or  in  force     b:  Includes  back-end  load  that  revens  to  distributor     p:  Net  of  partial  absorption  of  expenses  b>-  fund 
sponsor.     NA:  Not  applicable  or  not  available.     'Formerly  Loomis-Sayles  Mutual  Fund. 
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tt  5EP 

• 

erformance 

in               in 
UP         DOWN 
— markets 

Fund/distributor 

Total  1 

eturn 

Yield 

Assets 

Maximum 

sales 
charge 

Annual 
expenses 
per  $100 

Annual 

average 

11/80  to 

6/90 

Last 

12 

months 

6/30/90 
($mil) 

%  change 
'90  vs  '89 

Standard  &  Poor's  500  stock  average 
Forbes  balanced  fund  composite 

14.9% 

7.2% 

16.4% 
13.3% 

3.2% 
5.6% 

$1.38 

Coim  Mutual-Total  Return/Phelps 

— * 

12.2% 

6.0% 

$69 

15% 

6.25% 

$1.20 

Convertible  Holdings-Capital'/closed-end 
Convertible  Holdings-lncome/closed-end 

-* 

0.1 

none 

265 

-1 

NA 

0.80 

Convertible  Securities  &  Income/Federated 

-* 

-3.4 

9.8 

29 

83 

4.50 

1  06p 

F 

A 

Country  Capital  Income  Fund/Country  Cap 

11.3% 

6.6 

7.3 

6 

-2 

3.00 

1.39 

Dean  Witter  Convertible  Sees/Dean  Witter 

-* 

2.1 

4.9 

556 

-3,3 

5.00b 

1.85 

Dean  Witter  Managed  Assets/Dean  Witter 

— * 

6.7 

6.1 

273 

-2 

5.00b 

/,^7 

Dean  Witter  Strategist/Dean  Witter 

- 

16.6 

2.4 

179 

432 

5.00b 

/'75 

Delaware  Group  Delaware  Fund/Delaware 

~ 

13.3 

4.3 

397 

15 

6.75 

0.76 

A 

C 

Dodge  &  Cox  Balanced  Fund/Dodge  &  Cox 

14.3 

12.9 

4.8 

62 

37 

none 

0.72 

B 

D 

Dreyfus  Convertible  Securities/Dreyfus 

13.4 

10.3 

4.2 

277 

4 

none 

1.05 

Duff  &  Phelps  Selected  Utilities/closed-end 

-* 

8.2 

9.3 

1,142 

0 

NA 

1.33 

Eaton  Vance  High  Income  Trust/Eaton  Vance 

-* 

-6.3 

15.3 

229 

-21 

6.00b 

J  JO 

D 

A 

Eaton  Vance  Inc  Fund  of  Boston/Eaton  Vance 

11.7 

-4.2 

14.9 

74 

-15 

4.75 

1.05 

C 

C 

Eaton  Vance  Investors  Fund/Eaton  Vance 

12.8 

10.0 

6.1 

205 

-2 

4.75 

0  9J 

Ellsworth  Convert  Grow  &  Inc/closed-end 

-* 

5.5 

7.8 

51 

-3 

NA 

1.40 

Equitable  Funds-Balanced/Equitable 

-' 

9.9 

1.8 

22 

238 

5.00b 

J.OOp 

D 

A 

Federated  Stock  &  Bond  Fund/Federated 

13.8 

5.9 

6,3 

89 

3 

none 

l.Olp 

Fidelity  Asset  Manager/Fidelity 

-* 

7.7 

3.4 

380 

111 

none 

1.22 

Fidelity  Balanced  Fund/Fidelity 

-* 

7.8 

9.0 

223 

63 

2.00 

0.93 

Fidelity  Convertible  Securities/Fidelity 

-* 

12.7 

6.6 

71 

53 

none 

1.38 

B 

B 

Fidelity  Puritan  Fund/Fidelity 

16.4 

4.3 

7.5 

4,865 

4 

2.00 

0.65 

First  Prairie  Diversified  Asset/Dreyfus 

-• 

9.7 

7,4 

8 

27 

4.. 50 

0  OOp 

Franklin  Convertible  Securities/Franklin 

-* 

5.8 

7,2 

20 

20 

4.00 

0.24p 

D 

A 

Franklin  Income  Fund/Franklin 

12.7 

4.4 

11.1 

1,434 

36 

4.00 

0.54 

FundTrust-Growth  &  Income/Signature 

-* 

5.1 

3.6 

30 

-23 

1..50 

/,<S'9 

Heritage  Income-Growth/Heritage 

— ' 

-2.3 

5.1 

22 

-5 

4.00 

/  75/) 

Huntington  CPl  +  Fund/Huntington 

_» 

6.4 

2.1 

18 

276 

3.00 

J  OOp 

C 

B 

IDS  Mutual/IDS 

13.9 

3.6 

6.4 

1,671 

5 

5.00 

0.69 

C 

A  + 

Income  Fund  of  America/ American  Funds 

16.4 

6.0 

8.8 

2,094 

76 

5.75 

0,69 

Investment  Port-Total  Return/Kemper 

-* 

13,2 

4.0 

572 

12 

5.00b 

2  17 

L. 

F 

Kemper  Total  Return  Fund/Kemper 

11.8 

13.9 

4.4 

914 

-3 

5.75 

0.78 

c 

C 

Keystone  Custodian  K-1/Keystone 

12.5 

7.8 

5.9 

826 

16 

4.00b 

1  H7 

Lincoln  National  Convert  Secs/closed-end 

-* 

9.2 

7.0 

96 

-2 

NA 

0.94 

Mackenzie  Growth  &  Income/Mackenzie 

* 

2.6 

1.4 

13 

75 

2.75 

.^34p 

Mackenzie  No  Amer  Total  Return/Mackenzie 

-* 

4.0 

5.7 

86 

-46 

5.00 

1.36p 

MainStay-Convertible  Fund^/NYLife 

-* 

1.3 

5.6 

20 

-21 

5,00b 

J  5V 

nd  not  in  operation  for  full  period.     Expense  ratio  is  in  italics  if  the  fund  has  a  s/Mreholderpatci  12b-l  plan  exceeding  0.1%  (bidden  load)  pending  or 
ncludes  back-end  load  that  reverts  to  distributor,     p:  Net  of  partial  absorption  of  expenses  b\-  fund  sponsor.     NA:  Not  applicable  or  not  available. 
formance,  asset  and  expense  data  on  capital  and  income  shares  treated  as  a  unit.     -F(jrmerly  MacKay-Shields  MainStay-Convertible  Fund. 
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Annual  Fund  Ratings 

..i?^' 

1 

1 

Performaiice 

in              in 
UP         DOWN 

markets 

Fund/distributor 

Total 

return 

Yield 

Assets 

Maximum 
sales 
charge 

An 
expi 
per 

Annual 

average 

11/80  to 

6/90 

Last 

12 

months 

6/30/90 
($mil) 

%  change 
'90  vs  '89 

Standard  &  Poor's  500  stock  average 
Forbes  balanced  fund  composite 

14.9% 

7.2% 

16.4% 
13.3% 

3.2% 
5.6% 

$1. 

MainStay-Total  Return  Fund/NYLife 

--■ 

12.9% 

2.8% 

$47 

162% 

5.00%b 

$2. 

A 

C 

Mass  Financial  Toul  Return/Mass  FinI 

15.4% 

10.3 

5.9 

759 

31 

4.75 

0. 

MassMutual  Integrity-Balanced/MML 

-* 

10.7 

4.4 

42 

28 

4.50 

7. 

D 

B 

Merrill  Lynch  Equi-Bond  I  Fund/ML  Funds 

11.7 

9.2 

4.4 

11 

-10 

t 

2.' 

•B 

•C 

Merrill  Lynch  Phoenix  Fund*/ML  Funds 

-* 

5.2 

4.0 

258 

-8 

6.50 

1.; 

Merrill  Lynch  Retire  Benefit  Inv*/ML  Funds 

-* 

7,9 

6.4 

1,433 

-19 

6.50 

0.} 

Merriman  Timed  Asset  Alloc/Merriman 

• 

7.8 

4.5 

22 

558 

none 

1.^  "^^ 

MetLife-State  Street  Mngd  Assets/MetLife 

-• 

9.7 

6.2 

65 

86 

4.50 

'^  a) 

Mimlic  Asset  Allocation  Fund/Mimlic 

_' 

10.9 

6.5 

10 

35 

5.00 

1.-. 

F 

A 

Mutual  of  Omaha  Income/Mutual  of  Omaha 

12.2 

8.7 

7.8 

171 

4 

4.75 

a;  [•« 

National  Strategic  Allocation/National  Sees 

-• 

9.6 

2.6 

84 

-27 

5.75 

'^'-  !^ 

C 

B 

National  Total  Income  Fund/National  Sees 

15.9 

6.6 

6.0 

224 

34 

5.75 

12  ^ 

B 

D 

National  Total  Return  Fund/National  Sees 

13.9 

10.6 

4.3 

265 

0 

5.75 

/;  H 

Noddings  Convertible  Strategies/Noddings 

» 

0.5 

8.1 

4 

-32 

none 

2.5|Q(| 

NA  Security-Aggres  Asset  Alloc/Wood  Logan 

-• 

-0.1 

2.6 

7 

73 

4.75 

--T^Ms 

NA  Security-Conserv  Asset  Alloc/Wood  Logan 

-* 

6.7 

8.3 

12 

33 

4.75 

2.6^^B 

NA  Security-Mod  Asset  Alloc/Wood  Logan 

-* 

1.8 

6.1 

45 

7 

4.75 

-'^FT 

Olympic  Trust-Balanced  Income/Olympic 

-• 

6.2 

6.1 

10 

22 

none 

1.0^ 

Oppenheimer  Asset  Allocation/Oppenheimer 

—• 

6.1 

4.5 

85 

24 

4.75 

/.^fl^ 

Oppenheimer  Ninety  Ten  Fund/Oppenheimer 

— * 

2.8 

8.8 

11 

-43 

7.75 

1.4^1 

Overland  Express  Asset  Allocation/Overland 

-* 

8.9 

5.8 

29 

63 

4.50 

1.7^1 

PaineWebber  Asset  Allocation/PaineWebber 

— * 

5.7 

6.0 

507 

-19 

5.00b 

y.^^^l 

B 

D 

Pax  World  Fund/Pax  World 

12.9 

17.2 

4.2 

108 

29 

none 

7,7(^1 

•D 

•C 

Permanent  Port-Permanent/Permanent 

— * 

1.8 

none 

88 

-6 

none 

7  7:^1 

C 

•B 

Phoenix  Balanced  Fund/Phoenix 

— * 

16.5 

4.7 

489 

14 

6.90 

0.8^1 

B 

B 

Phoenix  Convertible  Fund/Phoenix 

15.2 

11.4 

5.3 

152 

-2 

6.90 

1.02^ 

Piper  Jaffray  Balanced  Fimd/Piper 

_* 

6.8 

4.2 

16 

22 

4.00 

ijd^ 

Princor  Managed  Fund/Princor 

* 

20.0 

4.3 

21 

8 

5.00 

1  26  V 

ProvidentMutual  Convertible'  /Provident 

_• 

-1.1 

3.8 

9 

-68 

4.50 

2.69 

C 

C 

ProvidentMutual  Total  Retum^/Provident 

13.0 

10.5 

8.6 

70 

35 

6,00 

1.17 

Pru-Bache  Income Vertible*/Pru-Bache 

— * 

3.0 

7.7 

521 

5 

5.25 

12J 

B 

D 

Putnam  Convert  Income-Growth/Putnam 

12.1 

4.1 

6.3 

716 

-18 

5.75 

0.93 

A 

C 

George  Putnam  Fund  of  Boston/Putnam 

14.4 

11.5 

6.2 

439 

8 

5.75 

0.73 

Quest  for  Value-Asset  Allocation/Quest 

* 

12.4 

1.9 

6 

150 

5.50 

2oq 

•C 

•B 

Rea-Graham  Balanced  Fund/Rea 

— * 

2.6 

7.1 

41 

-17 

4.75 

I  60 

Rochester  ConvertibleVRochester 

- 

3.7 

7.0 

6 

11 

3.25 

2.43 

•Fund  rated  for  rwo  periods  only;  maximum  allowable  grade  A.     'Fund  not  in  operation  for  full  period.     tClosed  to  new  investors,     #Fund  has  two  share  classes,  one  wi 
large  1 2b- 1  fee  and  back  end  load  and  the  other  with  small  1 2b- 1  fee  and  front -end  load.  Results  shown  are  for  front-loaded  shares,  AsseLs  are  for  entire  fund.     Expense  rat 
is  in  italics  if  the  fund  has  a  sljareholder-paid  12b- 1  plan  exceeding  0.1%  (hidden  toad)  pending  or  in  force     h.  Includes  back-end  load  that  reverts  to  distributor,     p:  Net 
partial  absorption  of  expenses  by  fund  sponsor      'Formerly  RNC  Convertible  Securities,     ''Formerly  Sigma  Trust  Shares,     'Formerly  Rochester  Convertible-Growth  Fun 
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FORBES 

SEPTEMBERS,  19! 

A  natural  byproduct 

ofour  business  strategy 

has  been  steady 

consistent  dividend  growth. 


In  an  industry  whose 
only  constant  is  change, 
ALLTEL  has  managed 
to  balance  the  company's 
need  for  growth  with 
our  shareholders'  natural 
desire  for  security. 
We've  done  this 
by  building  on  a  solid 
base  of  regulated 
telephone  operations 
and  expanding  into 
high-growth  areas  like 
cellular  telephones, 
distribution  and  long 
distance. 

As  a  result,  we've 
not  only  achieved  a 
place  on  the  prestigious 
Forbes  500,  but  we've  also  increased  our 
shareholders'  dividends  for  29  consecutive  years. 
It's  all  a  natural  byproduct  of  our  business  plan. 
And  we  invite  you  to  join  us  for  what  promises 
to  be  a  singularly  rewarding  journey. 


^auxEi 


CORPORATION 


For  more  information,  call  (501)  661-8999  or  write  to:  ALLTEL  Investor  Relations  •  P.  O.  Box  2177  •  Little  RocK,  AR  72203 


r 


Annual  Fund  Ratings 

•^^ZZ- 

Performance 

in              in 
UP         DOWN 
markets 

Fund/distributor 

Total 

return 

Yield 

Assets 

Maximum 
sales 
charge 

Ann 

expei 
per  $ 

Annual 

average 

11/80  to 

6/90 

Last 

12 

months 

6/30/90 
(Smil) 

%  change 
'90  vs  '89 

Rodney  Square  Multi-Total  Return/Rodney 

— * 

15.0% 

3.0% 

$22 

12% 

5.75% 

SI. 7. 

Royce  Fund-Total  Return/Quest  Dist 

-* 

-10.1 

3.7 

3 

-43 

1.00b 

1.9. 

( 

Schield-Timed  Asset  Allocation/Schield 

— * 

0.8 

3.1 

9 

480 

1.50 

23. 

D 

A 

Seligman  Income  Fund/Seligman 

12..S% 

4.0 

8.8 

150 

-8 

4.75 

0.7 

C 

B 

Sentinel  Balanced  Fund/Equity 

15.2 

9.5 

•       6.4 

78 

12 

8.50 

0.9 

Skyline  Fund-Balanced/Mesirow 

— * 

9.2 

4.6 

13 

6 

3.85 

16. 

D       ' 

SLH  Income-Convertible/Shearson 

— ' 

-1.9 

7.1 

102 

-32 

5.00b 

1.7. 

,\ 

SLH  Income-Utilities/Shearson 

— * 

7.1 

7.0 

618 

32 

5.00b 

1.8(  1 

C 

F 

SteinRoe  Total  Return  Fund/Stein  Roe 

9.7 

9.5 

4.8 

140 

1 

none 

0.8f 

D 

•A 

Strong  Investment  Fund/Strong 

-• 

3.5 

5.3 

230 

-7 

1.00 

1.3( 

C 

•C 

Strong  Total  Return  Fund/Strong 

— * 

-10.4 

7.1 

809 

-35 

1.00 

1.3J 

SunAmerica  Inc-Convertible'/Sun America 

— ' 

-2.5 

6.5 

14 

-49 

4.75 

zn 

TCW  Convertible  Securities  Fund/closed-end 

-• 

3.2 

10.6 

167 

-8 

NA 

0.9! 

D 

Templeton  Income  Fund/Templeton 

-* 

8.2 

9.9 

110 

-5 

4.50 

l.K 

)i 

•Fund  rjtcd  for  iwo  periods  only,  mxximum  allowahlc  grade  A      ■luiid  noi  in  operaiion  for  full  period     Expense  nilio  k  in  ilatia 
plan  exceeding  01%  (hidiien  load)  pet2Jmg  or  m  force     h.  Includes  back  end  k)ad  that  reverts  to  distributor,     p;  Net  of 
sponsor.     NA:  Not  applicable  or  not  available      'Formerly  Integrated  Income-Convenible  Securities. 
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rfinrmaiice 

lin              in 
JP         DOWN 
—markets 

Fund/distributor 

Total 

return 

Yield 

Assets 

Maximum 

sales 
charge 

Annual 
expenses 
per  $100 

Annual 

average 

11/80  to 

6/90 

Last 

12 

months 

6/30/90 
($mil) 

%  change 
'90  vs  '89 

Thompson,  Unger  &  Plumb/Thompson 

— ' 

13.8% 

2.6% 

$12 

46% 

none 

$2.00 

C 

Transameiica  Growth  &  Income/Transamerica 

12.9% 

20.1 

2.6 

69 

5 

4.75% 

1.12 

Transamerica  Special  Convertible/Transamerica 

-* 

12.4 

4.5 

9 

-IS 

6.00b 

J  51 

Triflex  Fund/Securities  Mgmt 

_• 

4.8 

5.2 

21 

-9 

7.50 

1.31p 

20th  Century  Balanced/20th  Century 

-* 

22.3 

3.4 

60 

156 

none 

1.00 

D 

•D 

Unified  Income  Fund/Unified 

— ♦ 

6.7 

7.4 

5 

-33 

none 

1.33 

\ 

D 

United  Continental  Income  Fund/Waddell 

14.7 

10.7 

5.5 

320 

5 

8.50 

0.81 

B 

C 

United  Retirement  Shares/Waddell 

13.6 

13.0 

4.1 

161 

28 

8.50 

0.87 

USAA  Investment-Balanced/USAA 

_* 

6.4 

4.3 

38 

120 

none 

l.OOp 

Vanguard  Convertible  Securities/Vanguard 

-* 

7.3 

5.9 

55 

-19 

none 

0.88 

Vanguard  Equity  Income  Fund/Vanguard 

-* 

6.9 

5.2 

425 

149 

none 

0,44 

! 

Vanguard  STAR  Fund/Vanguard 

_• 

5.5 

6.4 

1,077 

29 

none 

0.43 

O 

A  + 

Vanguard  Wellesley  Income  Fund/Vanguatd 

15.1 

8.2 

8.0 

919 

37 

none 

0.45 

\\ 

C 

Vanguard  Wellington  Fund/Vanguard 

14.7 

6,S 

6.1 

2,331 

2K 

none 

0.43 

d  rated  for 
exceeding 

1 

two  periods  only;  maximum  allowable  grade  A.     *Kund  not  in  operation  for  full  period.     E.\p 
0.1%  (hidden  load)  pending  or  in  force,     b:  Includes  back  end  load  that  reverts  to  distributor 

Distributor  table,  page  248.  Rules,  page 

c'^isc  ratio  is  in  ilcilics  if  the  fund  has  a  sljurebokkr  paid  I2h  I 
p:  Net  of  partial  absorption  of  expenses  by  fund  spon.sor. 

176. 

You  invest  to  help  make  tomorrow  better 
than  today. 

That's  the  real  bottom  line. 

For  years,  families  seeking  to  turn  their 
dreams  into  reality,  have  looked  to  a  name 
they  know  and  trust. 

Kemper. 

Ask  your  financial  representative  about 
the  investment  products  of  Kemper 
Financial  Services. 

•  Kemper  Money  Market  Fund 

•  Kemper  Mutual  Funds 

•  Kemper  Tax-Advantaged  Insurance 

For  more  complete  information  about  these 
investment  products  including  charges  and  expenses 
obtain  prospectuses  by  calling  1-800-621-1048. 
Read  them  carefully  before  you  invest  or  send 
money.  Insurance  products  issued  by  Kemper 
Investors  Life  Insurance  Company. 


DTTOM  LINE. 


irEmPER 


I  I 

Financial 


IL 


A  concern  for  your  futureT 
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Annual  Fund  Ratings 


Foreign  stock  funds 


U.S.-based  stock  funds  with  predominantly  foreign  portfolios 
are  in  this  table.  The  benchmark  for  measuring  foreign  fund 
performance  is  the  Morgan  Stanley  stock  index  for  Europe, 
Australia,  the  Far  East  and  New  Zealand.  The  index  aims  to 
show  the  dollar  return  that  a  U.S.  investor  would  have  en- 
joyed in  the  average  foreign  stock.  Thus,  it  reflects  not  only 
price  movements  on  foreign  bourses  but  also  fluctuations  in 


the  value  of  the  dollar.  The  standout  performer  on  this 
the  Mexico  Fund,  the  only  one  in  our  survey  to  rate  a  do 
A  +  .  Mexican  stocks  were  severely  depressed  in  1982,  a 
beginning  of  our  foreign  fund  measurement  period, 
based  overseas,  whether  they  invest  in  local  makets  or  i 
U.S.,  are  not  covered  in  the  main  fund  tables,  althoi 
sampling  of  British  investment  trusts  appears  on  page  1 


;t«>- 


Performance 

in             in 
UP        DOWN 
markets 


Fund/distributor 


Total  return 
Annual 

average  Last 

9/82  to  12 

6/90  months 


Yield 


Assets Maximum     Ann 

6/30/90      %  change        sales         expei 
($mil)       '90  vs  '89       charge       per  $ 


Morgan  Stanley  Capital  Intl  EAFE  index 
Forbes  foreign  stock  fund  composite 


27.0% 
17.6% 


3.3% 
18.0% 


1.4% 
1.4% 


$1.9 


Alliance  Global-Canadian  Fund/ Alliance 


13.4% 


-6.1% 


$26 


-17% 


5.50%        $Z3. 


Alliance  International  Fund/Alliance 


24.5 


15.3 


0.2% 


266 


60 


5.50 


1.4 


AMA  Family  of  Funds-Global  Growth/ AMA 


14.2 


4.1 


109 


16 


D       ASA  Limited/closed-end 


8.0 


10.2 


6.1 


552 


NA 


0.5 


Asia  Pacific  Fund/closed-end 


45.4 


0.2 


143 


40 


NA 


1.7: 


Babson-Stewart  Ivory  Intl/Jones  &  Babson 


23.4 


0.3 


11 


184 


Boston  Co  Inv-International/Boston  Co 


14.6 


1.4 


35 


70 


1.7. 


Brazil  Fund/closed-end 


-29.5 


19.2 


120 


^0 


NA 


2.0 


D       Bull  &  Bear  Gold  Investors/Bull  &  Bear 


4.3 


1.5 


1.0 


39 


Capstone  Intl-European  Plus/Capstone 


22.6 


0.3 


15 


NM 


4.75 


4.7i 


Clemente  Global  Growth  Fund/closed-end 


28.8 


73 


27 


NA 


3.01 


Colonial  Intl  Equity  Index/Colonial 


15.6 


15 


32 


4.75 


_' «  --^ 


Counsellors  International  Equity/Counsellors 


28.4 


0.8 


34 


329 


1.4: 


'Fund  not  in  operation  for  full  period.    Expense  ratio  ii  in  italics  ifthefundbasaslxireholder-paid  12h-l  plan  exceeding  0.1%  (hidden  load)  pending  or  in  force     p:  Ne 
partial  absorption  of  expenses  by  fund  sponsor,     NA:  Not  applicable  or  not  available,     NM:  Not  meaningful. 
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srfomuuice 

'  in             in 
UP       DOWN 
— markets 

Fund/distributor 

Total 

return 

Yield 

Assets 
6/30/90     %  change 
($mil)       '90  vs  '89 

Maximum 
sales 
charge 

Annual 
expenses 
per  $100 

Annual 

average 

9/82  to 

6/90 

Last 

12 

months 

Morgan  Stanley  Capital  Intl  EAFE  index 
Forbes  foreign  stock  fund  composite 

27.0% 
17.6% 

3.3% 
18.0% 

1.4% 
1.4% 

$1.94 

•C 

B 

Dean  Witter  World  Wide  Inv/Dean  Witter 

— * 

15.4% 

1.7% 

$323 

10% 

5.00%  b 

$2.21 

Dreyfus  Strategic  World  Inv  LP/Dreyfus 

» 

19.7 

none 

21 

18 

3.00 

l.SOp 

Enterprise  Group-Intl  Grow/Enterprise 

-* 

15.5 

none 

10 

82 

4.75 

2  50p 

Enterprise  Group-Precious  Metals/Enterprise 

— * 

4.7 

2.4 

6 

20 

4.75 

2.50p 

•B 

•A 

EuroPacific  Growth  Fund/ American  Funds 

— * 

27.8 

1.9 

805 

222 

5.75 

1.24 

European  Emerging  Companies/Review 

-* 

23.5 

0.2 

35 

172 

4.50 

22Sp 

Fenimore  Intl  Fund  Equity/Bumham 

— * 

30.6 

none 

45 

-7 

5.00 

2  52p 

Fidelity  Canada  Fund/Fidelity 

-* 

5.4 

0.1 

23 

2 

3.00b 

2.00p 

Fidelity  Europe  Fund/Fidelity 

— * 

30.9 

1.0 

450 

509 

3.00b 

1.54 

Fidelity  International  Grow  &  Inc/Fidelity 

-* 

21.1 

1.1 

36 

42 

2.00b 

2.02p 

Fidelity  Overseas  Fund/Fidelity 

-* 

28.8 

0.9 

1,108 

23 

3.00 

1.13 

Fidelity  Pacific  Basin  Fund/Fidelity 

-• 

9.0 

0.1 

101 

-8 

3.00b 

1.38 

Financial  Strategic-European/Financial  Prog 

— * 

25.2 

1.1 

90 

NM 

none 

1.78 

kA 

C 

Financial  Strategic-Pacific  Basin/Financial  Prog 

— • 

14.7 

0.1 

20 

-16 

none 

1.62 

First  Australia  Fund/closed-end 

— * 

7.3 

6.0 

59 

1 

NA 

2.24 

; 

First  Iberian  Fund/ciosed-end 

-• 

19.4 

1.0 

75 

17 

NA 

2.20p 

B 

C 

First  Investors  Global'/First  Inv 

22.8% 

39.1 

none 

246 

196 

6.90 

1.75 

Flag  Investors  International  Trust/Brown 

-* 

19,4 

4.1 

51 

59 

4.50 

1.49P 

C 

D 

Franklin  Gold  Fund/Franklin 

11.2 

10,1 

3.7 

279 

0 

4.00 

0.78 

Freedom  Inv  II-Global  Fund/Freedom 

-• 

20.8 

none 

41 

20 

3.00b 

2  41 

FT  International/Federated 

-* 

20.9 

1.2 

78 

26 

4.50 

1.52p 

1 

GAM  Global  Fund/GAM 

-* 

27.1 

0.2 

26 

58 

5.00 

_'6^ 

GAM  International  Fund/GAM 

-* 

29.1 

0.5 

26 

45 

5.00 

2  74 

GAM  Pacific  Basin  Fund/GAM 

-* 

32.3 

none 

12 

125 

5.00 

5  9J/; 

Germany  Fund^/closed-end 

— • 

45.8 

0.5 

173 

147 

NA 

1,10 

GT  Global  Growth-Europe/GT  Global 

— * 

29.6 

none 

1,705 

NM 

4,75 

190 

GT  Global  Growth-Intl/GT  Global 

-* 

26.1 

none 

348 

508 

4.75 

190 

GT  Global  Growth-Japan 'GT  Global 

— * 

36.6 

none 

73 

196 

4.75 

2  10 

A 

C 

GT  Global  Growth-Pacific/GT  Global 

24.9 

30.4 

none 

265 

197 

4.75 

2.00 

GT  Global  Growth-Worldwide/GT  Global 

— * 

23.3 

none 

85 

351 

4.75 

2  00 

John  Hancock  Global  Trust/Hancock 

-• 

18.1 

0.8 

103 

-7 

4.50 

2  02 

John  Hancock  World-Pac  Basin  Eq/Hancock 

-* 

22.2 

none 

5 

8 

4.50 

224p 

Harbor  Intemational/HCA  Securities 

* 

27.3 

0.9 

62 

177 

none 

1.32p 

LAI  International  Fimd/IAI  Funds 

— * 

13.1 

2.6 

33 

76 

none 

1.90 

EDS  International  Fund/IDS 

— * 

28.8 

1.0 

238 

20 

5.00 

1.41 

IDS  Precious  Metals  Fund/IDS 

— * 

-2.9 

1.4 

81 

-12 

5.00 

1,46 

IDS  Strategy-Pan  Pacific  Growth/IDS 

— * 

21.4 

0.1 

47 

-4 

5.00b 

2  42 

'  ind  rated  for  two  periods  only;  maximum  allowable  grade  A.     *Fund  not  in  operation  for  full  period.    Expense  ratio  k  in  italics  if  the  fund  has  a  shareholder-paid  1 2h  1 
;  n  exceeding  0.1%  (hidden  load)  pending  or  in  force,     b:  Includes  back-end  load  that  reverts  to  distributor,     p.  Net  of  partial  absorption  of  expenses  by  fund 
insor.     NA:  Not  applicable  or  not  available.     NM:  Not  meaningful.     'Formerly  First  Investors  International  Fund.     ^Performance  adjusted  for  secondary  offering. 
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Annual  Fund  Ratings/Foreign  Stocks 

Ifl 

-1 

Perfomiaiice 

in             in 
UP        DOWN 
markets 

Fund/distributor 

Total 

return 

Yield 

Assets 
6/30/90     %  change 
($mil)       '90  vs  '89 

Maximum 
sales 
charge 

Anif 
expei 
per  $ 

Annual 

average 

9/82  to 

6/90 

Last 

12 

months 

r 

Morgan  Stanley  Capital  Intl  EAFE  index 
Forbes  foreign  stock  fund  composite 

27.0% 
17.6% 

3.3% 
18.0% 

1.4% 
1.4% 

$1.9 

li 

Italy  Fund/closed-end 

— * 

50.6% 

0.9% 

$100 

49% 

NA 

$1.91 

1 

Ivy  International  Fund/Ivy 

— • 

21.6 

0.8 

80 

118 

none 

1.8 

u 

B 

B 

Japan  Fimd/Scudder 

27.5% 

1Z.5 

0.5 

382 

5 

none 

i.o: 

B 

C 

Kemper  International  Fund/Kemper 

22.4 

23.4 

0.7 

215 

18 

5.75% 

l.Oi 

D 

C 

Keystone  International  Fund/Keystone 

15.3 

0.9 

none 

96 

-16 

4.00b 

2  7'. 

D 

D 

Keystone  Precious  Metals/Keystone 

5.5 

-4.5 

1.8 

168 

-17 

4.00b 

J2( 

B 

C 

Kleinwort  Benson-IntI  Equity/Kleinwort 

23.3 

22.8 

1.4 

93 

51 

none 

JOt 

Korea  Fund'/closed-end 

-* 

-47.5 

0.9 

303 

-6 

NA 

1,4( 

Lexington  Global  Fund/Lexington 

-• 

15.3 

0.2 

56 

33 

5.00 

1.6< 

Lord  Abbett  Global-Equity /Lord  Abbett 

-* 

13.5 

1.1 

37 

149 

6.75 

1.2( 

Mackenzie  Canada  Fund/Mackenzie 

-* 

-6.8 

2.5 

16 

54 

5.00 

23'. 

MainStay-Global  FundVNYLife 

-* 

7.8 

none 

21 

10 

5.00b 

3.5; 

Malaysia  Fund/closed-end 

— * 

29.8 

0.8 

104 

30 

NA 

1.9J 

Merrill  Lynch  EuroFund    /ML  Funds 

— ' 

31.5 

0.7 

612 

193 

6.50 

i.i: 

•ill 

Merrill  Lynch  Global  Alloc*/ML  Funds 

-* 

15.9 

4.3 

182 

72 

6.50 

1.2: 

J 

Merrill  Lynch  Global  Convert*/ML  Funds 

— • 

3.3 

5.2 

23 

-32 

4.00 

2.1< 

/u 

•C 

•B 

Merrill  Lynch  Intl  Holdings*/ML  Funds 

-' 

18.7 

1.8 

225 

20 

6.50 

1.4S 

A 

D 

Merrill  Lynch  Pacific  Fund*/ML  Funds 

28.9 

14.1 

0.3 

326 

13 

6.50 

1.06 

nvi 

A  + 

A  + 

Mexico  Fund'/closed-end 

41.0 

38.0 

3.7 

297 

32 

NA 

1.6( 

[} 

MFS  Lifetime  Global  Equity  Trust/Mass  FinI 

— * 

23.8 

none 

79 

86 

6.00b 

3.05 

m 

MFS  Lifetime  Gold  &  Prec  Met/Mass  FinI 

— • 

0.5 

none 

7 

132 

6.00b 

3.(57 

01 

Nomura  Pacific  Basin  Fund/Nomura 

— * 

14.0 

1.3 

60 

-9 

none 

1,32 

Oppenheimer  Global  Bio-Tech/Oppenheimer 

— * 

29.9 

none 

13 

594 

6.75 

2.40 

^ 

C 

B 

Oppenheimer  Global  Fund/Oppenheimer 

23.1 

34.4 

0.3 

809 

78 

8.50 

1.79 

•A 

•C 

PaineWebber  Classic  Atlas  Fund/PaineWebber 

* 

20.1 

0.7 

216 

16 

4.50 

1.50 

PaineWebber  Classic  World/PaineWebber 

— • 

15.8 

5.3 

102 

4 

4.50 

2.20 

r&TEn 

T  Rowe  Price  Intl  Discovery/Price 

» 

47.1 

0.9 

164 

NM 

none 

1.5CI 

B 

B 

T  Rowe  Price  International  Stock/Price 

24.8 

25.5 

1.5 

1,163 

69 

none 

1.05 

aayse 

Princor  World  Fund/Princor 

-* 

16.4 

0.4 

17 

27 

5.00 

1.6i 

eupat 

ProvidentMutual  World'/ProvidentMutual 

■f 

12.1 

0.2 

7 

-4 

6.00 

290 

.ind 

•C 

•C 

Pru-Bache  Global  Fund*/Pru-Bache 

— * 

7.8 

2.6 

332 

-17 

5.25 

197 

e  entire 
Yoy 

Id  send 
And 
One 

thw 

Pni-Bache  Global  Genesis*/Pru-Bache 

— * 

12.8 

none 

41 

204 

5.25 

3.9C 

Pru-Bache  Global  Natural  Res*/Pru-Bache 

— * 

7.1 

0.6 

45 

3 

5.25 

2.72 

C 

B 

Putnam  International  Equities/Putnam 

24.6 

22.5 

1.6 

630 

35 

5.75 

1.4C 

Rodney  Square  Intl-Equity/Rodney 

-* 

21.9 

0.6 

71 

19 

5.75 

1.751 

Scudder  Global  Fund/Scudder 

— * 

20.0 

0.5 

257 

183 

none 

1.81 

B 

B 

Scudder  International  Fund/Scudder 

25.1 

25.7 

1.5 

936 

66 

none 

1.18 

Sue 

ini 

•Fund  rated  for  tv.'o  periods  only,  maximum  allowable  grade  A     'Fund  not  m  operation  for  full  period.     #Fund  has  rsvo  share  classes,  one  with  large  12b-l  fee  and  bac 
end  load  and  the  otlier  with  small  1 2b- 1  fee  and  front-end  load  Results  shown  are  for  front-loaded  shares.  Assets  are  for  entire  fund.     Expense  ratio  is  in  italics  ifthefutidht 
a  shareholder-paid  12h-l  plan  exceeding  0.1%  (hidden  load)  pending  or  in  force     b.  Includes  back-end  load  that  reverts  to  distributor,     p.  Net  of  partial  absorption  ( 
expenses  by  fund  spont^.r.     NA:  Not  applicable  or  not  available.     NM:  Not  meaningful.     'Performance  adjusted  for  secondan'  offering.     ^Formerly  MacKay-Shielc 
MainStay-Global  Fund      ^Formerly  Sigma  World  Fund. 
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■"  m 

looks  like  this. 


>ut  it  sounds  like  thi 

MT  can  do  the  same  for 

our  fax  machine's  performance. 


r&T  Enhanced  FAX  Service.  Even  the  most  elementary  fax  machine  can  do  some  very  grand  things, 
jcause  now  it  can  be  hooked  up  to  AT&T  Enhanced  FAX,  which  can  empower  your  machine  with  all 
e  capabilities  available  through  AT&T's  Worldwide  Intelligent  Network. 

And  all  you  need  to  do  is  call  our  toll-free  number  and  follow  the  easy  voice  prompts,  which  orchestrate 
entire  process. 

You  can  store  and  retrieve  messages  from  your  own  fax  mailbox.  Automatically  redial  a  busy  number, 
jjid  send  the  same  document  to  up  to  1,000  destinations,  worldwide. 

And  since  it  frees  up  both  you  and  your  machine,  you  can  conduct  business  as  usual. 

One  last  note.  AT&T  Enhanced  FAX  is  part  of  an  extensive  portfolio  of  services  called  AT&T  Global  Messaging, 
lich  will  always  be  evolving  and  never  become  outdated. 

So  call  1  800  248-EFAX  to  hear  more  about  AT&T  Enhanced  FAX  and  how  we  can  handle  all  your  fax  needs. 

It'll  be  music  to  your  ears. 


990  AT&T 


AT&T 

The  right  choice. 


" 

Annual  Fund  Ratings/Foreign  Stocks 

1 

M 

Performance 

in             in 
UP       DOWN 
markets 

Fund/distributor 

Total 

return 

Yield 

Assets 
6/30/90     %  change 
ISmil)        '90  vs  '89 

Maximum 
sales 
charge 

Ani 

expi 
per 

Annual 
average 

9/82  to 
6/90 

Last 

12 

months 

Morgan  Stanley  Capital  Intl  EAFE  index 
Forbes  foreign  stock  fund  composite 

27.0% 
17.6% 

3.3% 
18.0% 

1.4% 

1.4% 

$1. 

Scudder  New  Asia  Fund/closed-end 

-* 

58.6% 

0.7% 

$131 

45% 

NA 

$1.1 

SLH  Equity-Intemational/Shearson 

_    » 

9.7 

none 

58 

-17 

5.00%  b 

-'.' 

i 

•D 

•C 

SLH  Global  Opportunities/Shearson 

— • 

H.O 

2.3 

78 

-17 

5.00 

l.( 

SLH  Investment-Global  Equity /Shearson 

— * 

13.4 

0.9 

9 

0 

5.00b 

3.1 

SLH  Precious  Metals  &  Mins/Shearson 

» 

-2.4 

2.1 

27 

-26 

5.00 

2:< 

Spain  Fund/closed-end 

-* 

22.9 

1,7 

151 

15 

NA 

u 

\ 

SteinRoe  International  Growth/Stein  Roe 

— * 

21.3 

none 

20 

26 

none 

2.1 

I 

F 

F 

Strategic  Investments  Fund/Strategic 

-6.9% 

-11.2 

5.3 

35 

-26 

8.50 

l.( 

1111 

Swiss  Helvetia  Fund/closed-end 

» 

28.5 

none 

118 

28 

NA 

l.« 

rei 

Taiwan  Fund'/closed-end 

-* 

-24.2 

none 

75 

-36 

NA 

2. 

Templeton  Emerging  Markets/closed-end 

_• 

48.8 

1.0 

186 

45 

NA 

2.( 

pii 

•B 

A 

Templeton  Foreign  Fund/Templeton 

-* 

32.1 

3.0 

881 

126 

8.50 

0.8 

in 

C 

B 

Templeton  Global/Templeton 

18.5 

7.9 

2.5 

893 

2 

8.50 

0. 

lit 

C 

A 

Templeton  Growth  Fund/Templeton 

19.8 

16.3 

3.8 

2,662 

26 

8.50 

0. 

In 

Thai  Fund/closed-end 

-• 

72.8 

1.6 

221 

57 

NA 

1.! 

di 

Thomson  McKinnon-Global/Thomson 

-* 

15.7 

none 

47 

-14 

5.00b 

2.. 

A 

re 

Transamerica  Spec  Global  Grow/Transamerica 

— * 

7.5 

none 

8 

1 

6.00b 

4.. 

Tyndall  World-Tiger/Tyndall 

— * 

19.1 

0.3 

8 

938 

5.00 

3.; 

Tyndall  World-TV  EuroPacific/Tyndall 

— ' 

11.2 

0.4 

8 

225 

5.00 

13 

United  Gold  &  Government  Fund/Waddell 

-* 

-3.5 

2.3 

63 

-23 

8.50 

1.4: 

Ifl 

C 

A 

United  International  Growth/Waddell 

19.4 

15.3 

1.9 

292 

13 

8.50 

i.i: 

n( 

United  Kingdom  Fund/closed-end 

— * 

4.3 

1.6 

46 

-1 

NA 

1.9i 

•D 

•D 

United  Services-Global  Resources/United 

-* 

-0.5 

7.9 

32 

-14 

none 

2.li 

D 

D 

United  Services-Gold  Shares  Fund^/United 

1.5 

5.5 

5.0 

295 

25 

none 

1.4< 

United  Services-New  Prosoector/United 

— * 

-6.2 

0.9 

73 

-16 

none 

1.9 

US  Boston  Inv-Foreign  G&I'/US  Boston 

— * 

15.5 

0.3 

32 

47 

1.00b 

2.C 

USAA  Investment-International/USAA 

— • 

21.3 

0.2 

23 

124 

none 

2.2 

UST  Master  Funds-Intl/UST  Sees 

— * 

21.0 

1.6 

26 

94 

4.50 

1.3 

D 

D 

Van  Eck  International  Investors/Van  Eck 

9.3 

11.0 

2.3 

699 

-4 

8.50 

0.8 

Van  Eck  World  Trends  Fund/Van  Eck 

— * 

18.0 

1.3 

57 

-8 

5.75 

1.5 

•C 

•D 

Vanguard  Spec-Gold  &  Prec  Metals/Vanguard 

— * 

5.0 

2.8 

161 

30 

none§ 

0.45 

•B 

A 

Vanguard  Trustees  Comm-Intl/Vanguard 

— * 

25.7 

2.6 

820 

61 

none 

0.4i 

Vanguard  World-Intl  Growth/Vanguard 

— * 

25.2 

1.2 

828 

79 

none 

0.64 

Warburg  International  Fund/Keffer 

— • 

14.4 

0.3 

11 

4 

4.50 

1.11 

Worldwide  Value  Fund/closed-end 

— * 

4.6 

0.5 

57 

-5 

NA 

2.30 

WPG  International  Fund/Weiss 

-* 

11.1 

none 

16 

189 

none 

2.3q 

•D 

•B 

Z-Seven  Fund/closed-end 

— * 

4.2 

3.2 

19 

-9 

NA 

1.1« 

•Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.     *Fund  not  in  operation  for  full  period.     §Distributor  may  impose  redemption  fee  whose  proceeds  revert 
the  fund.    Expense  ratio  is  in  italics  if  the  fund  has  a  shareholder-paid  12h-l  plan  exceeding  0.1%  (hidden  load)  pending  or  in  force     b:  Includes  back-end  load  that  revel 
to  distributor,     p:  Net  of  panial  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available.     '  Performance  adjusted  for  secondary  offering.     ^Form< 
United  Services-Prospeaor  Fund.     ^Fund  has  Class  A  shares  with  a  $5  million  minimum  Investment. 
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FORBES,  SEPTEMBER  3,  15 


ODTSTANDING 

OPPORTDNITIES 

OWEBSEAS 

T.  Rowe  Price  opens  the  worid  to  American  investors.  Investing  abroad  offers  you  two 
important  advantages:  enhanced  return  potential  through  expanded  opportunities,  and 
reduced  risk  through  diversification. 

When  you're  ready  to  take  advantage  of  opportunities  overseas,  come  to  T.  Rowe  Price,  a 
pioneer  in  international  investing.  Our  Rowe  Price-Fleming  affiliate  is  one  of  the  largest  and 
most  experienced  international  investment  managers,  with  over  $3  billion  in  assets  under 
management.  It  focuses  exclusively  on  international  equity  and  bond  management,  and 
utilizes  one  of  the  largest  research  teams  in  the  world  in  seeking  investments  with  strong 
long-term  potential.  When  you're  investing  internationally,  this  on-site  presence  can  provide 
distinct  advantages. 

A  family  of  international  funds.  As  the  chart  below  shows,  we  offer  four  international 
funds,  including  our  new  European  Stock  Fund,  and  the  top-performing  International  Stock 
and  International  Discovery  Funds.  *  Of  course,  past  performance  cannot  guarantee  future 
results,  and  international  investing  has  special  risks  including  currency  fluctuations. 

100%  no-load.  There  is  a  $2,500  minimum  investment  per  fund  ($1,000  for  IRAs).  And 
no  sales  charges. 


4  Ways  To  Benefit  Fi om  Today's 
Changing  Foreign  Economies 

Fund  Name       •                Invests  In                        Location 

International 
Stock 

Established 
connpanies 

Outside  US- 
Europe  & 
Pacific  Basin 

International 
Discovery 

Stocks  of  snnall, 
rapidly  growing 
companies 

Outside  US — 
Europe  & 
Pacific  Basin 

European 
Stock 

Established  & 
small  companies 

Europe  only 

International 
Bond 

Fixed  income 
securities 

Outside  US — 
Europe  & 
Pacific  Basin 

Call  24  hours  for  a  free  information  kit 

1-800-638-5660 


T.  Rowe  Price,  100  E.  Pratt  St.,  Baltimore,  MD  21202 
Send  a  prospectus  with  more  eomplete  information, 
including  management  fees  and  other  eharges  and 
expenses,  for  the  fund(s)  indicated.  I  will  read  it  carefully 
before  I  invest  or  send  money. 

D  International  Stock  D  European  Stock 

D  International  Discovery  D  International  Bond 


Name 


n 


Address 


City/State/Zip 


IUMB0ni68 


Phone 


□  Home     □  Business 


Invest  With  Confidence 

TRoweftice 


ling  to  Lipper  Analytical  Services,  Inc.,  which  monitored  778  funds  for  the  5-year  period  and  48  funds  for  the  1  -year  period  ended  6/30/90  respectively 
"•ice  Investment  Services,  Inc.,  Distributor. 


Annual  Fund  Ratings 


Foreign  bond  funds 


1 1 


Funds  that  buy  foreign  bonds  look  a  lot  better  in  this  survey 
than  they  did  in  last  year's:  The  average  one-year  total  return 
is  13.6%,  against  a  2.5%  average  in  the  1989  fund  survey. 
These  numbers  are  largely  a  reflection  of  the  dollar's  strength 
or  weakness  over  the  previous  12  months.  When  the  dollar 
rises  in  value  against  other  currencies,  as  it  did  in  the  year 
ended  June  1989,  foreign  bond  funds  turn  in  very  bad  results 
to  U.S.  dollar  investors.  When  the  dollar  falls,  as  it  has 


recently,  U.S.  investors  benefit  from  having  their  mc 
parked  in  foreign  currencies.  The  moral  of  this  story:  D 
take  the  glorious  one-year  returns  you  see  below  as  an  ind 
tion  of  likely  returns  over  the  long  haul.  Putting  some  of  ^ 
fixed-income  portfolio  abroad  will  probably  lessen  the  v 
tility  in  it,  since  diversification  reduces  volatility.  The 
nothing  wrong  with  doing  that.  But  buying  foreign  b( 
probably  won't  do  much  to  improve  your  long-term  retu 


l«  Ml 

!    ^1 

h  '  < 
t<  .. 

0     H 


Fund/distributor 


Total  tetum 
Annual 

avetage  Last 

9/82  to  12 

6/90  months 


Yield 


Assets Maxunum     Ann 

6/30/90     %  change        sales        expei 
(millions)    '90  vs  '89       charge       per  $ 


Forbes  foreign  bond  fund  composite 


13.6% 


8.8% 


$1.4 


Alliance  Short-Term  Multi  Market  Trust<*'/Alliance 


15.1% 


11.0% 


$949 


830%       $3.00 


SI  I 


Capital  World  Bond  Fund/ American  Funds 


7.0 


8.5 


37 


4.75 


I3\ 


Dean  Witter  Worldwide  Income/Dean  Witter 


8.8 


9.5 


431 


51 


5.00b 


Fidelity  Global  Bond  Fund/Fidelity 


11.0 


4.3 


80 


86 


1.4 


First  Australia  Prime  Income/closed-end 


23.4 


12.5 


833 


NA 


1.5 


Freedom  Inv  U-Global  Income/Freedom 


7.7 


9.8 


190 


-18 


3.00b 


1.1    \\  I 

1.2('»*^1 

V\  .V 


Global  Government  Plus/closed-end 


7.3 


11.0 


371 


-13 


NA 


Global  Income  Plus  Fund/closed-end 


16.4 


238 


NA 


Global  Yield  Fund/closed-end 


13.2 


9.7 


586 


-2 


NA 


1.0' 


II.,  1, 

■  ^:* 

if  > 

k  k 

»  I 


GT  Investment-Global  Bond/GT  Global 


4.0 


7.9 


40 


20 


4.75 


/* 


International  Cash-Global '  /Huntington 


12.0 


7.0 


75 


-12 


2.25 


2.<X 


Kleinwort  Benson  Australian  Income/closed-end 


17.9 


8.4 


65 


NA 


1.6-: 


Mass  Financial  Intl-Bond/Mass  FinI 


14.4% 


13.6 


3.9 


122 


-4 


4.75 


1.4. 


Merrill  Lynch  Retire  Global  Bond^/ML  Funds 


15.0 


9.5 


276 


4.00 


l.Oi 


PaineWebber  Master  Global  Income/PaineWebber 


17.9 


8.2 


1,105 


5.00b 


1.9: 


T  Rowe  Price  International  Bond/Price 


10.4 


306 


16 


1.2c 


Putnam  Global  Governmental/Putnam 


12.6 


9.8 


197 


28 


4.75 


1.61 


Scudder  International  Bond/Scuddet 


17.6 


9.0 


73 


446 


1.2 


SLH  Income-Global  Bond/Shearson 


8.0 


7.0 


62 


-39 


5.00b 


2.05 


SLH  Investment-European/Shearson 


30.1 


0.5 


26 


878 


5.00 


2.9i 


don'tkr 


Templeton  Global  Govt  Income/closed-end 


14.2 


10.7 


186 


NA 


1.1 


S'tllC 


Templeton  Global  Income  Fund^/closed-end 


8.6 


11.8 


968 


NA 


0.8 


Van  Eck  World  Income  Fund/Van  Eck 


18.8 


9.7 


43 


15 


4.75 


1.4. 


World  Income  Fund/closed-end 


15.7 


12.3 


296 


NA 


0.8i 


1  Source 


*Fund  not  in  operation  for  full  period.     #Fund  has  two  share  classes,  one  with  large  12b-l  fee  and  back-end  load  and  the  other  with  small  12b-l  fee  and  front-end 
Results  shown  are  for  front-loaded  shares.  Assets  are  for  entire  fund.    Expense  ratio  is  in  italics  if  the  fund  has  a  shareholder-paid  12b- 1  plan  exceeding  0.1%  (hidden  lo 
pending  or  in  force,     b:  Includes  back-end  load  that  reverts  to  distributor     p:  Net  of  partial  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or 
available.     'Invests  in  foreign  money  market  iastruments.     ^Performance  adjusted  for  secondary  offering. 
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today's  financial  markets,  what 

don't  know  can  hurt  you. 

hich  is  why  you  should  know 

;t  Dialog;"  the  world's  most  com- 
:4ensive  online  information  service. 

ith  news,  numbers  and  analysis 

sources  like  Dun  &  Bradstreet,^ 
:^dard  &  Poor's"  and  Knight- Ridder 
'(  eyCenter,"  Dialog  cuts  through 
flutter  to  give  you  just  the  facts 

leed.  Anytime  you  need  them. 

id  now  we  want  to  give  you 

jthing  else. 

Dialog  Information  Services,  Inc.  DIALOG  is  a  servicemark  of 
ire  registered  trademar]<s  of  their  respective  holders. 


It's  our  Financial  Information  Kit  with 
a  free  demonstration  password— avail- 
able if  you  call  800-334-2564  now. 

Or  for  more  information,  simply  com- 
plete and  return  this  coupon  to:  Dialog 
Marketing  Department,  3460  Hillview 
Avenue,  Palo  Alto,  Calif.  94304. 

Then  start  making  some  history  of 
your  own. 


too 
/> 
u 

!4)t 


19 

tu 


Ik 

i'm 
>/• 

n 

>« 


I 1 

I    YES!  I  want  to  learn  how  to  make  my  own     i 
financial  history  using  Dialog:  I 


I 


Name. 


I 


Company- 
Title 


Address- 
City 


DirUJOG 

Bringing  you  the  world's  knowledge. 


INFORMATION  SERVICES.  INC 
A  Knight-Ridder  Company  ISO 


State- 


l_ 


Phone. 


.Zip_ 
.Ext. 


_l 


Dialog  Information  Services,  Inc.,  Registered  U.S.  Patent  and  Trademark  office.  Dun  &  Bradstreet,  Standard  &  Poor's,  and  KnighJ  Ridder  Mo 


Annual  Fund  Ratings 


Taxable  bond  funds 


Bond  funds  ate  rated  according  to  the  same  formula  as  stock 
funds,  with  separate  grades  for  up  and  down  markets.  The 
concept:  It's  easy  to  do  well  in  either  bull  markets  (by  buying 
long-term  bonds)  or  bear  markets  (by  buying  short-term 
bonds)  but  hard  to  do  well  in  both.  The  rating  period  for  bond 
funds  starts  in  June  1980.  To  be  rated  at  all,  a  bond  fund  must 
have  been  in  existence  since  April  1983,  or  two  full  market 


cycles.  Our  benchmark  for  evaluating  bond  funds 
Merrill  Lynch  corporate/government  bond  index.  Mun 
bond  funds  are  listed  separately  starting  on  page  230;  f( 
bond  funds  are  shown  on  page  218.  To  get  on  the  list  be 
fund  must  be  at  least  a  year  old.  Also,  it  must  have 
$100  million  in  assets  or  $25  million  in  assets  and  ei 
history  to  be  rated. 


Performance 


in  in 

UP  DOWN 

markets Fund/distributor 


Total 

return 

Annual 

average 

Last 

6/80  to 

12 

6/90 

months 

Yield 

11.5% 

6.9% 

8.8% 

10.9% 

3.0% 

10.5% 

Assets 


Maximum      Am 

6/30/90       %  change         sales  expe 

($mil)         '90  vs  '89        charge         per 


Merrill  Lynch  corporate/govt  bond  index 
Forbes  taxable  bond  fund  composite 


$1. 


AAL  Income  Fimd/AAL  Mutual 


7.0% 


8.3% 


$103 


69% 


4.75%       $1.0 


AARP  Income-GNMA  &  US  Treas/Scudder 


8.3 


2,553 


0.8 


AARP  Income-High  Quality  Bond'/Scudder 


6.3 


7.9 


146 


15 


l.I 


ACM  Government  Income  Fund/closed-end 


5.4 


12.5 


477 


-6 


NA 


1.3 


ACM  Government  Opportunity/closed-end 


6.0 


11.3 


104 


NA 


1.2 


ACM  Government  Securities/closed-end 


6.0 


12.5 


665 


NA 


1.3: 


ACM  Government  Spectrum/closed-end 


5.2 


10.9 


269 


-5 


NA 


1.4: 


ACM  Managed  Income  Fund/closed-end 


-1.2 


12.2 


255 


38 


NA 


1.1 


Advantage  Government  Securities/ Advest 


6.6 


8.4 


113 


-9 


4.00b 


1.4: 


Aim  High  Yield  Securities/AIM 


8.5% 


-7.9 


15.3 


46 


-35 


4.75 


1.41""^ 


Alliance  Bond-High  Yield/Alliance 


-23.8 


17.6 


128 


-53 


5.50 


/.3 


D        Alliance  Bond-Monthly  Inc  Shs/ Alliance 


11.5 


3.3 


10.0 


68 


30 


5.50 


1.5i 


Alliance  Bond-US  Government/ Alliance 


6.0 


10.2 


511 


-4 


5.50 


l.Oi 


Alliance  Mortgage  Sees  Income/Alliance 


8.1 


10.6 


510 


-16 


5.50 


1.1. 


D 


AMA  Family  of  Funds-US  Govt  Inc  +  /AMA 


9.0 


7.1 


8.5 


39 


-2 


1.8t 


»Jm, 


'Fund  not  in  opciiition  for  full  period.    Expense  ratio  is  in  italics  if  the  fund  has  a  shareholder-paid  lJh-1  plan  exceeding  0.1%  (hidden  locui)  pending  or  infaiif^m 
b:  Includes  back-end  load  that  reverts  to  distributor,     p:  Net  of  partial  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available      'Formerly  A^ 
Income-General  Bond. 

Distributor  table,  page  248.  Rules,  page  176. 
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Irformance 

1                  in 
P             DOWN 
—markets 

Fund/distributor 

Total  return 

Yield 

Assets 

Maximum 
sales 
charge 

Annual 
expenses 
per  $100 

Annual 

average 

6/80  to 

6/90 

Last 

12 

months 

6/30/90 
l$mil) 

%  change 
'90  vs  '89 

Merrill  Lynch  corporate/govt  bond  index 
Forbes  taxable  bond  fund  composite 

11.5% 
10.9% 

6.9% 
3.0% 

8.8% 
10.5% 

$1.06 

!  C 

B 

American  Capital  Bond  Fund/closed-end 

11.0% 

2.5% 

11,1% 

$205 

-7% 

NA 

$0.71 

,C 

B 

American  Capital  Corp  Bond/ American  Cap 

10.7 

1.1 

10.2 

203 

-18 

4.75% 

0-75 

American  Capital  Govt  Sees/ American  Cap 

-* 

5.7 

9.9 

4,108 

-17 

4.75 

090 

ta 

B 

American  Capital  High  Yld  Inv/American  Cap 

8.4 

-14.8 

16.2 

374 

-39 

4.75 

0  77 

American  Capital  Income  Trust/closed-end 

-* 

-4.2 

13.4 

115 

-15 

NA 

0.97 

American  Income-US  Govt  Guar/ American  Funds 

-* 

8.1 

9.6 

603 

24 

4.75 

09:' 

American  Government  Income/closed-end 

-* 

10.2 

12.2 

141 

1 

NA 

1.02 

American  Government  Inc  Port/closed-end 

-* 

9.7 

11.6 

205 

1 

NA 

1.02 

American  High-Income  Trust/American  Funds 

— * 

3.3 

12.1 

144 

21 

4.75 

097p 

B 

D 

AMEV  Securities/closed-end 

10.3 

2.9 

11.5 

106 

-6 

NA 

0.85 

C 

B 

AMEV  US  Govt  Securities  Fund/ AMEV 

11.4 

7.9 

9.6 

155 

38 

4..S0 

0.83 

B 

C 

Axe-Houghton  Income  Fund/ Axe 

11.9 

5.0 

8.8 

64 

1 

none 

1  41 

C 

B 

Babson  Bond  Trust-Long-Term/|ones  &  Babson 

10.7 

6.3 

8.8 

84 

18 

none 

0.97 

Bartlett  Capital-Fixed  Income/Bartlett 

-* 

6.5 

8.4 

158 

-3 

none 

1. 00 

, 

Benham  Government  Inc-GNMA/Benham 

-* 

8.4 

9.0 

307 

18 

none 

0.75p 

• 

Benham  Target  Maturities-2015/Benham 

-• 

-4.0 

none 

319 

92 

none 

0.70p 

D 

A 

Benham  Treasury  Note  Fund/Benham 

9.6 

6.9 

7.6 

104 

28 

none 

0.75p 

1 

Bernstein  Govt  Short  Duration/Bernstein 

-• 

7.5 

8.0 

172 

44 

none 

0.75 

Bernstein  Intermed  Duration/Bernstein 

-* 

6.6 

8.0 

246 

63 

none 

0.73 

Bernstein  Short  Duration  Pius/Bernstein 

-• 

7.8 

8.0 

.^91 

28 

none 

0.70 

1 

Blackstone  Income  Trust/closed-end 

» 

14.6 

13.0 

507 

2 

NA 

1.12 

Blackstone  Target  Term  Trust/closed-end 

-* 

8.3 

10.6 

881 

-3 

NA 

0,96 

!b 

C 

Bond  Fund  of  America/ American  Funds 

11.9 

5.2 

9.9 

1,726 

39 

4.75 

0.76 

D 

A 

Boston  Co  Managed  Income/Boston  Co 

10.2 

3.1 

8.6 

78 

1 

none 

109 

C 

C 

Bunker  Hill  Income  Securities/closed-end 

10.3 

-1.2 

12.9 

42 

-12 

NA 

1.07 

Calvert  Fund-Income/Calvert 

-* 

6.7 

8.6 

31 

47 

4.50 

/  14 

Cardinal  Government  Guaranteed/Cardinal 

-* 

8.7 

9.6 

116 

-6 

4.75 

0.75 

! 

Cigna  High  Income  Shares/closed-end 

-* 

-14.0 

15.9 

178 

-22 

NA 

1.08 

!b 

B 

Cigna  High  Yield  Fund/Cigna  Mutual 

11.7 

-2.9 

14.1 

250 

-17 

5.00 

0  99 

!a 

C 

Cigna  Income  Fund/Cigna  Mutual 

11.6 

4.8 

9.3 

223 

0 

5.00 

095 

c 

B 

Circle  Income  Shares/closed-end 

11.0 

6.5 

9.8 

32 

-3 

NA 

0.98 

B 

C 

CNA  Income  Shares/closed-end 

11.4 

0.9 

12.2 

76 

-8 

NA 

0.88 

Colonial  Government  Sees  Plus/Colonial 

-* 

5.6 

8.6 

2,366 

-14 

6.75 

1  16 

D 

A 

Colonial  High  Yield  Securities/Colonial 

10.6 

-4.3 

15.1 

323 

-29 

4.75 

1.21 

C 

D 

Colonial  Income  Trust/Colonial 

10.1 

2.5 

10.3 

152 

-7 

4.75 

1  15 

I  id  not  in  operation  for  full  period.    Expenseratio  is  in  italics  iftbefundbasasljareholder-paid  1 2b- 1  plan  exceeding 
1  al  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available 
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Annual  Fund  Ratings/Taxable  Bond 

1 

1 

Performaiice 

in                  in 
UP             DOWN 
markets 

Fund/distributor 

Total  return 

Yield 

Assets 

Maximum 
sales 
charge 

• 
Anr 
expe 
per  J 

Annual 

average 

6/80  to 

6/90 

Last 

12 

months 

6/30/90 
(Smil) 

%  change 
90  vs  '89 

Merrill  Lynch  corporate/govt  bond  index 
Forbes  taxable  bond  fund  composite 

11.5% 
10.9% 

6.9% 
3.0% 

8.8% 
10.5% 

$1.01 

Columbia  Fixed  Income  Sees/Columbia 

-* 

7.2% 

8.3% 

$119 

15% 

none 

$0.7 

Common  Sense-Govemment/Common  Sense 

-• 

5.5 

9.1 

129 

38 

6.75% 

1.2 

1 

C 

c 

Composite  Income  Fund/Murphey  Favre 

9.6% 

5.2- 

9.6 

70 

-49 

4.00 

1.0 

Comstock  Partners  Strategy  Fund/closed-end 

— * 

1.2 

7.5 

1,201 

-12 

NA 

0.8 

A  + 

D 

Cunent  Income  Shares/closed-end 

12.6 

6.5 

9.3 

44 

-3 

NA 

0.9 

Dean  Witter  Government  Income/closed-end 

-* 

9.3 

9.5 

536 

-1 

NA 

0.7 

Dean  Witter  Govt  Sees  Plus/Dean  Witter 

— * 

5.9 

8.2 

1,524 

-21 

5.00b 

/  5 

D 

B 

Dean  Witter  High  Yield  Sees/Dean  Witter 

7.3 

-22.1 

19.4 

771 

-61 

5.50 

0.5 

1 

\ 

Dean  Witter  Intermediate  Inc/Dean  Witter 

— * 

4.4 

9.0 

116 

328 

5.00b 

14 

Dean  Witter  US  Govt  Securities/Dean  Witter 

-' 

7.7 

96 

9,888 

-2 

5.00b 

11 

B 

c 

Delaware  Group  Delchester  H-Y-I/Delaware 

10.5 

-4.9 

14.4 

524 

-24 

6.75 

0.8 

Delaware  Group  Govt-Govt  Inc/Delaware 

-* 

7.2 

8.8 

148 

5 

4.75 

/  /( 

I 

- 

~4 

Delaware  Group  Treasury-Inv/Delaware 

— * 

8.1 

8.5 

112 

3 

none 

0.9 

C 

B 

Dreyfus  A  Bonds  Plus/Dreyfus 

11.2 

4.2 

8.6 

319 

9 

none 

0.8 

Dreyfus  GNMA  Fund/Dreyfus 

-* 

8.4 

9.0 

1,528 

-6 

none 

0.9 

Dreyfus  Strategic  Govt  Income/closed-end 

-* 

9.3 

10.0 

158 

-1 

NA 

0.8< 

Eaton  Vance  Government  Oblig/Eaton  Vance 

— * 

8.3 

9.9 

284 

-7 

4.75 

12. 

A  + 

F 

1838  Bond-Debenture  Trading/closed-end 

12.6 

6.7 

9.0 

53 

-2 

NA 

l.K 

Equitec  Siebel  US  Govt  Secs/Equitec 

— * 

7.5 

9.8 

424 

41 

5.00b 

2.0(. 

B 

F 

Excelsior  Income  Shares/closed-end 

9.9 

6.9 

6.1 

39 

1 

NA 

i.o; 

•B 

•C 

Federated  GNMA  Trust/Federated 

— * 

8.3 

9.1 

1,331 

-16 

none 

0.5; 

D 

c 

Federated  High  Income  Securities/Federated 

10.0 

-4.4 

14.8 

288 

-25 

4.50 

,„.  1 

Federated  High  Yield  Trust/Federated 

-* 

-4.5 

15.4 

129 

-41 

none 

0.7! 

•B 

•B 

Federated  Income  Trust/Federated 

— * 

9.1 

9.2 

974 

-12 

none 

0.5( 

Federated  Intermediate  Govt/Federated 

— * 

7.2 

8.0 

894 

-23 

none 

0.51 

Federated  Short-In  termed  Govt/Federated 

— * 

7.9 

8.3 

1,496 

-25 

none 

0.4! 

B 

D 

Fidelity  Flexible  Bond  Fund/Fidelity 

10.1 

6.3 

8.8 

390 

8 

none 

0.7( 

Fidelity  Ginnie  Mae/Fidelity 

— * 

8.1 

8.2 

634 

-1 

none 

0.83 

D 

B 

Fidelity  Government  Securities/Fidelity 

10,3 

7.1 

8.6 

485 

-13 

none 

0.73 

C 

A 

Fidelity  High  Income  Fund/Fidelity 

11.7 

-7.8 

13.7 

1,193 

-40 

none 

0.81 

c 

D 

A 

Fidelity  Intermediate  Bond  Fund/Fidelity 

11.4 

6.6 

8.5 

698 

24 

none 

0.72 

B 

n 

Fidelity  Mortgage  Securities/Fidelity 

— * 

8.3 

8.1 

385 

-10 

none 

0.80 

Fidelity  Short-Term  Bond/Fidelity 

* 

7.7 

8.3 

203 

-10 

none 

0.83 

etit" 

Fidelity  Spartan  Government  Fund/Fidelity 

— * 

8.1 

9.0 

331 

522 

none 

0.16 

II 

Fidelity  Spartan  Ltd  Mat  Govt'/Fidelity 

* 

7.5 

8.2 

134 

7 

none 

0.80 

odii 

C 

C 

Financial  Bond  Shs-Select  Inc/Financial  Prog 

10.4 

5.7 

9.9 

33 

4 

none 

0.99 

job 

•Fund  rated  for  rwo  period.s  only;  maximum  allowable  grade  A.     *Fund  not  in  operation  for  full  period.    Expense  ratio  is  in  italics  if  the  fund  bcis  a  sljarebolder-paid  1 2k 
plan  exceeding  0.1%  (hiddett  load)  pending  or  in  force     b:  Includes  back-end  load  that  reverts  to  distributor,     p:  Net  of  partial  absorption  of  expenses  by  fu 
sponsor.     NA:  Not  applicable  or  not  available.     'Formerly  Fidelity  Shon-Term  Government. 
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Put  your  nose  here  for 
the  next  8  hours  and  you'll 
understand  why  Alabama's 
workforce  is  so  productive. 


South  Central  Bell,  a  BellSouth  Company,  cosponsored  this  ad  with  the  State  of  Alabama. 

Certainly  we're  not  the  only  state  that  can  claim  a  solid  work  ethic. 

But  our  workforce  goes  about  their  jobs  with  a  single-minded  intensity  which  results  in  produc- 
ity  that  would  surprise  even  Europe  or  Japan. 

Besides  their  sheer  desire,  our  workforce  has  the  added  muscle  of  Alabama  Industrial  Develop- 
3nt  TVaining.  A  program  so  effective  that  33  other  states  are  attempting  to  model  theirs  after  ours. 

Judging  by  gains  at  plants  like  JVC  in  TUscaloosa  (where  one  division  has  twice  set  worldwide 
t  Dduction  records  over  Europe  and  ]apan)  we've  already  got  a  proven  track  record  when  it  comes 
I  job  performance. 

The  way  we  see  it,  a  workforce  this  dedicated  can  AT     A  "1^  A  1%  /T  A 

ian  the  difference  between  a  company  vWth  a  sharper  i\  I  /\  ijAV  IV/I  /\. 
mpetitive  edge  and  one  that  comes  grinding  slowly  to  a  -^  ■  ^  ^  mm^A  ml.ll mJ.  m. 
It.  Call  or  write  us  today  for  information. 

Needless  to  say,  we'll  give  your  request  our  undivided 
ention. 


The  Great  Surprise. 


Alabama  Development  Office,  State  Capitol,  Montgomery,  AL  36130.  Call  Toll  Free  1-800-248-0033. 
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Annual  Fund  Ratings/ 1  axable  Bond 

— _ 1 

Performaiice 

in                  in 
UP            DOWN 
markets 

Fund/distributor 

Total  return 

Yield 

Assets 

Maximum 
sales 
charge 

Ann 
expe 
per$ 

rtnii 

Annual 

average 

6/80  to 

6/90 

Last 

12 

months 

6/30/90 
($mil) 

%  change 
90  vs  '89 

-aitds- 

Merrill  Lynch  corporate/govt  bond  index 
Forbes  taxable  bond  fund  composite 

11.5% 
10.9% 

6.9% 
3.0% 

8.8% 
10.5% 

$1.0 

First  Boston  Income  Fund/closed-end 

— * 

1.2% 

11.4% 

$192 

-9% 

NA 

$0.9 

F 

B 

First  Investors  Fund  for  Income/First  Inv 

7.0% 

-11.0 

15.4 

982 

-42 

6.90% 

1.0. 

First  Investors  Government  Fund/First  Inv 

-* 

7.6 

8.8 

232 

-2 

6.90 

10 

First  Investors  High  Yield  Fund'/First  Inv 

-* 

-11.5 

15.2 

648 

-12 

6.90 

1.2. 

f 

First  Trust-US  Government/Brown  &  Assoc 

-* 

8.6 

8.8 

217 

-11 

4.50 

'■■■'■ 

0.8.      __ 

Flag  Inv  Total  Return  US  TreasVBrown 

-* 

4,6 

9.2 

322 

77 

4.50 

0.8i 

1 

A  + 

F 

Fort  Dearborn  Income  Securities/closed-end 

12.2 

5.8 

9.1 

103 

-3 

NA 

0.8 

1 

C 

B 

FPA  New  Income  Fund/ Angeles  Sees 

11.5 

5.6 

8.0 

35 

82 

4.50 

I'.O 

Franklin  Adjustable  US  Govt  Sees/Franklin 

-* 

10.4 

10.7 

316 

683 

4.00 

0.3. 

D 

B 

Franklin  AGE  High  Income  Fund/Franklin 

9.6 

-6.7 

16.6 

1,712 

-26 

4.00 

0.5 

C 

Franklin  Principal  Maturity  Trust/closed-end 

-• 

-2.2 

13.3 

165 

-14 

NA 

3.6( 

1 

B 

D 

Franklin  US  Government  Sees/Franklin 

10.2 

8.6 

10.1 

11,253 

-2 

4.00 

0.5; 

[ 

Franklin  Universal  Trust/closed-end 

— * 

-6.4 

14.9 

206 

-18 

NA 

5.2^ 

B 

Freedom  Inv-Govt  Income'/Freedom 

_• 

8.0 

7.9 

136 

-8 

3.00b 

13: 

B 

D 

Fund  for  US  Govt  Securities/Federated 

10.3 

7.6 

9.3 

1,048 

-2 

4.50 

0.91. 

Government  Income  Securities/Federated 

-* 

7.4 

10.2 

1,281 

-11 

1.75b 

0.9{C 

GT  Investment-Global  Govt  Inc/GT  Global 

-• 

9.3 

11.5 

201 

110 

4.75 

7-7^ 

B 

D 

John  Hancock  Bond  Trust/Hancock 

11.0 

6.7 

9.9 

1,110 

-2 

4.50 

1.31 

C 

A 

D 

John  Hancock  Income  Securities/closed-end 

11.9 

6.7 

9.6 

147 

-2 

NA 

0.71 

B 

B 

John  Hancock  Investors  Trust/closed-end 

12.2 

5.7 

9.7 

144 

-3 

NA 

0,71 

D 

John  Hancock  US  Govt  Guar  Mort/Hancock 

— * 

7.9 

8.9 

314 

-13 

4.50 

1  15 

C 

D 

B 

John  Hancock  US  Govt  Securities/Hancock 

9.6 

6.6 

9.4 

178 

-4 

4.50 

1.55 

B 

C 

Hatteras  Income  Securities/closed-end 

11.7 

4.4 

10.5 

48 

-5 

NA 

0,98 

» 

High  Income  Advantage  Trust/closed-end 

— * 

-20.4 

21.1 

181 

-33 

NA 

0,98 

High  Income  Advantage  Trust  Il/closed-end 

— * 

-16.1 

19.0 

245 

-29 

NA 

0,89 

•C 

•D 

Home  Investors  Govt  Guar  Inc/SunAmerica 

— * 

7.7 

8.0 

136 

-17 

5.00b 

192 

A 

B 

D 

LAI  Bond  Fund/IAI  Funds 

10.4 

5.3 

7.1 

89 

34 

none 

0,90 

D 

A 

C 

IDS  Bond  Fund/IDS 

11.8 

2.1 

8.8 

1,779 

-1 

5.00 

0.75 

D 

IDS  Extra  Income  Fund/IDS 

— * 

-10.4 

13,1 

982 

-26 

5.00 

0.82 

D 

IDS  Federal  Income  Fund/IDS 

— * 

8.4 

8.5 

234 

28 

5.00 

0.82 

B 

A 

D 

IDS  Selective  Fund/IDS 

11.9 

4.8 

8.1 

1,194 

7 

5.00 

0,77 

C 

IDS  Strategy-Income/IDS 

— * 

3.2 

7.4 

242 

26 

5,00b 

172 

A 

D 

INA  Investment  Securities/closed-end 

11.0 

5.1 

9.4 

84 

-4 

NA 

1,03 

A 

F 

Independence  Square  Income  Secs/closed-end 

11.3 

2.2 

9.3 

30 

-7 

NA 

0,97 

A 

C 

InterCapital  Income  Securities/closed-end 

12.0 

3.1 

11.7 

209 

-5 

NA 

0,71 

Intermediate  Bond  Fund  of  Am/American  Funds 

— • 

6.4 

9.3 

135 

43 

4,75 

0.88i 

•Fund  rated  for  rwo  periods  only;  maximum  allowable  grade  A.     'Fund  not  in  operation  for  full  period.     Expense  ratio  is  in  italics  if  the  fund  has  a  shareholder-paid  121 
plan  exceeding  0.1%  Oiidden  load)  pending  or  in  force     b:  Includes  back-end  load  that  reverts  to  .distributor,     p:  Net  of  partial  absorption  of  expenses  by  fu 
sponsor.     NA:  Not  applicable  or  not  available.     'Formerly  First  Investors  Bond  Appreciation.     "Assets  include  sister  fund  CJ  Lawrence  Total  Return.     'Formerly  Freedc 
Investment-Government  Trust. 
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irmance 

in 
DOWN 
aikets 

Fund/distributot 

Total  return 

Yield 

Assets                 \ 

Maximum 
sales 
charge 

Annual 
expenses 
per  $100 

P 
— m 

Annual 

average 

6/80  to 

6/90 

Last 

12 

months 

6/30/90 
l$mil) 

%  change 
'90  vs  '89 

1 

Merrill  Lynch  corporate/govt  bond  index 
Forbes  taxable  bond  fund  composite 

11.5% 
10.9% 

6.9% 
3.0% 

8.8% 
10.5% 

$1.06 

, 

Investment  Port-Diversified  Inc/Kemper 

i|- 

2.6% 

13.5% 

$279 

-27% 

5.00%b 

$216 

Investment  Port-GovemmentVKemper 

* 

4.7 

9.3 

5,189 

-15 

5.00b 

1.97 

Investment  Port-High  Yield/Kemper 

— 

-7.2 

13.8 

707 

-17 

5.00b 

211 

F 

A  + 

Kemper  Diversified  Income  Fund/Kemper 

9.2% 

2.0 

14.4 

238 

-28 

4,50 

0.96 

Kemper  High  Income  Trast/closed-end 

» 

-11.6 

15.8 

166 

-21 

NA 

1.93 

B 

A 

Kemper  High  Yield  Fund/Kemper 

13.0 

-3.8 

14.6 

1,454 

-9 

4.50 

0.71 

B 

C 

Kemper  Income  &  Capital  Preserv/Kemper 

10.9 

4.5 

10.4 

414 

12 

4.50 

0.66 

: 

Kemper  Intermediate  Govt/closed-end 

-* 

5.6 

11.1 

288 

-4 

NA 

0.95 

Kemper  Multi-Market  Income/closed-end 

-* 

2.1 

14.1 

196 

-11 

NA 

0.94 

C 

D 

Kemper  US  Govenunent  Secs/Kemper 

10.2 

6.5 

9.9 

4,571 

5 

4.50 

0.48 

B 

D 

Keystone  Custodian  B-1/Keystone 

10.2 

5.8 

8.5 

455 

7 

4.00b 

19^ 

C 

C 

Keystone  Custodian  B-2/Keystone 

10.4 

-0.2 

11.2 

915 

-7 

4.00b 

1  H2 

D 

A 

Keystone  Custodian  B-4/Keystone 

8.7 

-10.4 

17.4 

802 

-35 

4.00b 

19H 

Kidder,  Peabody  Government  Inc/Kidder 

-• 

7.6 

8.2 

102 

-11 

4.00 

161 

, 

CJ  Lawrence  Toul  Return  US  Treas^/Brown 

-• 

4.6 

9.2 

322 

77 

4.45 

088 

c 

D 

Lexington  GNMA  Income  Ftmd/Lexington 

9.3 

8.1 

8.7 

97 

2 

none 

1.03 

Liberty  Advantage  US  Govt  Sees/Liberty 

-♦ 

8.4 

9.5 

303 

34 

4.50 

l.lOp 

c 

A  + 

Lincoln  National  Income'/closed-end 

13.9 

4.7 

8.3 

68 

-3 

NA 

0.96 

Lomas  Mortgage  Securities  Fund/closed-end 

-• 

9.8 

10,8 

327 

-1 

NA 

1.10 

D 

A 

Lord  Abbett  Bond-Debenture/Lord  Abbett 

10.7 

0.6 

12.0 

594 

-17 

4.75 

059 

'c 

B 

Lord  Abbett  US  Govt  Sees/Lord  Abbett 

11.8 

7.2 

10.6 

1,386 

20 

4.75 

088 

Lutheran  Brotherhood  High  Yield/Lutheran 

-• 

-8.6 

14.0 

155 

4 

5.00 

1.19 

A 

C 

Lutheran  Brotherhood  Income/Lutheran 

12.7 

4,5 

9.7 

733 

-1 

5.00 

1.02 

MainStay-Government  Plus''/NYLife 

-* 

3.7 

9.7 

475 

-7 

5.00b 

/.85 

MainStay-Hi  Yield  Corp  BondVNYLife 

_• 

-8.6 

15.3 

202 

14 

5.00b 

2  12 

A 

D 

Mass  Financial  Bond  Fund/Mass  FinI 

11.3 

7.7 

9.0 

308 

-3 

7.25 

0.75 

ID 

A 

Mass  Financial  High  Inc-Series  I/Mass  FinI 

10.5 

-9.6 

16.2 

538 

-34 

7.25 

0.87 

\  D 

- 

A  + 

MassMutual  Corporate  iuvestors/closed-end 

150 

1.1 

8.6 

124 

-9 

NA 

1.39 

;  0 

A 

Merrill  Lynch  Corp-High  Income*/ML  Funds 

11.0 

4.1 

13.6 

706 

-11 

4.00 

0.68 

JB 

•D 

Merrill  Lynch  Corp-High  Quality*/ML  Funds 

— * 

6.5 

8.7 

492 

47 

4.00 

0.61 

7  C 

•C 

Merrill  Lynch  Corp-Intermed/ML  Funds 

-* 

7.4 

8.8 

88 

2 

2.00 

0.71 

j 

Merrill  Lynch  Federal  Securities/ML  Funds 

♦ 

9.3 

9.1 

2,425 

-15 

4.00 

0  74 

3 

Merrill  Lynch  Retire/Income/ML  Funds 

♦ 

8.7 

8.3 

1,647 

-5 

4.00b 

1  40 

1 

MetLife-State  Street  Govt  Inc/MetLife 

-• 

6.9 

8.5 

983 

-23 

none 

103 

1 

MetLife-State  Street  High  Income/MetLife 

-* 

-5.8 

14.9 

181 

69 

4.50 

125p 

J_ 

MFS  Government  Guar  Sees/Mass  FinI 

— * 

6.1 

8.6 

327 

-8 

4.75 

1  29 

_^  id  rated  for  two  periods  only;  maximum  allowable  grade  A.     'Fund  not  in  operation  for  full  period      #Fund  has  two  share  classes,  one  with  12b-l  fee  and  back-end  load 
^  he  other  with  front-end  load  only  Results  shown  are  for  front-loaded  shares  Assets  are  for  entire  fund.    Expense  ratio  is  in  italics  if  the  fund  has  a  shareholder-paid 
f  1  plan  exceeding  01%  (hidden  load)  pending  or  in  force     b:  Includes  back-end  load  that  reverts  to  distributor,     p:  Net  of  partial  absorption  of  expenses  b>'  fund 
;  sor.     NA:  Not  applicable  or  not  available.     'Formerly  Investment  Portfolio-Government  Plus.     ^Assets  include  sister  fund  Flag  Investors  Total  Return.     -'Formerly 
i  )In  National  Direa  Placement.     ''Formerly  MacKay-Shields  MainStay-Government  Plus.     ^Formerly  MacKay-Shields  MainStay-High  Yield  Corp  Bond. 
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Annual  Fund  Ratings/Taxable  Bond 


Performaiice 

in                   in 
UP             DOWN 
markets 

Fund/distributor 

Total 

return 

Yield 

Assets 

Maximum 
sales 
charge 

Annual 

average 

6/80  to 

6/90 

Last 

12 

months 

Annu 
expens 
per  $1 

6/30/90 
($mil) 

%  change 
'90  vs  '89 

Merrill  Lynch  corporate/govt  bond  index 
Forbes  taxable  bond  fund  composite 

11.5% 
10.9% 

6.9% 
3.0% 

8.8% 
10.5% 

$1.06 

MFS  Government  Income  Plus'/Mass  FinI 

-* 

4.3% 

7.1% 

$1,207 

-9% 

4.75% 

SI  39, 

•  ■  i 

MFS  Government  Markets  Inc/closed-end 

-* 

9,5 

9.0 

826 

-3 

NA 

imi 

MFS  Govt  Premium  Account/Mass  FinI 

- 

4.4 

7.2 

396 

100 

3.75 

1 

1.4M 

MFS  Intermediate  Income/closed-end 

—' 

9.2 

8.2 

1,715 

-3 

NA 

1.04; 

MFS  Lifetime  Govt  Inc  Plus/Mass  FinI 

-• 

4.1 

6.5 

3,437 

1 

6.00b 

195 

MFS  Lifetime  High  Income  Trust/Mass  FinI 

-* 

-11.4 

13.9 

126 

-16 

6.00b 

jy} 

MFS  Multimarket  Income  Trust/closed-end 

—• 

9.1 

11.0 

996 

-5 

NA 

1.19 

MFS  Multimarket  Total  Return/closed-end 

-' 

4.0 

9.4 

134 

-6 

NA 

1.40 

D 

•B 

Midwest  Income-Intermed  Govt/MGF 

-• 

5.3 

7.6 

38 

-14 

1.00 

lOiy 

B 

D 

Montgomery  Street  Income  Secs/closed-end 

11.0% 

5.8 

10.1 

144 

-5 

NA 

0.56 

D 

A 

Mutual  of  Omaha  America/Mutual  of  Omaha 

9.8 

6.3 

8.2 

52 

1 

4.75 

101 

A 

C 

Mutual  of  Omaha  Interest  Shates/closed-end 

11.7 

6.7 

8.9 

95 

-1 

NA 

0.85 

F 

D 

National  Bond  Fund/National  Sees 

6.3 

-14.5 

16.0 

375 

-44 

4.75 

1.01 

National  Federal  Securities/National  Sees 

-* 

6.9 

8.6 

430 

-26 

4.75 

0.8! 

C 

D 

Nationwide  Bond  Fund/Nationwide 

9.7 

6.3 

9.8 

36 

0 

7.50 

0.6 

Neuberger  &  Berman  Ltd  Mat  Bond/Neuberger 

-' 

8.2 

8.2 

117 

12 

none 

0.6 

New  America  High  Income/closed-end 

-• 

-26.8 

22.5 

230 

^7 

NA 

1.3:' 

C 

C 

New  England  Bond  Income/New  England 

10.2 

6.3 

8.2 

80 

11 

4.50 

in 

New  England  Government  Sees/New  England 

— * 

4.0 

7.9 

178 

-1 

4.50 

1  21 

C 

C 

Nicholas  Income  Fund/Nicholas 

10.1 

2.0 

11.3 

70 

-13 

none 

0.81 

C 

C 

Northeast  Investors  Trust/Northeast  Inv 

10.6 

-5.5 

15.4 

298 

-26 

none 

0.80 

D 

B 

Oppenheimer  High  Yield  Fund/Oppenheimer 

9.8 

0.8 

14.1 

651 

-25 

6.75 

0.93i 

Oppenheimer  Multi  Sector  Inc/closed-end 

— 

6.6 

10.5 

293 

-4 

NA 

1.03 

Oppenheimer  US  Government/Oppenheimer 

-' 

6.4 

9.6 

266 

15 

4.75 

1  16^ 

A 

C 

Pacific  American  Income  Shares/closed-end 

12.3 

7.2 

10.0 

100 

-3 

NA 

0.8^ 

PaineWebber  Fixed  Inc-GNMA/PaineWebber 

— * 

8.3 

8.7 

851 

-18 

4.25 

0.72 

PaineWebber  Fixed  Inc-Hi  Yld/PaineWebber 

_• 

-6.0 

15.2 

248 

-42 

4.25 

0.71 

PaineWebber  Fixed  Inc-Inv  Gr/PaineWebber 

-* 

7.3 

8.9 

243 

-14 

4.25 

0.65 

PaineWebber  Master  Income/PaineWebber 

-* 

2.2 

8.3 

173 

-23 

5.00b 

191 

Parkstone  Bond  Fimd/Winsbury 

-* 

6.9 

7.8 

316 

155 

4.50 

0.84 

-■    1 

Parkstone  Intermediate  Govt  Oblig/Winsbury 

— * 

7.0 

8.0 

100 

20 

4.50 

0.81-1 

Permanent  Port-Treasury  Bill/Permanent 

_» 

7.6 

none 

124 

173 

none 

asi 

D 

•B 

Phoenix  High  Yield  Fund/Phoenix 

— * 

^.8 

12.2 

104 

-34 

4.75 

0.90 

Pilgrim  GNMA  Fund/Pilgrim 

_» 

6.5 

9.5 

122 

-16 

4.75 

111 

D 

A 

Pilgrim  High  Yield  Trust/Pilgrim 

9.5 

-3.6 

15.0 

30 

-15 

4.75 

186 

Pilgrim  Prime  Rate  Trust^/closed-end 

-* 

10.4 

10.1 

1,130 

135 

NA 

1.46 

•Fund  rated  fur  rwo  periods  onK',  maximum  allowable  grade  A      *Fund  not  in  operation  for  full  period     Expense  ratio  is  in  italics  if  the  fund  has  a  sl.iareholder-paid  IJi 
plan  exceeding  0.1%  (hidden  load)  pending  or  in  force,     b;  Includes  back-end  load  that  reverts  to  distributor     p:  Net  of  panial  absorption  of  e.xpenses  by  fu 
sponsor.     NA:  Not  applicable  or  not  available      'Formerly  MPS  Government  Securities  High  Yield.     ^Closed-end  fund  that  acts  like  a  money  market. 

Distributor  table,  page  248.  Rules,  page  176. 
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1 

/HERE 


good  communication  supports  good 


ork,  you  can  find  Centel.  Setting  up  telephone  and  cellular 


>mmunications  equipment  for  fijndraisers.  Even  volunteering 


ne.  Because  our 


PEOPLE 


feel  that  their 


bs  end  not  when  they  u  U  l\l  l\l  L  U  I  the  very  last  phone, 


it  when  they  answer  the  very  last  call. 


©  1990  Centel  Coipoialion 


CEfTfEL 


TELEPHONE  -  CELLULAR  COMMUNICATIONS 

For  more  intormatioii.  write  Centel  Corporation,  Dept  A,  8725  Higgins  Road,  Chicago,  IL  60631 


^ 

Annual  Fund  Ratings/Taxable  Bond 

— _ ,, 

Performance 

in                  in 
UP            DOWN 
markets 

Fund/distributor 

Total 

return 

Yield 

Assets 

Maximum 
sales 
charge 

• 

Ani 
exp 
per 

C 

Annual 

average 

6/80  to 

6/90 

Last 

12 

months 

6/30/90       %  change 
($mil)         '90  vs  '89 

A 

Merrill  Lynch  corporate/govt  bond  index 
Forbes  taxable  bond  fund  composite 

11.5% 
10.9% 

6.9% 
3.0% 

8.8% 
10.5% 

$1. 

■■■ 

C 

B 

Pioneer  Bond  Fund/Pioneer 

10.4% 

6.2% 

9.0% 

$74                  15% 

4.50% 

$0.^ 

T  Rowe  Price  GNMA  Fund/Price 

-' 

8.1 

9.1 

405                  13 

none 

0. 

\T 

T  Rowe  Price  High  Yield  Fund/Price 

-* 

-7.3 

14.7 

693               ^5 

none 

0.| 

■i 

D 

B 

T  Rowe  Price  New  Income  Fund/Price 

10.2 

6.9 

8.7 

1,008                   4 

none 

0. 

ilM\ 

T  Rowe  Price  Short-Term  Bond/Price 

-• 

7.6 

8.2 

209                 -3 

none 

0.: 

kik 

Prospect  Street  High  Income  Port/closed-end 

-• 

-31.6 

24.0 

153               -22 

NA 

2.:| 

A  + 

D 

ProvidentMut  US  Govt  Fund  for  Inc/Provident 

21.7 

5.5 

7.8 

55               329 

4.50 

/.     — 

•C 

•C 

Pru-Bache  GNMA  Fund*/Pru-Bache 

-* 

6.1 

7.7 

220                 -2 

4.50 

7. 

1  ji. 

Pru-Bache  Govt  Plus*/Pru-Bache 

-* 

6.1 

7.6 

3,585                 -6 

4.50 

0-^  :^r 

•C 

•B 

Pru-Bache  Govt  Secs-Intermediate/Pru-Bache 

-* 

5.7 

8.5 

343               -20 

none 

o.j    ;•• 

D 

B 

Pru-Bache  High  Yield  Fund#/Pru-Bache 

9.,S 

-7.1 

14.0 

2,092               -27 

4.50 

O.i 

':«! 

Pru-Bache  US  Government'*/Pru-Bache 

-' 

3.5 

7.1 

179                   3 

4.50 

Oi 

Prudential  Intermediate  Income/closed-end 

— * 

5.3 

8.1 

436                 -6 

NA 

l.C 

Prudential  Strategic  Income/closed-end 

— * 

-1.8 

10.9 

521              -13 

NA 

i.( 

Putnam  Diversified  Income  Trust/Putnam 

-• 

3.9 

10.1 

126                 42 

4.75 

i:^ 

Putnam  GNMA  Plus  Trust/Putnam 

-• 

7.6 

8.3 

866               -19 

4.75 

l.C 

Putnam  High  Income  Govt/Putnam 

— * 

5.2 

8.3 

6,743               -19 

6.75 

o.s 

C 

B 

Putnam  High  Yield  Trust/Putnam 

10.8 

-6.6 

16.0 

1,739               -30 

6.75 

0.7 

Putnam  High  Yield  Trust  H/Putnam 

— * 

-9.0 

16.0 

318               -27 

6.75 

1.2 

B 

C 

Putnam  Income  Fund/Putnam 

11.6 

4.7 

10.2 

431                  13 

4.75 

0.8 

Putnam  Intermediate  Govt  Inc/closed-end 

— * 

8.5 

8.0 

557                   0 

NA 

1.0 

'   '■:» 

Putnam  Master  Income  Trust/closed-end 

— * 

1.3 

10.3 

454               -10 

NA 

1.0 

■  ■ 

Putnam  Master  Intermediate  Inc/closed-end 

— * 

-1.1 

11.1 

317               -12 

NA 

1.0 

Putnam  Premier  Income  Trust/closed-end 

-• 

1.9 

9.6 

1,150               -10 

NA 

0.9 

Putnam  US  Govt  Guaranteed  Sees/Putnam 

— * 

8.1 

9.9 

1,529                 11 

4.75 

0.6 

vr 

RAC  Income  Fund/closed-end 

— * 

10.6 

11.4 

112                   0 

NA 

1.2 

i: 

•D 

•D 

RPF  of  America-Bond  Fund/Venture 

— * 

5.2 

9.7 

58               -12 

5.00b 

2.4, 

ALLtte 

Scudder  GNMA  Fund/Scudder 

— * 

8.1 

8.7 

252                 -1 

none 

1.0 

tliecktl 

B 

C 

Scudder  Income  Fimd/Scudder 

11.0 

7.1 

8.0 

276                   5 

none 

0.9 

IW 

Scudder  Short  Term  Bond  Fund/Scudder 

N- 

9.3 

8.9 

188              NM 

none 

0.3 

■■Tt 

D 

A 

Security  Income-Corporate  Bond/Security 

10.8 

6.5 

9.6 

57                   3 

4.75 

1.0 

C 

C 

Sentinel  Bond  Fund/Equity 

10.5 

6.3 

8.8 

35                 25 

5.25 

0.8 

D 

•A 

SLH  High  Yield  Fund/Shearson 

» 

-8.0 

17.0 

280               -45 

5.00 

0.7 

■^■1 

SLH  Income-High  Income/Shearson 

— * 

-9.8 

15.4 

321               -47 

5.00b 

16. 

■■]«. 

SLH  Income-Mortgage/Shearson 

* 

7.3 

8.4 

645               880 

5.00b 

16. 

SLH  Investment-Govt  Secs/Shearson 

— * 

6.5 

8.3 

1,691               -29 

5.00b 

14i 

SLH  Investment-High  Grade/Shearson 

-• 

4.3 

8.2 

440               -13 

5.00b 

15 

•Fund  rated  for  rwo  periods  onl\-;  maximum  allowable  grade  A,     *Fund  not  in  operation  for  full  period.  '  *Fund  hxs  rwo  share  classes,  one  with  large  12b-l  fee  and  b. 
end  load  and  the  other  with  small  12b-l  fee  and  front  end  load  Results  shown  are  for  front-loaded  shares.  Assets  are  for  entire  fund.    Expense  ratio  is  in  italics  if  the  fund 
a  shareholder-paid  12b- 1  plan  exceeding  0.1%  (hidden  load)  pending  or  in  force     b.  Includes  back-end  load  that  reverts  to  distributor,     p:  Net  of  partial  absorptioi 
expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available     NM:  Not  meaningful     'Formerly  Pru-Bache  Government  Plus  II. 

Distributor  table,  page  248.  Rules,  page  176. 
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AT  YOUR  SERVICE 


SEND  FOR  FREE  INFORMATION 

ABOUT  PRODUCTS  AND  SERVICES  ADVERTISED  IN  THIS  ISSUE  OF  FORBES. 


4 


AT  YOUR  SERVICE 


Y    iH  ^\  I    Please  rush  me  information  about  the 
X    1    ^s_  J  •    advertisers  I  have  checked.  To  receive 

ALL  the  literature  available  in  a  specific  category, 

check  the  box  next  to  the  category. 


NAME 

TITLE 

COMPANY 

ADDRESS 

CITY 

STATE 

ZIP 

PHONE 

n  ANNUAL  REPORTS 


10  D  BUSINESS  TO  BUSINESS 


22  D  CONSUMER  PRODUCTS/SERVICES       43  D  FINANCIAL  SERVICES 


2,  n  ALLTEL  Corporation 

3.  □  Amencan  Re-Insurance  Co. 

4,  □  Canadian  Pacific  Ltd. 

5.  □  Fansteel* 

6  □  Phillips  Petroleum  Company 

7.  □  Tenneco  Inc. 

D  AREA  DEVELOPMENT 


9.  n  Alabama  Development  Office 


U.D 

12.  D 

13.  D 

14.  D 

15.  D 

16.  D 

17.  D 

18.  n 

19.  D 

20.  n 

21.  n 


Anacomp.  Inc. 

Bell  Atlantic 

Dale  Carnegie  &  Associates 

Cessna  Citation 

Johnson  Controls 

Mead  Paper 

Minolta  Corp. 

Navistar  International  Corp. 

NYNEX  Corporation 

Schott  Corporation 

Varco-Pruden  Buildings 


23.  D  Air  France 

44.  G  Allstate  Insurance  Company 

24.  D  ALAMO  REf(T-A-CAR.  INC.* 

45.  n  Chase  Manhattan  Bank 

25.  D  Award  Co.  of  Amenca 

46.  D  Gabelli  Value  Fund 

26.  n  BackSaver  Products 

47.  n  Mass  Mutual 

27.  n  Bally  of  Switzerland 

48.  D  Nicholas  Fund 

28.  n  Centel  Corp. 

49.  D  Numismatic  Investment  Group 

29.  D  Daewoo 

50.  □  Primary  Trend  Fund 

30.  D  DHL  WORLDWIDE  EXPRESS 

51.  □  Twentieth  Century  Investors 

31.  D  DeBeers 

52.  n  Unit  Investment  Trust 

32.  D  Delta  Dental  Plans 

53.  n  Van  Kampen  Merntt 

33.  Q  Dialog  Information  Systems 

54.  □  Zurich-American  Insurance  Group 

34.  n  Paiek  Philippe 

35.  n  Range  "over  of  N  A.,  Inc. 

36.  n  ''he  Registry  Hotel  Corporation 

37.  n  'Russell  Corporation 

38.  n  Steuben  Glass 

39.  D  Stetson  Hat  Co. 

40.  D  Waterman  Pens 

41.  n  Winecellars  U.S.A. 

42.  D  WYSE  Technology 

'  Note  Advertiser  only  honors  requests  wilhcompany  name  and  lOblille  on  card 


Must  be  received  by  December  3,  1990    September  3,  1990  Issue 


YES! 


^  AT  YOUR  SERVICE 


Please  rush  me  information  about  the 
advertisers  I  have  checked.  To  receive 
^  j  ALL  the  literature  available  in  a  specific  category, 
check  the  box  next  to  the  category. 


NAME 

TITLE 

COMPANY 

ADDRESS 

CITY 

STATE 

ZIP 

PHONE 

1  D  ANNUAL  REPORTS 


10  D  BUSINESS  TO  BUSINESS 


22  D  CONSUMER  PRODUCTS/SERVICES       43  D  FINANCIAL  SERVICES 


2.  D  ALLTEL  Corporation 

3-  n  Amencan  Re-Insurance  Co. 

4.  □  Canadian  Pacific  Ltd. 

5.  n  Fansteel* 

6.  n  Phillips  Petroleum  Company 

7.  □  Tenneco  Inc. 


D  AREA  DEVELOPMENT 


9.  □  Alabama  Development  Office 


u.n 

12.  D 
U.D 

14.  D 

15.  D 

16.  D 

17.  D 

18.  D 

19.  n 

20.  D 

21.  a 


Anacomp,  Inc. 

Bell  Atlantic 

Dale  Carnegie  i  Associates 

Cessna  Citation 

Johnson  Controls 

Mead  Paper 

Minolta  Corp. 

Navistar  International  Corp. 

NYNEX  Corporation 

Schott  Corporation 

Varco-Pruden  Buildings 


23.  D  Air  France 

44.  □  Allstate  Insurance  Company 

24.  n  ALAMO  RENT-A-CAR,  INC.* 

45.  D  Chase  Manhattan  Bank 

25.  D  Award  Co  of  Amenca 

46.  D  Gabelli  Value  Fund 

26.  D  BackSaver  Products 

47.  n  Mass  Mutual 

27.  D  Bally  of  Switzerland 

48.  n  Nicholas  Fund 

28.  □  Centel  Corp. 

49.  n  Numismatic  Investment  Group 

29  □  Daewoo 

50.  □  Primary  Trend  Fund 

30.  D  DHL  WORLDWIDE  aPRESS 

51.  □  Twentieth  Century  Investors 

31.  D  DeBeers 

52.  D  Unit  Investment  Trust 

32.  D  Delta  Dental  Plans 

53.  D  Van  Kampen  Merntt 

33.  □  Dialog  Information  Systems 

54.  □  Zunch-American  Insurance  Group 

34.  D  Patek  Philippe 

35.  G  "ange  Rover  of  N.A.,  Inc. 

36.  D  The  Registry  Hotel  Corporation 

37.  □  Russell  Corporation 

38.  n  Steuben  Glass 

39.  n  Stetson  Hat  Co 

40.  n  Waterman  Pens 

41.  n  Winecellars  U.S.A 

42.  D  WYSE  Technology 

Must  be  received  by  December  3,  1990    September  3,  1990  Issue . 


■  Note:  Advertiser  only  honors  requests  with  company  name  and  |0b  title  on  card 


^  AT  YOUR  SERVICE 


BUSINESS  REPLY  MAIL 

FIRST  CLASS  MAIL  PFlRM1TN0  131  NEW  YORK.  NY 


POSTAGE  WILL  BE  PAID  BY  ADDRESSEE 


Forbes 

Reader  Service  Center 
650  South  Clark 
Chicago,  IL  60605-9912 


NO  POSTAGE 

NECESSARY 

IF  MAILED 

IN  THE 

UNITED  STATES 
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BUSINESS  REPLY  MAIL 

FIRST  CLASS  MAIL  PERMIT  NO  131  NEW  YORK.  NY 


POSTAGE  WILL  BE  PAID  BY  ADDRESSEE 


Forbes 

Reader  Service  Center 
650  South  Clark 
Chicago,  IL  60605-9912 


NO  POSTAGE 

NECESSARY 

IF  MAILED 

IN  THE 

UNITED  STATES 
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n 

1 

^^^^^H 

^^^^ 

a 

■ 

■ 

■ 

Irformance 

1                  in 
P             DOWN 
—markets 

Fund/distributor 

Total  1 

etum 

Yield 

Assets 

Maximum 
sales 
charge 

Annual 
expenses 
per  $100 

Annual 

average 

6/80  to 

6/90 

Last 

12 

months 

6/30/90 
[$mil) 

%  change 
'90  vs  '89 

■ 

Merrill  Lynch  corporate/govt  bond  index 
Forbes  taxable  bond  fund  composite 

11.5% 
10.9% 

6.9% 
3.0% 

8.8% 
10.5% 

$1.06 

^^ 

SLH  Managed  Govemments/Shearson 

— * 

8.7% 

9.1% 

$514 

-17% 

5.00% 

$0.83 

Smith  Barney-US  Government/Smith  Barney 

— * 

8.4 

9.3 

336 

2 

4.00 

0.40 

t 

B 

State  Mutual  Securities  Trust/closed-end 

11.3% 

7.2 

10.2 

89 

-2 

NA 

0.80 

C 

D 

SteinRoe  Intermediate  Bond/Stein  Roe 

10.1 

5.4 

8.5 

161 

-2 

none 

0.74 

Strong  Advantage  Fund/Strong 

- 

6.6 

9.4 

138 

165 

none 

1.22 

Strong  Income  Fund/Strong 

-* 

-11.0 

13.8 

126 

-50 

none 

1.38 

Thomson  McKinnon-Income/Thomson 

— * 

2.8 

10.9 

394 

-37 

5.00b 

1.60 

Thomson  McKinnon-US  Govt/Thomson 

-* 

5.2 

8.9 

479 

-24 

5.00b 

1.70 

Transamerica  Government  Secs'/Transamerica 

-* 

4.8 

11.1 

841 

-25 

4.75 

1.09 

\ 

D 

Transamerica  Income  Shares/closed-end 

13.2 

7.3 

9.6 

119 

-2 

NA 

0.71 

B 

•D 

Transamerica  Inv  Quality  Bond/Ttansamerica 

-* 

4.9 

10.1 

86 

-20 

4.75 

1  IH 

D 

•A 

20th  Century  US  Govermnents/20th  Century 

_' 

5.8 

8.7 

435 

2 

none 

1.00 

UMB  Bond  Fund/Jones  &  Babson 

_* 

8.1 

7.5 

34 

19 

none 

0.88 

\ 

D 

United  Bond  Fund/Waddell 

11.6 

2.8 

9.1 

422 

14 

8.50 

0.64 

United  Government  Securities/Waddell 

— • 

6.1 

8.5 

105 

-6 

4.25 

0.78 

D 

B 

United  High  Income  Fund/Waddell 

9.0 

-13.9 

16.4 

882 

-29 

t 

0.74 

United  High  Income  Fund  Il/Waddell 

-* 

-7.6 

12.4 

278 

-14 

8.50 

0.86 

\ 

•C 

USAA  Mutual-Income  Fund/USAA 

-* 

7.8 

9.0 

418 

31 

none 

0.57 

B 

C 

USLife  Income  Fund/closed-end 

10.9 

-1.1 

10.7 

47 

-11 

NA 

1.37 

B 

•C 

Value  Line  US  Government  Sees/Value  Line 

-* 

8.2 

8.9 

257 

4 

none 

0.67 

Van  Kampen  Merritt  Intermed  Hi  Inc/closed-end 

-* 

-12.8 

18.1 

176 

-15 

NA 

1.56 

Van  Kampen  Merritt  Hi  Yield/Van  Kampen 

— * 

-10.8 

16.1 

220 

-38 

4.90 

US 

Van  Kampen  Merritt  Ltd  High  Inc/closed-end 

-' 

-12.1 

17.0 

128 

-15 

NA 

1.57 

Van  Kampen  Merritt  US  Govt/Van  Kampen 

-* 

8.7 

9.8 

3,363 

-8 

4,90 

065 

Vanguard  Bond  Market  Fund/Vanguard 

-* 

7.6 

8.9 

171 

72 

none' 

0.24 

B 

•C 

Vanguard  Fixed  Income-GNMA/Vanguard 

-* 

8.9 

9.1 

2,318 

16 

none 

0.31 

2 

B 

Vanguard  Fixed  Income-High  Yid/Vanguard 

11.3 

-1.0 

13.3 

905 

-29 

none 

0.38 

B 

C 

Vanguard  Fixed  Income-inv  Gt/Vanguard 

11.3 

6.0 

9.0 

1,082 

31 

none 

0.34 

2 

•A 

Vanguard  Fixed  Income-S-T/Vanguard 

-* 

8.4 

8.6 

668 

27 

none 

0.28 

Vanguard  Fixed  Inc-S-T  Govt/Vanguard 

* 

7.9 

8.3 

260 

46 

none 

0.28 

Vanguard  Fixed  Inc-US  Treas/Vanguard 

-* 

3.3 

8.1 

528 

71 

none 

0.28 

\ 

C 

Vanguard  Preferred  Stock  Fund/Vanguard 

11.8 

8.2 

8.9 

61 

-16 

none 

0.66 

F 

A  + 

Venture  Income  (  +  )  Plus/Venture 

8.8 

-10.1 

19.9 

29 

^5 

4.75 

/  52 

\  + 

D 

Vestaur  Securities/closed-end 

13.0 

5.2 

8.8 

88 

-4 

NA 

1.00 

WPG  Govertmient  Securities  Fund/Weiss 

-* 

7.7 

8.3 

105 

26 

none 

0.75 

Zenix  Income  Fund'/closed-end 

-' 

-13.5 

17.3 

135 

-20 

NA 

2.32 

Zweig  Series-Govt  Secs''/Zweig 

■«■ 

1.6 

8.1 

HI 

-25 

4.75 

134 

•P  d  rated  for  two  periods  only;  maximum  allowable  grade  A.     'Fund  not  in  operation  for  full  period.     tClosed  to  new  investors.     Expense  ratio  is  in  italics  if  tloe fund  has 
ireholder-paid  1 2b- 1  plan  exceeding  01%  (hidden  load)  pending  or  in  force,     h.  Includes  back-end  load  that  reverts  to  distributor.     MA:  Not  applicable  or  not 
il)le     'Formerly  Transamerica  Bond-US  Government  High  Yield.     'Annual  $10  maintenance  fee.     'Formerly  Zenith  Income  Fund.     ''Formerly  Drexel  Series- 

ji  niment  Securities. 
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Annual  Fund  Ratings 


Municipal  bond  funds 


We  rate  tax-exempt  bond  funds  over  the  five-year  period  from 
June  30,  1985  to  June  30,  1990.  Our  benchmark  is  the  Shear- 
son  Lehman  municipal  bond  index.  Each  month  in  the  period 
is  pegged  as  bearish  or  bullish,  according  to  the  performance 
of  the  Shearson  index.  For  each  rated  fund  a  composite  bull 
market  performance  is  calculated,  and  the  funds  are  awarded 


I?  ?' 


grades  on  the  curve.  Ditto  for  the  down  market  calculati 
Some  adjustment  is  made  to  compensate  one-state  municil 
bond  funds  for  their  handicap  in  buying  only  local  bonds, 
general,  a  short-term  fund  can  be  expected  to  get  an  A  or  I 
down  markets  and  a  D  or  F  in  up  markets.  The  reverse  is  t 
for  long-term  funds. 


1- 


RATIO  SCALE  (100=6/30/85) 
Q  RISING  MARKETS        Q  DECLINING  MARKETS 


The  Shearson  Lehman  municipal  bond  index, 
scaled  so  that  June  30,  1985  is  100,  is  the 
benchmark  for  municipal  bond  fund  ratings. 
Funds  are  measured  by  their  composite 
bull-  and  bear-month  performances. 


1986 


1987 


1988 


1989 


1990 


Performance 


in  m 

UP  DOWN 

— markets —  Fund/distributor 


Date 

started 


Latest  12  months 
return 
from 
total  income 

return        dividends 


Total  assets 


Maximum      Annu 

6/30/90       %  change         sales  expem 

($mil)         '90  vs  '89        charge         per  $1 


Shearson  Lehman  municipal  bond  index 
Forbes  municipal  bond  composite 


11.4% 
5.5% 


7.8% 
6.8% 


$0.71 


AARP  Insured  T-F  Inc-GenI  Bond/Scudder 


11/84 


5.2% 


6.3% 


$727 


47% 


Alliance  Muni  Income-CA/ Alliance 


12/86 


6.6 


7.1 


135 


98 


4.50% 


Alliance  Muni  Income-Ins  CA/ Alliance 


11/85 


5.1 


6.5 


57 


24 


4.50 


Alliance  Muni  Income-Ins  Natl/Alliance 


12/86 


5.5 


6.6 


116 


4.50 


Alliance  Muni  Income-Natl/Alliance 


12/86 


6.5 


7.2 


182 


62 


4.50 


Alliance  Muni  Income-NY/ Alliance 


12/86 


6.4 


7.2 


115 


97 


4.50 


Allstate  Muni  Income/closed-end 


9/87 


5.5 


7.7 


332 


NA 


Allstate  Muni  Income  Il/closed-end 


5/88 


6.4 


7.5 


283 


NA 


Allstate  Muni  Income  Oppot/closed-end 


9/88 


8.9 


199 


NA 


Allstate  Muni  Income  Oppor  Il/closed-end 


6/89 


7.6 


6.7 


192 


NA 


Allstate  Muni  Premium  Income/closed-end 


1/89 


5.9 


7.4 


368 


47 


NA 


D  American  Capital  Muni  Bond/ American  Cap 


11/76 


5.5 


7.0 


246 


4.75 


Expense  ratio  is  in  italics  if  the  fund  has  a  s/]areholcler  paid  1 2h- 1  plan  exceeding  0. 1%  (hidden  load  )pe>uiing  or  in  force,     p.  Net  of  partial  absorption  of  expenses  by  ful  ibi 
sponsor,     NA:  Not  applicable  or  not  available. 
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'Mni 


^f!^Bmmst» 

Irformaiice 

in              in 
JP         DOWN 
—markets — 

Fund/distributor 

Date 

started 

Latest  12  months 
return 
from 
total            income 
return        dividends 

Total 
6/30/90 
($mil) 

assets 
%  change 
'90  vs  '89 

Maximum 
sales 
charge 

Annual 
expenses 
per  $100 

;■ 

Shearson  Lehman  municipal  bond  index 
Forbes  municipal  bond  composite 

11.4% 
5.5% 

7.8% 
6.8% 

$0.78 

American  Capital  T-E-Hi  YId/ American  Cap 

1/86 

6.4% 

8.2% 

$225 

-A% 

4.75% 

S08Sp 

American  Funds  Tax-Ex  I-Md/ American  Funds 

8/86 

5.3 

5.9 

30 

3 

4.75 

0.98p 

American  Funds  Tax-Ex  I- Va/ American  Funds 

8/86 

5.6 

6.0 

ii 

12 

4.75 

0.98P 

American  Funds  T-E  Il-Calif/ American  Funds 

10/86 

4.6 

5.9 

83 

27 

4.75 

I  00 

AMEV  Tax-Free  Fund-Minnesota/ AMEV 

6/86 

5.3 

6.8 

26 

29 

4.50 

0.98 

Benham  Calif  Tax-Free-High  Yield/Benham 

1/87 

6.8 

7.2 

48 

62 

none 

O.Olp 

Benham  Calif  Tax-Free-Insured/Benham 

1/87 

4.5 

6.3 

58 

41 

none 

0.65 

D 

A 

Benham  Calif  Tax-Free-Intemied/Benham 

11/83 

6.6 

6.1 

189 

11 

none 

0.60 

B 

D 

Benham  Calif  Tax-Free-L-T/Benham 

11/83 

5.3 

6.7 

202 

14 

none 

0.58 

Bernstein  Diversified  Muni/Bernstein 

1/89 

5.7 

5.9 

166 

78 

none 

0.79 

Bernstein  New  York  Muni/Bernstein 

1/89 

5.4 

6.0 

146 

60 

none 

0.78 

D 

B 

California  Tax-Exempt  Bonds/National  Sees 

5/83 

5.9 

7,0 

110 

2 

4.75 

0.66 

California  Tax-Free  Income/California  Inv 

12/85 

6.6 

7.3 

86 

43 

none 

0.60p 

F 

A  + 

Calvert  Tax-Free  Reserves-Limited/Calvert 

4/81 

6.5 

6.3 

131 

-1 

2.00 

0.78 

Churchill  T-F  Fund  of  Kentucky/Aquila 

5/87 

6.7 

6.8 

50 

96 

4.00 

0.08p 

'a+ 

F 

Cigna  Municipal  Bond  Fund/Cigna  Mutual 

3/77 

5.1 

7.0 

259 

1 

5.00 

Of?) 

1 

Colonial  California  Tax-Exempt/Colonial 

6/86 

5.7 

7.0 

206 

37 

4.75 

0.70p 

i 

Colonial  High  Income  Municipal/closed-end 

2/89 

5.9 

8.5 

279 

-2 

NA 

0.90 

Colonial  Investment  Grade  Muni/closed-end 

5/89 

7.4 

8.7 

126 

-2 

NA 

0.83p 

; 

Colonial  Massachusetts  Tax-Ex/Colonial 

4/87 

5.5 

7.4 

60 

104 

4.75 

0.4'^p 

Colonial  Municipal  Income  Trust/closed-end 

3/87 

2.7 

8.8 

223 

-5 

NA 

0.87 

1 

Colonial  New  York  Tax-Exempt/Colonial 

9/86 

4.8 

6.7 

26 

5 

4.75 

1.46p 

Colonial  Ohio  Tax-Exempt  Trust/Colonial 

9/86 

5.5 

6.8 

32 

16 

4.75 

1.27p 

D 

A 

Colonial  Tax-Exempt  Fund'/Colonial 

11/78 

5.6 

7.7 

1,716 

14 

4.75 

lO.j 

Colonial  Tax-Exempt  Insured/Colonial 

12/85 

5.7 

6.7 

131 

11 

4.75 

I  II 

C 

C 

Columbia  Municipal  Bond  Fund/Coliunbia 

7/84 

5.0 

6.5 

192 

24 

none 

0.60 

D 

B 

Composite  Tax-Exempt  Bond/Murphey  Favre 

1/77 

4.9 

6.1 

106 

5 

4.00 

OHO 

A 

D 

Dean  Witter  Calif  Tax-Free  Inc/Dean  Witter 

7/84 

5.4 

5.9 

629 

27 

5.00b 

132 

B 

D 

Dean  Witter  NY  Tax-Free  Inc/Dean  Witter 

4/85 

4.0 

6.2 

153 

10 

5.00b 

137 

B 

B 

Dean  Witter  Tax-Exempt  Sees/Dean  Witter 

3/80 

5.2 

7.3 

1,026 

6 

4.00 

0.51 

C 

A 

Delaware  Group  Tax-Free-USA/Delaware 

1/84 

3.6 

7.3 

614 

20 

4.75 

0.75 

C 

B 

DMC  Tax-Free  Income  Trust-PA/Delaware 

3/77 

5.1 

7.1 

635 

-6 

4.75 

0.73 

Dreyfus  California  Municipal  Inc/closed-end 

10/88 

5.8 

6.2 

41 

0 

NA 

0.98 

D 

B 

Dreyfus  California  Tax-Ex  Bond/Dreyfus 

7/83 

5.7 

7.1 

1,512 

7 

none 

0.70 

C 

C 

Dreyfus  Insured  Tax-Ex  Bond/Dreyfus 

6/85 

5.3 

6.6 

198 

4 

none 

0  99 

D 

A 

Dreyfus  Intermediate  Tax-Ex  Bond/Dreyfus 

8/83 

6.3 

7.0 

1,119 

4 

none 

0.70p 

f(  ise  ratio  is  in  italics  iftbefuiid  has  a  sljoreholder-paid  12b-l  plan  exceeding  0.1%  (hidden  load)  pending  or  in  force     b:  Includes  back-end  load  that 
i  butor.     p:  Net  of  partial  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available     'Formerly  Colonial  Tax-Exempt-High  Yield  Fund 
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Annual  Fund  Ratings 

Performance 

in              in 
UP         DOWN 
— markets — 

Fund/distributor 

Date 

started 

Latest  12  months 
return 
from 
total           income 
return        dividends 

Total 
6/30/90 
[$mil) 

assets 
%  change 
'90  vs  '89 

Maximimi 
sales 
charge 

Annin 
expet;i 
per$,J 

Sheatson  Lehman  municipal  bond  index 
Forbes  municipal  bond  composite 

11.4% 

5.5% 

7.8% 
6.8% 

$0.; 

D 

C 

Dreyfus  Mass  Tax-Ex  Bond/Dreyfus 

6/85 

5.5% 

7.0% 

$110 

10% 

none 

$0.. 

Dreyfus  Municipal  Lncome/closed-end 

10/88 

5.6 

6.8 

178 

0 

NA 

0. 

Dreyfus  NJ  Tax-Exempt  Bond/Dreyfus 

11/87 

6.3 

6.7 

302 

36 

none 

a 

Dreyfus  NY  Insured  T-E  Bond/Dreyfus 

2/87 

4.2 

6.7 

84 

47 

none 

0. 

Dreyfus  NY  Mimicipal  Income/closed-end 

10/88 

4.9 

6.4 

33 

0 

NA 

ij 

C 

C 

Dreyfus  NY  Tax-Exempt  Bond/Dreyfus 

7/83 

5.1 

7.1 

1,690 

1 

none 

0. 

Dreyfus  NY  T-E  Intermed  Bond/Dreyfus 

6/87 

5.7 

6.7 

95 

52 

none 

a. 

Dreyfus  Strategic  Municipals/closed-end 

9/87 

6.4 

7.6 

485 

2 

NA 

0., 

C 

B 

Dreyfus  Tax-Exempt  Bond  Fund/Dreyfus 

10/76 

5.9 

7.2 

3,775 

4 

none 

0. 

Dupree-Kentucky  T-F  Income/Dupree 

7/79 

7.1 

6.8 

88 

20 

none 

0. 

Eaton  Vance  California  Munis/Eaton  Vance 

12/85 

4.7 

6.7 

279 

11 

6.00%  b 

l.\ 

Eaton  Vance  High  Yield  Munis/Eaton  Vance 

12/85 

3.3 

7.8 

1,068 

11 

6.00b 

l.i 

B 

B 

Federated  Tax-Free  Income  Fund/Federated 

10/76 

5.3 

6.8 

507 

8 

4.50 

a 

C 

C 

Fidelity  Calif  Tax-Free-High  Yield/Fidelity 

7/84 

5.5 

6.7 

522 

-2 

none 

0.1 

Fidelity  Calif  Tax-Free-Insured/Fidelity 

9/86 

4.6 

6.4 

92 

20 

none 

0.: 

Fidelity  Conn  Muni-High  Yield'/Fidelity 

10/87 

5.2 

6.4 

230 

62 

none 

0.( 

D 

B 

Fidelity  Mass  Tax-Free-High  Yield/Fidelity 

11/83 

5.9 

7.2 

713 

10 

none 

0.! 

Fidelity  NJ  Tax-Free  Hi  Yield/Fidelity 

11/88 

5.4 

6.5 

196 

48 

none 

o.< 

C 

C 

Fidelity  NY  Tax-Free-High  Yield/Fidelity 

7/84 

5.0 

6.9 

390 

0 

none 

0.( 

Fidelity  NY  Tax-Free-Insured/Fidelity 

10/85 

5.2 

6.5 

216 

15 

none 

o.< 

Fidelity  Spartan  Penn  Muni-High  Yld^/Fidelity 

8/86 

5.3 

7.0 

123 

44 

none  , 

0.; 

Fidelity  State  T-F-Michigan  High  Yld '/Fidelity 

11/85 

4.4 

6.9 

264 

29 

none 

o.< 

Fidelity  State  T-F-Minnesota  High  YldVFidelity 

11/85 

5.4 

6.7 

151 

31 

none 

0. 

Fidelity  State  T-F-Ohio  High  YldVFidelity 

11/85 

5.3 

6.8 

219 

20 

none 

o.i 

Fidelity  Tax-Free-Aggres  si ve/Fidelity 

9/85 

5.7 

7.6 

546 

3 

none§ 

0.1 

B 

C 

Fidelity  Tax-Free-High  Yield/Fidelity 

12/77 

6.0 

7.0 

1,716 

0 

none 

0.f 

Fidelity  Tax-Free-Insured/Fidelity 

11/85 

5.2 

6.5 

186 

14 

none 

0.; 

D 

B 

Fidelity  Tax-Free-Ltd  Term  Munis/Fidelity 

4/77 

5.5 

6.6 

431 

1 

none 

o.< 

B 

C 

Fidelity  Tax-Ftee-Municipal  Bond/Fidelity 

8/76 

5.6 

6.8 

1,039 

2 

none 

0.£ 

A  + 

F 

Financial  Tax-Free  Income  Shs/Financial  Prog 

8/81 

5.1 

6.6 

179 

25 

none 

0.7 

D 

A 

First  Investors  Insured  T-E/First  Inv 

8/77 

5.1 

7.2 

1,109 

7 

6.90 

l.C 

First  Investors  M-S  Ins  T-F-NJ/First  Inv 

9/88 

5.1 

6.6 

25 

170 

6.90 

o.c 

D 

B 

First  Investors  NY  Ins  Tax-Free/First  Inv 

6/84 

4.0 

6.5 

155 

12 

6.90 

1.1 

Flagship  Tax-Ex-Arizona  Double/Flagship 

11/86 

4.9 

6.6 

32 

7 

4.20 

o.i 

Flagship  Tax-Ex-Conn  Double/Flagship 

7/87 

5.0 

6.6 

76 

45 

4.20 

o.e 

Flagship  Tax-Ex-Georgia  Double/Flagship 

4/86 

4.4 

6.7 

36 

0 

4.20 

o.i 

§Distribut<)r  may  impose  rf  demption  fee  whose  proceeds  reven  to  the  fund.  Expense  ratio  is  in  italics  if  the  fund  has  a  shareholder-paid  12b  1  plan  exceeding  0.1%  (hidd 
load)  pending  or  in  force,     h.  Includes  back-end  load  that  reverts  to  distributor,     p:  Net  of  partial  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  i 
available.     'Formerly  Fidelity  Conneaicut  Tax-Free  Fund.     ^Formerly  Fidelity  Pennsylvania  Tax-Free-High  Yield  fund.    'Formerly  Fidelity  State  Tax-Free  Michigan.     '*F( 
meriy  Fidelity  State  Tax-Free  Minnesota.     ^Formerly  Fidelity  State  Tax-Free  Ohio.                                                                                                                                       1 
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Who  Covers  Business 
Insurance  From  A  to  Z? 


Zurich- American.  You  see,  we  make  it  our 
business  to  know  yours. 

It's  a  special  approach.  One  that  enables  us  to 
provide  the  right  insurance  for  your  particular  needs. 
And  to  back  it  up  with  financial  stability  you  can 
depend  on.  Stability  that  is  reflected  in  our  "A" 
rating  from  A.M.  Best  and  "AAA"  from  Standard 
and  Poor's. 

What's  more,  as  part  of  the  worldwide  Zurich 
Insurance  Group,  with  offices  and  experience  in 
over  100  countries,  we  have  the  insurance  capacity 
and  the  people  to  make  a  world  of  difference  for 
you  at  home  and  abroad. 

So  do  a  little  research  on  business  insurance. 
Ask  about  Z-A.  Zurich- American. 

ZURICH-AMERICAN 

b^        INSURANCE  GROUP 
American  Creativity.  Swiss  Dependability. 

Zurich  Insurance  Company  •American  Guarantee  and  Liability  Insurance  Company  •  Executive  Offices.  Schaumburg,  IL  60196 
A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


Annual  Fund  Ratings 


Performaiice 

in               in 
UP         DOWN 
— markets — 

Fund/distributor 

Date 
started 

Latest  12  months 
return 
from 
total           income 
return        dividends 

Total  assets 
6/30/90       %  change 
($mil)         '90  vs  '89 

Maxim  tun 
sales 
charge 

iioiie 

An         * 

expi  1   M» 
per    •!»«'- 

Shearson  Lehman  municipal  bond  index 
Forbes  municipal  bond  composite 

11.4% 

5.5% 

7.8% 
6.8% 

"7 

Flagship  Tax-Ex-Kentucky  Triple/Flagship 

5/87 

6.0% 

6.8% 

$113 

53% 

4.20% 

Sl 

A 

D 

Flagship  Tax-Ex-Mich  Triple/Flagship 

6/85 

5.4 

6.6 

106 

21 

4.20 

( 

Flagship  Tax-Ex-NC  Triple/Flagship 

4/86 

4.9 

6.4 

96 

9 

4.20 

( 

B 

C 

Flagship  Tax-Ex-Ohio  Double/Flagship 

6/85 

5.3 

6.6 

235 

17 

4.20 

( 

Flagship  Tax-Ex-Penn  Triple/Flagship 

11/86 

4.3 

6.7 

36 

1 

4.20 

( 

D 

Flagship  Tax-Ex-Tenn  Double/Flagship 

11/87 

4.8 

6.7 

75 

17 

4.20 

( 

C 

Flagship  Tax-Ex-Va  Double/Flagship 

4/86 

5.8 

6.6 

43 

12 

4.20 

( 

Franklin  Alabama  Tax-Free  Income/Franklin 

9/87 

5.6 

7.2 

31 

152 

4.00 

'  i 

r 

Franklin  Arizona  Tax-Free  Income/Franklin 

9/87 

5.9 

7.3 

273 

132 

4.00 

( 

Franklin  Calif  Insured  T-F  Income/Franklin 

9/85 

5.9 

6.6 

307 

24 

4.00 

c 

D 

A 

Franklin  Calif  Tax-Free  Income/Franklin 

2/77 

6.5 

7.4 

10,920 

13 

4.00 

( 

Franklin  Colorado  Tax-Free  Income/Franklin 

9/87 

6.2 

7.1 

48 

133 

4.00 

( 

Franklin  Conn  Tax-Free  Income/Franklin 

10/88 

5.7 

6.6 

31 

214 

4.00 

c 

C 

C 

Franklin  Federal  Tax-Free  Income/Franklin 

9/83 

5.9 

7.5 

3,995 

6 

4.00 

c 

c 

Franklin  Florida  Tax-Free  Income/Franklin 

9/87 

5.9 

7.6 

425 

307 

4.00 

c 

Franklin  High  Yield  Tax-Free  Income/Franklin 

3/86 

6.2 

8.3 

1,652 

45 

4.00 

0 

A 

D 

Franklin  Insured  Tax-Free  Income/Franklin 

4/85 

5.6 

7.2 

758 

20 

4.00 

0 

k 

C 

D 

Franklin  Mass  Insured  T-F  Income/Franklin 

4/85 

4.7 

6.7 

133 

13 

4.00 

0 

B 

D 

Franklin  Mich  Insured  T-F  Income/Franklin 

4/85 

5.5 

6.6 

458 

13 

4.00 

0 

c 

B 

D 

Franklin  Minn  Insured  T-F  Income/Franklin 

4/85 

5.8 

6.9 

252 

22 

4.00 

0 

B 

Franklin  Missouri  Tax  Free  Income/Franklin 

9/87 

6.3 

7.0 

36 

184 

4.00' 

0 

Franklin  New  Jersey  Tax-Free  Income/Franklin 

5/88 

5.5 

7.3 

146 

216 

4.00 

0 

B 

C 

B 

Franklin  New  York  Tax-Free  Income/Franklin 

9/82 

5.5 

7.3 

2,945 

4 

4.00 

0 

Franklin  NC  Tax-Free  Income/Franklin 

9/87 

6.2 

6.7 

33 

96 

4.00 

0 

B 

D 

Franklin  Ohio  Insured  T-F  Income/Franklin 

4/85 

5.6 

6.6 

235 

10 

4.00 

0 

i       B 

Franklin  Oregon  Tax-Free  Income/Franklin 

9/87 

5.1 

6.7 

90 

143 

4,00 

0 

C 

Franklin  Pennsylvania  T-F  Income/Franklin 

12/86 

5.3 

7.5 

220 

106 

4.00 

0 

f       A 

D 

B 

Franklin  PR  Tax-Free  Income/Franklin 

4/85 

5.8 

6.7 

85 

-3 

4.00 

0 

Franklin  Virginia  Tax-Free  Income/Franklin 

9/87 

6.1 

7.1 

51 

138 

4.00 

0; 

Freedom  Inv-Managed  Tax-Ex/Freedom 

4/87 

5.3 

6.8 

132 

44 

3.00b 

0. 

D 

A 

General  NY  Municipal  Bond/Dreyfus 

11/84 

6.2 

6,7 

87 

118 

none 

1. 

" 

A 

D 

General  Tax-Exempt  Bond  Fund/Dreyfus 

3/84 

6.1 

7.7 

186 

405 

none 

0. 

'       A 

A 

C 

John  Hancock  Tax-Exempt  Income/Hancock 

1/77 

5.2 

6.7 

380 

1 

4.50 

0. 

n 

D 

A 

Hawaiian  Tax-Free  Trust/ Aquila 

2/85 

5.6 

6.8 

349 

26 

4.00 

0 

'       i 

IDS  California  Tax-Exempt  Fund/IDS 

8/86 

4.9 

6.5 

142 

49 

5.00 

0. 

B 

B 

IDS  High  Yield  Tax-Exempt  Fund/IDS 

5/79 

5.3 

7.4 

4,611 

5 

5.00 

0. 

i 

Expense  ratio  is  in  italia,  if  the  fund  has  a  shareholder-paid  12h-l  plan  exceeding  0. 1%  (hidden  load)  pending  or 
distributor,     p:  Net  of  partial  absorption  of  expenses  by  fund  sponsor. 
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Ueptei^ 

fomiaiice 

1              in 
?        DOWN 
markets — 

Fund/distributor 

Date 
started 

Latest  12  months 
return 
from        _ 

total           income 
return        dividends 

Total 
6/30/90 
[$mil) 

assets 
%  change 
'90  vs  '89 

Maximum 
sales 
charge 

Annual 
expenses 
per  $100 

Shearson  Lehman  municipal  bond  index 
Forbes  municipal  bond  composite 

11.4% 
5.5% 

7.8% 
6.8% 

$0.78 

IDS  Insured  Tax-Exempt  Fund/IDS 

8/86 

5.8% 

6.4% 

$133 

68% 

5.00% 

$0,68 

IDS  Michigan  Tax-Exempt  Fund/IDS 

7/87 

4.1 

6.4 

29 

84 

5.00 

0,72 

IDS  Minnesota  Tax-Exempt  Fund/IDS 

8/86 

4.6 

6.6 

181 

49 

5,00 

0,64 

IDS  New  York  Tax-Exempt  Fund/IDS 

8/86 

5.1 

6.5 

68 

40 

5,00 

0,64 

D 

IDS  Tax-Exempt  Bond  Fund/IDS 

11/76 

10.8 

6.7 

1,061 

6 

5,00 

0,61 

!             <^ 

Inv  Trust  of  Boston-Mass  T-F/Inv  Trust 

4/84 

4.2 

6.6 

54 

1 

4,25 

I41p 

I               B 

Kemper  California  Tax-Free  Inc/Kemper 

2/83 

5.1 

6.7 

719 

37 

4,50 

0,61 

i               B 

Kemper  Municipal  Bond  Fund/Kemper 

4/76 

5.5 

7.2 

2,085 

16 

4,50 

0,48 

Kemper  Municipal  Income  Trust/closed-end 

10/88 

3.7 

7.8 

404 

-3 

NA 

0,62 

Kemper  New  York  Tax-Free  Fund/Kemper 

12/85 

5.6 

7.2 

166 

201 

4,50 

0,00p 

[ 

Kemper  Strategic  Muni  Income/closed-end 

3/89 

6.6 

7.9 

115 

-1 

NA 

0,77 

Keystone  America  Tax-Free  Inc/Keystone 

4/87 

4.9 

6.4 

153 

-9 

t 

/6_' 

Keystone  Tax-Exempt  Trust/Keystone 

10/85 

4.3 

6.7 

594 

1 

4,00b 

i.m 

C 

Keystone  Tax-Free  Fund/Keystone 

1/78 

5.6 

7.1 

871 

-5 

t 

12A 

Landmark  NY  T-F  Income/Landmark 

9/86 

4.7 

5.7 

78 

6 

none 

14-' 

Limited  Term  Municipal-Calif/Thomburg 

2/87 

6.1 

6.3 

26 

108 

2,75 

1  OOp 

A  + 

Limited  Term  Municipal-Natl/Thomburg 

9/84 

6.5 

6.8 

216 

18 

2.75 

111 

Lord  Abbett  California  T-F  Inc/Lord  Abbett 

9/85 

5.8 

6.7 

106 

7 

4,75 

0  55p 

C 

Lord  Abbett  Tax-Free-National/Lord  Abbett 

4/84 

5.8 

7.0 

322 

5 

4,75 

0.61 

B 

Lord  Abbett  Tax-Free-New  York/Lord  Abbett 

4/84 

5.3 

7.2 

182 

13 

4,75 

OXyQ 

Lord  Abbett  Tax-Free-Texas/Lord  Abbett 

1/87 

6.2 

7.1 

27 

10 

4,75 

aj7p 

B 

Lutheran  Brotherhood  Muni  Bond/Lutheran 

1/76 

5.6 

7.2 

363 

8 

5,00 

0,86 

MainStay-Tax-Free  Bond'/NYLife 

5/86 

2.9 

6.5 

132 

22 

5,00b 

14S 

Merrill  Lynch  Calif  Muni  Bond*/ML  Funds 

9/85 

5.8 

6.7 

706 

5 

4,00 

0,65 

B 

Merrill  Lynch  Muni-Hi  Yield*/ML  Funds 

11/79 

5.5 

7.3 

1,545 

0 

4,00 

0,55 

C 

Merrill  Lynch  Muni-Insured*/ML  Funds 

11/77 

5.6 

7.0 

2,428 

11 

4,00 

0,47 

A  + 

Merrill  Lynch  Muni-Ltd  Mat/ML  Funds 

11/79 

6  1 

6.2 

352 

-9 

0,75 

0,41 

Merrill  Lynch  Muni  Income*/ML  Funds 

11/86 

5.7 

6.4 

121 

-12 

2,00 

0,90 

Merrill  Lynch  NY  Muni  Bond*/ML  Funds 

11/85 

5.7 

6.8 

603 

-7 

4.00 

0,67 

MFS  Lifetime  Mngd  Muni  Bond/Mass  Finl 

12/86 

4.3 

6.0 

370 

18 

6,00b 

J. 07 

F 

MFS  Managed  California  Muni  Bond/Mass  Finl 

6/85 

5.9 

6.3 

75 

14 

4,75 

1  00 

A  + 

MFS  Managed  Hi  Yield  Muni  Bond/Mass  Finl 

2/84 

5,2 

8.7 

683 

47 

t 

1,02 

B 

MFS  Managed  M-S  Tax-Ex-Md/Mass  Finl 

11/84 

5.7 

6.4 

97 

7 

4,75 

1  18 

B 

MFS  Managed  M-S  Tax-Ex-Mass/Mass  Finl 

4/85 

5.3 

6.8 

217 

-3 

4,75 

110 

MFS  Managed  M-S  Tax-Ex-NY/Mass  Finl 

5/88 

5.1 

6.9 

28 

134 

4,75 

0  40p 

B 

MFS  Managed  M-S  Tax-Ex-NC/Mass  Finl 

11/84 

5.4 

6.5 

196 

27 

4,75 

1  12 

J  has  two  share  classes,  one  with  12b-l  fee  and  back-end  load  and  the  other  with  front-end  load  only  Results  showr 
c  xpense  ratio  is  in  italics  if  the  fund  has  a  sljareholderpaid  12h-l  plan  exceeding  01%  (hidden  load)  pending  o> 
r  ides  back-end  load  that  reverts  to  distributor^     p:  Net  of  panial  absorption  of  expenses  b\'  fund  sponsor     NA:  Not 
e    MainStay-Tax-Free  Bond. 
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1  are  for  front-loaded  shares.  Assets  are  for  entire 
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Annual  Fund  Ratings 

—  1 
1 

Performaiice 

in               in 
UP         DOWN 
— markets — 

Fund/distributor 

Date 

started 

Latest  12  months 
return 
from 
total           income 
return        dividends 

Total 
6/30/90 
($mil) 

assets 
%  change 
'90  vs  '89 

Maximum 
sales 
charge 

Ai 
exi 
pet 

/ 

Sheatson  Lehman  municipal  bond  index 
Forbes  municipal  bond  composite 

11.4% 

5.5% 

7.8% 
6.8% 

$j 

i 

D 

B 

MPS  Managed  M-S  Tax-Ex-SC/Mass  FinI 

11/84 

5.5% 

6.3% 

$65 

23% 

4.75% 

i 

MFS  Managed  M-S  Tax-Ex-Tena/Mass  FinI 

8/88 

5.7 

6.6 

64 

77 

4.75 

D 

A 

MFS  Managed  M-S  Tax-Ex- Va/ Mass  FinI 

11/84 

6.2 

6.7 

253 

13 

4.75 

D 

A 

MFS  Managed  M-S  Tax-Ex-W  Va/Mass  FinI 

10/84 

5.5 

6.6 

56 

15 

4.75 

—\ 

A 

C 

MFS  Managed  Municipal  Bond/Mass  FinI 

12/76 

4.8 

6.8 

1,396 

16 

4.75 

MFS  Municipal  Income  Trust/closed-end 

11/86 

6.1 

8.3 

334 

-1 

NA 

Muni  Bond  Funds-Califomia/Smith  Barney 

4/87 

6.1 

7.3 

84 

87 

4.00 

Muni  Bond  Fund»-NationaI/Smith  Barney 

9/86 

6.5 

7.6 

173 

43 

4.00 

Muni  Bond  Funds-New  York/Smith  Barney 

2/87 

4.9 

7.3 

31 

117 

4.00 

Municipal  High  Income  Fund/closed-end 

11/88 

5.8 

8.1 

166 

2 

NA 

MuniEnhanced  Fund/closed-end 

3/89 

3.4 

6.9 

458 

44 

NA 

MuniVest  Fund/closed-end 

9/88 

4.6 

7.5 

811 

-1 

NA 

A 

C 

Mutual  of  Omaha  T-F  Inc/Mutual  of  Omaha 

1/77 

5.8 

6.8 

358 

3 

4.75 

A 

F 

New  England  Tax-Exempt  Inc/New  England 

5/77 

5.1 

6.6 

145 

5 

4.50 

D 

F 

New  York  Muni  Fund/Fundamental 

4/81 

2.8 

6.4 

235 

-1 

none 

Nuveen  California  Muni  Income/closed-end 

4/88 

6.7 

6.8 

59 

-1 

NA 

in 

Nuveen  California  Muni  Value/closed-end 

10/87 

6.3 

6.6 

184 

0 

NA 

k 

Nuveen  California  T-F-Ins  Bond/Nuveen 

7/86 

5.0 

6.4 

51 

45 

4.75 

]}, 

Nuveen  California  T-F-Spec  Bond/Nuveen 

7/86 

6.2 

6.6 

79 

51 

4.75 

y 

Nuveen  Insured  T-F  Bond-Natl/Nuveen 

12/86 

5.7 

6.6 

132 

59 

4.75 

\ 

Nuveen  Insured  T-F  Bond-NY/Nuveen 

12/86 

5.1 

6.5 

55 

120 

4.75 

1 

C 

B 

Nuveen  Municipal  Bond  Fund/Nuveen 

11/76 

6.2 

6.8 

1,294 

18 

4.75 

A\ 

Nuveen  Municipal  Value  Fund/closed-end 

6/87 

6.3 

7.1 

1,612 

-1 

NA 

i\l\ 

Nuveen  New  York  Muni  Income/closed-end 

4/88 

5.7 

7.0 

28 

-1 

NA 

\I 

Nuveen  New  York  Muni  Value/closed-end 

10/87 

4.8 

6.7 

113 

-2 

NA 

( 

IN 

Nuveen  Performance  -1-  Muni/closed-end 

6/89 

4.7 

6.4 

1,171 

55 

NA 

( 

Nuveen  Premiiun  Income  Muni/closed-end 

7/88 

7.0 

7.4 

1,093 

0 

NA 

( 

Nuveen  Tax-Free  Bond-New  York/Nuveen 

12/86 

5.4 

6.7 

38 

69 

4.75 

( 

For 

Nuveen  Tax-Free  Bond-Ohio/Nuveen 

12/86 

6.6 

6.6 

50 

59 

4.75 

I 

Olympus  Tax-Exempt  Califomia/Furman  Selz 

9/87 

4.2 

6.9 

27 

-16 

4.25 

( 

oil 

Oppenheimer  Calif  Tax-Ex/Oppenheimer 

11/88 

6.8 

7.0 

72 

151 

4.75 

( 

ser 

D 

A 

Oppenheimer  NY  Tax-Ex/Oppenheimer 

8/84 

4.8 

6.4 

243 

34 

4.75 

( 

h 

C 

B 

Oppenheimer  Tax-Free  Bond/Oppenheimer 

10/76 

5.6 

7.0 

239 

16 

4.75 

( 

int 

Overland  Express  Calif  Tax-Free/Overland 

10/88 

6.1 

7.0 

131 

212 

4.50 

( 

D 

B 

Pacific  Horizon-Calif  T-E  Bond/Concord  FinI 

3/84 

6.0 

6.7 

104 

13 

4.50 

< 

Expense  ratio  k  in  italics  if  the  fund  has  a  shareholder-paid  12bl  plan  exceeding  0.1%  (hidden  load)  pending  or  in  force 
sponsor.     NAj  Not  applicable  or  not  available. 
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Managers 
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Investors 
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Annual  Fund  Ratings 

jj^^—- 

Performance 

in               in 
UP         DOWN 
— markets — 

Fund/distributor 

Date 
started 

Latest  12  months 
return 
from 

total           income 
return        dividends 

Total 
6/30/90 
($mil) 

assets 
%  change 
'90  vs  '89 

Maximum 
sales 
charge 

An 

exp 
per 

linn 

1 

Shearson  Lehman  municipal  bond  index 
Forbes  municipal  bond  composite 

11.4% 
5.5% 

7.8% 
6.8% 

$( 

PaineWebber  Calif  Tax-Ex  Inc/PaineWebber 

9/85 

5.9% 

6.8% 

$205 

7% 

4.25% 

$( 

B 

C 

PaineWebber  Tax-Exempt  Inc/PaineWebber 

12/84 

5.7 

7.2 

337 

4 

4.25 

Parkstone  Muni  Bond/Winsbury 

10/88 

4.6" 

5.8 

100 

47 

4.50 

Pierpont  Tax-Exempt  Bond/TBC 

10/84 

6.2 

6.6 

145 

13 

none 

Piper  laffray  Minnesota  Tax-Exempt/Piper 

7/88 

4.8 

6.6 

62 

71 

4.00 

Premier  Calif  Tax-Exempt  Bond/Dreyfus 

11/86 

7.1 

7.3 

107 

227 

4.50 

Premier  NY  Tax-Exempt  Bond/Dreyfus 

12/86 

4.9 

7.3 

27 

290 

4.50 

f 

Premier  State-Tax-Ex-Conn/Dreyfus 

5/87 

6.2 

7.2 

102 

145 

4.50 

Premier  State-Tax-Ex-Fla/Dreyfus 

5/87 

7,5 

7.4 

88 

303 

4.50 

,\- 

Premier  State-Tax-Ex-Md/Dreyfus 

5/87 

6.8 

7.2 

105 

220 

4.50 

Premier  State-Tax-Ex-Mass/Dreyfus 

5/87 

5.9 

7.5 

48 

83 

4.50 

^ 

Premier  State-Tax-Ex-Mich/Dreyfus 

5/87 

5.5 

7.4 

71 

392 

4.50 

Premier  State-Tax-Ex-Minn/Dreyfus 

5/87 

6.5 

7.4 

55 

219 

4.50 

1 

Premier  State-Tax-Ex-Ohio/Dreyfus 

5/87 

6.6 

7.4 

108 

164 

4.50 

,* 

Premier  State-Tax-Ex-Penn/Dreyfus 

7/87 

7.3 

7.5 

64 

308 

4.50 

( 

i 

Premier  Tax-Exempt  Bond/Dreyfus 

11/86 

6.9 

7.6 

124 

225 

4.50 

( 

T  Rowe  Price  Calif  Tax-Free  Inc-Bond/Price 

9/86 

4.9 

6.2 

73 

36 

none 

( 

i 

T  Rowe  Price  Md  Tax-Free  Bond/Price 

3/87 

5.3 

6.3 

233 

58 

none 

( 

T  Rowe  Price  NY  Tax-Free  Bond/Price 

8/86 

4.4 

6.4 

50 

20 

none 

C 

c 

C 

A 

T  Rowe  Price  Tax-Free  High  Yield/Price 

3/85 

6.7 

7.4 

471 

23 

none 

c 

C 

D 

T  Rowe  Price  Tax-Free  Income  Fund/Price 

10/76 

5.0 

6.6 

1,131 

3 

none 

( 

c 

F 

A 

T  Rowe  Price  T-F  Short-Intermed/Price 

12/83 

6.0 

5.8 

221 

4 

none 

c 

:\ 

ProvidentMutual  Penn  Tax-Free'/Provident 

10/86 

4.7 

5.9 

30 

6 

4.50 

1 

Pru-BacheBond-Insured*/Pru-Bache 

9/87 

5.0 

6.2 

532 

42 

4.50 

i 

C 

C 

Pru-Bache  Calif  Munic;pal*/Pru-Bache 

9/84 

4.7 

6.1 

179 

1 

4.50 

c 

C 

C 

Pru-Bache  Muni-Arizona*/Pru-Bache 

9/84 

5.7 

6.1 

61 

3 

4.50 

c 

Pru-Bache  Muni-Hi  Yield*/Pru-Bache 

9/87 

5.7 

7.6 

666 

44 

4.50 

c 

D 

C 

Pru-Bache  Muni-Maryland*/Pru-Bache 

1/85 

5.5 

6.2 

49 

5 

4.50 

1 

B 

C 

D 

Pru-Bache  Muni-Mass*/Pru-Bache 

9/84 

4.2 

6.4 

53 

1 

4.50 

0 

A 

B 

D 

Pru-Bache  Muni-Michigan*/Pru-Bache 

9/84 

4.4 

6.1 

50 

8 

4.50 

I 

i 

Pru-Bache  Muni-NJ*/Pru-Bache 

3/88 

5.8 

6.7 

178 

59 

4.50 

0 

C 

D 

Pru-Bache  Muni-New  York*/Pru-Bache 

9/84 

3.8 

6.3 

326 

-4 

none 

0 

A 

C 

D 

Pru-Bache  Muni-NC*/Pru-Bache 

2/85 

4.7 

6.2 

57 

7 

4.50 

0 

A 

C 

D 

Pru-Bache  Muni-Ohio*/Pru-Bache 

9/84 

4.9 

6.3 

91 

4 

4.50 

0 

A 

Pru-Bache  Muni-Penn*/Pru-Bache 

4/87 

5.3 

6.4 

152 

39 

4.50 

0 

B 

C 

Pru-Bache  Natl  Municipals*/Pru-Bache 

4/80 

4.4 

6.4 

951 

-6 

4.50 

0 

#Fur.d  has 
Assets  are 
absorption 

two  share  classes  one  with  large  I2b-1  fee  and  back-end  load  and  the  other  with  small  12b-l  fee  and  front-end  load^  Results  shown  are 
for  entire  fund  E\pi'>tse  ratio  is  in  italics  if  the  fund  has  a  siMreholcier-paid  12b-l  plan  exceeding  0.1%  (hiddeti  load)  pending  or  in 
of  expenses  by  fund  sponsor.     'Formerly  Sigma  Pennsylvania  Tax-Free  Trust, 
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'itm 

rformance 

lin              in 
UP         DOWN 
— markets — 

Fund/distributoi 

Date 

started 

Latest  12  months 
return 
from 

total           income 
return        dividends 

Total 
6/30/90 
($mil) 

assets 
%  change 
'90  vs  '89 

Maximum 
sales 
charge 

Annual 
expenses 
per  $100 

1 

Sheatson  Lehman  municipal  bond  index 
Forbes  municipal  bond  composite 

11.4% 
5.5% 

7.8% 
6.8% 

$0.78 

C 

B 

Putnam  California  Tax-Ex  Inc/Putnam 

4/83 

5.3% 

6.9% 

$1,782 

18% 

4.75% 

$0.52 

1 

Putnam  High  Yield  Muni/closed-end 

5/89 

6.3 

8.5 

185 

-2 

NA 

NA 

Putnam  Managed  Muni  Income/closed-end 

2/89 

5.1 

8.2 

387 

-3 

NA 

NA 

Putnam  Mass  Tax-Free  Inc/Putnam 

10/86 

4.7 

6.4 

76 

8 

2.50b 

160p 

Putnam  Michigan  Tax-Ex  Inc/Putnam 

10/86 

4.3 

6.2 

42 

12 

2.50b 

1  xp 

Putnam  Minnesota  Tax-Ex  Inc/Putnam 

10/86 

4.3 

6.4 

30 

11 

2.50b 

I  =,6p 

B 

C 

Putnam  New  York  Tax-Ex  Inc/Putnam 

9/83 

4.0 

6.9 

1,378 

11 

4.75 

0.57 

Putnam  Ohio  Tax-Exempt  Inc/Putnam 

10/86 

4.6 

6.2 

102 

7 

2.50b 

/  59/) 

A  + 

D 

Putnam  Tax-Exempt  Income/Putnam 

12/76 

4.9 

6.8 

1,344 

8 

4,75 

0.52 

Putnam  Tax-Free  Income-Hi  Yield/Putnam 

9/85 

3.9 

7.2 

641 

1 

5.00b 

/  "5 

f 

Putnam  Tax-Free  Income-Insured/Putnam 

9/85 

4.9 

5.9 

305 

5 

5.00b 

l(il 

Rochester  Fund  Municipals/Rochester 

5/86 

8.4 

7,4 

156 

1,53 

4.00 

0.90 

IB 

F 

Safeco  California  Tax-Free  Income/Safeco 

8/83 

5.7 

6.4 

50 

21 

none 

0.69 

lA 

C 

Safeco  Municipal  Bond  Fund/Safeco 

11/81 

5.9 

6.8 

304 

17 

none 

0.57 

B 

C 

Scudder  California  Tax  Free  Fund/Scudder 

7/83 

5.4 

6.3 

199 

10 

none 

0.83 

Scudder  High  Yield  Tax  Free  Fund/Scudder 

1/87 

5.3 

6.7 

121 

17 

none 

l.OOp 

B 

D 

Scudder  Managed  Muni  Bonds/Scudder 

10/76 

5.3 

6.8 

697 

4 

none 

0.62 

Scudder  Massachusettes  Tax  Free/Scudder 

6/87 

4.7 

6.7 

51 

36 

none 

0,60 

c 

C 

Scudder  New  York  Tax  Free/Scuddet 

7/83 

4.4 

6.4 

135 

5 

none 

0.89 

Scudder  Ohio  Tax  Free  Fund/Scudder 

6/87 

5.9 

6.7 

30 

94 

none 

0.50p 

c 

A 

Seligman  Calif  Tax-Ex-Hi  Yield/Seligman 

11/84 

6.5 

6.7 

50 

-9 

4.50 

0.89 

A 

D 

Seligman  Calif  Tax-Ex-Quality/Seligman 

11/84 

5.2 

6.4 

63 

4 

4.50 

0.85 

Seligman  New  Jersey  Tax-Exempt/Seligman 

2/88 

5.3 

6.4 

54 

6 

4.75 

O'^lp 

1 

Seligman  Penn  Tax-Ex-Quality/Seligman 

7/86 

5,5 

6  3 

38 

22 

4.75 

0  <>Jp 

n 

Seligman  Tax-Exempt-Colorado/Seligman 

5/86 

4.9 

6.5 

64 

1 

4.75 

0.88 

1 

Seligman  Tax-Exempt-Louisiana/Seligman 

10/85 

5.8 

6.7 

45 

4 

4.75 

0.80 

Seligman  Tax-Exempt-Maryland/Seligman 

10/85 

5.1 

6.3 

48 

0 

4.75 

0.87 

B 

D 

Seligman  Tax-Exempt-Mass/Seligman 

12/83 

4.2 

6.8 

119 

-6 

4.75 

0.79 

A 

D 

Seligman  Tax-Exempt-Michigan/Seligman 

7/84 

5.5 

6.6 

115 

2 

4.75 

0.81 

B 

D 

Seligman  Tax-Exempt-Minnesota/Seligman 

12/83 

5.6 

6.4 

161 

9 

4.75 

0.83 

Seligman  Tax-Exempt-Missouri/Seligman 

7/86 

5.7 

6,2 

53 

4 

4.75 

0.81 

A 

C 

Seligman  Tax-Exempt-National/Seligman 

12/83 

4.7 

6.7 

139 

-3 

4.75 

0.78 

A 

D 

Seligman  Tax-Exempt-New  York/Seligman 

12/83 

4.3 

6.7 

79 

4 

4.75 

0.80 

A 

D 

Seligman  Tax-Exempt-Ohio/Seligman 

12/83 

5.7 

6.7 

137 

3 

4.75 

0.79 

Seligman  Tax-Exempt-Oregon/Seligman 

10/86 

S.4 

6.2 

33 

8 

4.75 

0.71p 

Seligman  Tax-Exempt-SC/Seligman 

6/87 

5.5 

6.4 

50 

15 

4.75 

0.74p 

^  7SC  ratio  is  in  italics  if  the  fund  has  a  sljarebotder-paid  12b-l  plan  exceeding  0.1%  Ojiclden  load)  pending  or 
jj  butor.     p:  Net  of  panial  absorption  of  expenses  by  ftind  sponsor.     NA:  Not  applicable  or  not  available. 

Distributor  table,  page  248.  Rules,  page  176. 
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Annual  Fund  Ratings 

1 

IP-- 

Performance 

in              in 
UP         DOWN 
— markets — 

Fund/distributor 

Date 
started 

Latest  12  months 
return 
from 
total            income 
return        dividends 

Tota 
6/30/90 
l$mil) 

assets 
%  change 
'90  vs  '89 

Maximimi 
sales 
charge 

per» 

Shearson  Lehman  municipal  bond  index 
Forbes  municipal  bond  composite 

11.4% 

5.5% 

7.8% 
6.8% 

$0.; 

C 

B 

SLH  California  Municipals/Shearson 

4/84 

5.7% 

6.7% 

$326 

-2% 

5.00% 

$0. 

SLH  Income-Tax-Exempt  Income/Shearson 

9/85 

4.3 

6.7 

568 

4 

5.00b 

;. 

B 

B 

SLH  Managed  Municipals/Shearson 

3/81 

5.7 

7.5 

1,435 

-6 

5.00 

0, 

SLH  NJ  Municipals/Shearson 

4/88 

6.3 

6.9 

43 

27 

5.00 

0. 

C 

B 

SLH  NY  Municipals/Shearson 

1/84 

5.0 

7.1 

432 

-2 

5.00 

0. 

B 

A 

SteinRoe  High  Yield  Municipals/Stein  Roe 

3/84 

7.6 

7.2 

310 

12 

none 

0. 

A  + 

D 

SteinRoe  Managed  Municipals/Stein  Roe 

1/77 

6.2 

6.7 

584 

13 

none 

0. 

. 

B 

C 

Tax-Ex  Bond  Fund  of  America/ American  Funds 

10/79 

5.4 

6.9 

542 

24 

4.75 

0. 

t 

Tax-Free  Fund  of  Colorado/Aquila 

S/87 

6.2 

6.6 

75 

102 

4.00 

..I 

Tax-Free  Trust  of  Arizona/Aquila 

3/86 

5.7 

6.7 

121 

19 

4.00 

0. 

« 
1 

Tax-Free  Trust  of  Oregon/Aquila 

6/86 

5.2 

6.5 

138 

15 

4.00 

0! 

A  + 

D 

United  Municipal  Bond  Fund/Waddell 

11/76 

5.2 

7.2 

653 

12 

4.25 

i 

United  Municipal  High  Income/Waddell 

1/86 

7.1 

7.9 

191 

19 

4.25 

0 

i 

B 

C 

USAA  Tax-Exempt-High  Yield/USAA 

3/82 

5.8 

7.2 

1,268 

17 

none 

0 

D 

A 

USAA  Tax-Exempt-Intermediate/USAA 

3/82 

6.2 

7.0 

497 

17 

none 

0 

F 

A  + 

USAA  Tax-Exempt-Short-Term/USAA 

3/82 

5.6 

6.5 

298 

18 

none 

1 

Value  Line  New  York  Tax-Ex/Value  Line 

7/87 

4.5 

7.2 

31 

14 

none 

1 

D 

A 

Value  Line  Tax-Exempt-Hi  Yield/Value  Line 

3/84 

5.7 

7.7 

277 

0 

none 

_^l 

Van  Kampen  Merritt  Calif  Ins  T-F/Van  Kampen 

12/85 

4.5 

6.8 

49 

10 

4.90 

0. 

m 

Van  Kampen  Merritt  Calif  Muni/closed-end 

11/88 

3.6 

7.1 

48 

65 

NA 

0 

B 

C 

Van  Kampen  Merritt  Ins  T-F/Van  Kampen 

12/84 

5.2 

7.0 

648 

8 

4.90  • 

0.i 

Van  Kampen  Merritt  Muni  Inc/closed-end 

8/88 

5.4 

7.2 

4KS 

-1 

NA 

\.' 

Van  Kampen  Merritt  Penn  T-F  Inc/Van  Kampen 

5/87 

6.2 

7.3 

57 

77 

4.90 

0.. 

to  do  on 

Van  Kampen  Merritt  T-F  Hi  Inc/Van  Kampen 

6/85 

5.2 

8.5 

640 

7 

4.90 

0. 

Vanguard  California  T-F-Ins  L-T/Vanguard 

4/86 

5.6 

6.6 

324 

63 

none 

c 

people  a 
Tliaf 
lutaal 
regular 
canbea 

A  + 

D 

Vanguard  Muni  Bond-High  Yield/Vanguard 

12/78 

5.2 

7.3 

989 

15 

none 

0 

A 

C 

Vanguard  Muni  Bond-Ins  L-T/Vanguard 

9/84 

5.7 

7.1 

1,125 

23 

none 

G 

D 

B 

Vanguard  Muni  Bond-Intermed/Vanguard 

9/77 

6.7 

6.9 

1,232 

27 

none 

0 

Vanguard  Muni  Bond-Ltd  Term/Vanguard 

8/87 

7.1 

6.4 

228 

38 

none 

0 

ofauton 

A 

D 

Vanguard  Muni  Bond-Long-Term/Vanguard 

9/77 

5.7 

7.2 

696 

12 

none 

0 

itccianu 

WeV 

Guide  tf 

retireif 

F 

A  + 

Vanguard  Muni  Bond-S-T/Vanguard 

9/77 

6.5 

5.9 

723 

3 

none 

0 

Vanguard  NJ  T-F-Insured  L-T/Vanguard 

2/88 

5.5 

6.8 

190 

93 

none 

0 

Vanguard  New  York  Insured  T-F/Vanguard 

4/86 

5.1 

6.6 

214 

53 

none 

0 

iiioreyo 

Vanguard  Penn  Tax-Free-Ins  L-T/Vanguard 

4/86 

6.1 

6.8 

501 

40 

none 

0 

ourcoE 
tiiiiepla 
speDdJB 

Voyageut  Colorado  Tax-Free/Voyageur 

4/87 

5.8 

6.4 

43 

55 

3.90 

1 

D 

A 

Voyageur  Minnesota  Tax-Free/Voyageur 

2/84 

5.7 

6.7 

184 

13 

4.75 

0. 

Expeme  ratio  ts  in  ilaiia  if  the  fund  has  a  slmreholder-paid  12h-l  plan  exceeding  0.1%  (hidde?i  load)  pending  or  in  force     b: 
distributor,     p;  Net  of  partial  ab.sorpiioii  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available. 

Distributor  table,  page  248.  Rules,  page  176. 
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J 

Lg  for  retirement 
too  important 
1^  leave  to  chance. 


Will  you  be  able  to  afford  the  things  you  love 
to  do  once  you  retire?  It's  a  question  a  lot  of 
people  are  asking  today 

That's  why  we  offer  an  entire  family  of 
mutual  funds  that  make  it  easy  to  stick  with  a 
regular  investment  program.  The  initial  deposit 
can  be  as  low  as  $500.  You  also  have  the  option 
of  automatic  deposit  to  really  help  your  money 
accumulate. 

We've  put  together  a  Retirement  Planning 
Guide  that  can  help  you  calculate  your  future 
retirement  income,  and  show  you  how  much 
more  you  may  need.  For  a  free  copy  call  or  mail 
our  coupon  today.  Because  if  you  spend  a  httle 
time  planning  now,  you  can  look  forward  to 
spending  your  retirement  any  way  you  want  to. 


Real  life,  real  cinswers.' 


n 


Financial  Services 

John  Hancock  Distributors,  Inc.  Boston,  MA  02199 


FREE  RETIREMENT 
PLANNING  GUIDE 

FROM  THE  JOHN  HANCOCK 
FAMILY  OF  MUTUAL  FUNDS: 


1-800-845-3636  EXT.  122 


Yes,  I'd  like  a  free  Retirement  Planning  Guide 
and  Family  of  Mutual  Funds  Brocfnure, 


Name 


Address 


City 


State 


Zip 


L 


Phone         "  Home  _  Business 

Do  you  own  a  John  Hancock  product?    [2  Yes        ^  No 

Mail  to: 

John  Hancock  Distributors,  Inc.,  P.O.  Box  308 

Mt.  Olive,  NJ  07828. 

For  more  complete  information  about  John  Hancock  Mutual 

Funds,  including  charges  and  expenses,  send  for  a  free 

prospectus  from  John  Hancock  Distributors,  Inc.  at  the  above 

address.  Read  it  carefully  before  you  invest  or  send  money 


.J 


Stockbrokers  please  call  1-800-225-6020  for  more  informatlDn. 


Annual  Fund  Ratings 


Taxable  money  funds 


Money  market  funds  are  either  federally  taxable  or  federally 
tax-exempt.  Within  each  group,  funds  get  pretty  much  the 
same  yields  on  the  paper  they  buy,  but  their  returns  differ 
because  their  overhead  differs.  (Look  at  the  expense  column 
on  the  right.)  You  should  also  compare  the  fees  sometimes 
charged  for  such  services  as  check-writing  and  wiring  money. 
Taxable  funds  specializing  in  U.S.  government-backed  paper 


are  marked  with  a  •.  These  funds  offer  less  risk  with 
slight,  if  any,  yield  penalties.  They  may  or  may  not  be  exe 
from  state  income  taxes;  on  that  score,  read  the  articl 
page  132  and  study  the  fund's  portfolio.  The  listing  of 
exempt  money  market  funds  begins  on  page  245.  For  t 
information  on  a  fund,  contact  the  distributor  listed  aftei 
fund's  name  (see  page  248). 


iid 


m 


fidii 


Portfolio 
average 
maturity 

days         Fund/distributor 


Date 

started 


Last  12  months 

return  from 

income  dividends 


Forbes  taxable  money  fund  composite 
Forbes  tax-free  money  fund  composite 


Total  assets Minimum        Anm 

6/30/90        %  change  initial  exper 

($mil)  '90  vs  '89      investment      per  $: 


Ftinl 
lid 


■Fund 


7.9% 
5.4% 


$0.i 

$0j 


M 


60 


Active  Assets  Money  Trust/Dean  Witter 


2/8! 


8.1% 


$3,448 


16% 


JfO,5. 


Hfiil 
iDi( 
tDk 
•km; 
Ken; 
KiiHi 

^' 
•Lib 
Ijqiiii 
Miss 
•Meni 
Meni 
Meni 
iMerril 
N'alio: 
^illl 
■^alioi 
New  I 
Oppei 
fici, 


40 


Alliance  Capital  Reserves/Alliance 


7/78 


7.8 


,891 


23 


$1,000 


0/i 


56 


•Alliance  Government  Reserves/Alliance 


7/79 


7.7 


585 


12 


1,000 


0.» 


43 


Alliance  Money  Reserves/Alliance 


2/89 


7.9 


995 


77 


1,000 


09 


32 


Alex  Brown  Cash  Reserve-Prime/Brown 


8/81 


1,084 


1,500 


asi 


54        ^Capital  Preservation  Fund/Benham 


10/72 


7.6 


2,945 


13 


1,000 


0.5 


•Capital  Preservation  Fund  II/Benham 


6/80 


7.9 


650 


-2 


1,000 


0.7 


35 


•Cardinal  Government  Securities/Cardinal 


9/80 


8.0 


592 


16 


1,000 


0.7 


32 


Cash  Accumulation-NatI  MM/Thomson 


1/84 


2,289 


500 


0  7. 


13 


•Cash  Equivalent  Fund-Govt/Kemper 


12/81 


2,619 


-5 


1,000 


0.7< 


40 


Cash  Equivalent  Fund-MM/Kemper 


3/79 


7.9 


3,975 


-39 


1,000 


OS 


22 


Cash  Mgmt  Trust  of  America/American  Funds 


11/76 


8.1 


,705 


29 


2,500 


0  5- 


42 


CBA  Money  Fund/MLPF&S 


6/84 


7.9 


912 


48 


0.6. 


•CMA  Government  Securities/MLPF&S 


8/81 


7,9 


3,334 


28 


a? 


56 


CMA  Money  Fund/MLPF&S 


9/77 


8.0 


28,149 


15 


t 


0  5. 


36 


Columbia  Daily  Income  Co/Columbia 


[1/74 


7.9 


746 


17 


1,000 


0.6 


46 


Command  Money  Fund/Pru-Bache 


2/82 


2,669 


21 


t 


OS 


24 


Daily  Cash  Accumulation  Fund/Centennial 


7/78 


8.0 


4,709 


19 


500 


55 


Dean  Witter/Sears  Liquid  Asset/Dean  Wittei^ 


9/75 


11,304 


13 


5,000 


0.5. 


55 


•Dean  Witter/Sears  US  Govt  MM/Dean  Witter 


2/82 


7.6 


843 


17 


,000 


0.8. 


55 


Delaware  Group  Cash  Reserve/Delaware 


6/78 


7.9 


1,073 


1,000 


0.8 


60 


Dreyfus  Liquid  Assets/Dreyfus 


1/74 


7,695 


2,500 


0.6 


65 


•Dreyfus  MM  Instrum-Govt  Sees/Dreyfus 


5/79 


7.8 


631 


2,500 


0.71 


45 


Dreyfus  NJ  Tax  Exempt  MM/Dreyfus 


6/88 


5.8 


575 


46 


2,500 


•Specializes  in  U.S  government  paper.     Expense  ratio  is  in  italics  if  the  fund  bos  a  si)areholderpaid  IJh- 1  pUm  exceeding  0  1  %  (hidden  load)  pending  or  in  force 
integrated  financial  account,     p:  Net  of  partial  absorption  of  expen.se.s  by  fund  sponsor. 

Distributor  table,  page  248.  Rules,  page  176. 
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ilio 

Date 
started 

Last  12  months 

return  from 
income  dividends 

Total 

assets 

Minimum 

initial 
investment 

Annual 
expenses 
per  $100 

•ity 

s        Fund/distributor 

6/30/90 
l$mil) 

%  change 
'90  vs  '89 

Forbes  taxable  money  fund  composite 
Forbes  tax-free  money  fund  composite 

7.9% 
5.4% 

$0.68 
$0.64 

Dreyfus  Worldwide  Dollar  MM/Dreyfus 

2/89 

8.8% 

$7,906 

322% 

$2,500 

O.OOp 

FFB  Funds-Cash  Management/Furman  Selz 

3/86 

8.1 

513 

16 

1,000 

$0  56 

Fidelity  Cash  Reserves/Fidelity 

5/79 

8.0 

10,354 

-1 

2,500 

0.74 

Fidelity  Daily  Income  Trust/Fidelity 

5/74 

8.1 

2,890 

4 

5,000 

0.64 

Fidelity  Select-Money  Market/Fidelity 

8/85 

7.9 

539 

-33 

1,000 

0.83 

1         Fidelity  Spartan  Money  Market/Fidelity 

1/89 

8.7 

8,245 

212 

20,000 

0.09p 

•Fidelity  US  Government  Reserves/Fidelity 

11/81 

7.8 

1,456 

-3 

2,500 

0.75 

•First  Prairie  MM-Government/Dreyfus 

5/87 

7.6 

602 

89 

1,000 

0  9.^p 

Franklin  Money  Fund/Franklin 

1/76 

7.7 

1,558 

-A 

500 

0.74 

Freedom  Cash  Management/Freedom 

4/81 

7.9 

1,113 

18 

1,000 

0.80 

•Fund  for  Govt  Investors/Rushmore 

3/75 

7.6 

703 

10 

2,500 

0.72 

>        General  Money  Market  Fund/Dreyfus 

2/82 

7.9 

746 

-2 

2,500 

r>9,-{ 

1         Gradison  Cash  Reserves  Trust/Gradison 

5/76 

7.8 

648 

13 

1,000 

(1^7 

Heritage  Cash  Trust/Heritage 

11/85 

7.9 

690 

66 

2,500 

a.v,-; 

IDS  Cash  Management  Fund/IDS 

10/75 

7.8 

1,606 

15 

2,000 

0.75 

ED  Jones  Daily  Passport  Cash/Jones  &  Co 

3/80 

7.8 

2,351 

45 

1,000 

0.85 

•Kemper  Money  Market-Govt  Secs/Kemper 

11/81 

8.2 

808 

66 

1,000 

0.45 

Kemper  Money  Market-MM/Kemper 

11/74 

8.3 

7,485 

16 

1,000 

0.46 

Kidder,  Peabody  Premium  Account/Kidder 

5/82 

7.9 

1,060 

9 

t 

r/6<v 

Legg  Mason  Cash  Reserve  Trust/Legg  Mason 

9/79 

7.9 

873 

44 

1,000 

0.75 

1      •Liberty  US  Govt  Money  Market/Federated 

6/80 

7.6 

1,414 

2 

500 

1.01 

i        Liquid  Capital  Income  Trust/Carnegie 

11/74 

7.6 

1,449 

25 

1,000 

0.72 

Mass  Cash  Management-Prime/Mass  FinI 

12/75 

7.9 

637 

0 

1,000 

0.83 

•Merrill  Lynch  Government  Fund/ML  Boston 

9/77 

8,0 

1,259 

-8 

5,000 

0.46 

Merrill  Lynch  Institutional  Fund/ML  Boston 

12/74 

8.2 

1,667 

12 

25,000 

0.45 

Merrill  Lynch  Ready  Assets/ML  Funds 

2/75 

8.0 

10,315 

5 

5,000 

Ohi 

Merrill  Lynch  Retire  Reserves/ML  Funds 

4/82 

8.0 

5,376 

32 

none 

0.71 

National  Liquid  Resurves-Cash/Smith  Barney 

8/74 

8.1 

2,121 

25 

1,500 

0.51 

Natl  Liquid  Reserves-Retire/Smith  Barney 

2/86 

8.0 

876 

39 

200 

0.59 

Nationwide  Money  Market  Fund/Nationwide 

3/80 

8.0 

571 

16 

1,000 

0.74 

•          New  England  Cash  Mgmt-MM/New  England 

7/78 

8.0 

1,141 

16 

1,000 

0.71 

Oppenheimer  Money  Market/Oppenheimer 

4/74 

8.0 

958 

11 

1,000 

0.74 

J          Pacific  Horizon-Prime'/Concord  FinI 

3/84 

8.1 

1,536 

18 

1,000 

0  6.^ 

1-       •Pacific  Horizon-Treas^/Concord  FinI 

3/84 

7.9 

1,843 

48 

1,000 

0.55 

PaineWebber  Cashfund/PaineWebber 

5/78 

8.1 

5,070 

9 

5,000 

0.54 

PaineWebber  RMA-MM/PaineWebber 

10/82 

8.1 

3,766 

43 

t 

0.58 

,"  lizes  in  US.  government  paper.     Expense  ratio  is  in  italics  if  the  fund  has  a  siMreholderpaid  12h- 1  plan  exceeding  0. 1  %  flndtJen  luacDpendinfi  or  in  force     fPan  of 
pj  ;d  financial  account,     p:  Net  of  partial  absorption  of  expenses  by  fund  sponsor.     'Formerly  Pacific  Horizon-Money  Market.     "Formerly  Pacific  Horizon-Govern- 
t  Dney  Market. 

Distributor  table,  page  248.  Rules,  page  176. 

iJ   SEPTEMBERS,  1990 

243 

Annual  Fund  Ratings/Taxable  Money  Funds 


Portfolio 
average 
maturity 
days        Fund/distributor 


Date 

started 


Last  12  months 

return  from 

income  dividends 


Total  assets Minimum        Annul 

6/30/90         %  change  initial  expeni 

($mil)  '90  vs  '89      investment       per  $l| 


Forbes  taxable  money  fund  composite 
Forbes  tax-free  money  fund  composite 


7.9% 

5.4% 


$0.6ll 
$0.6  I 


53 


PaineWebber  RMA-Retirement/Paine Webber 


7/88 


7.9% 


$1,812 


3.S7o 


S0.85, 


40 


Parkstone  Prime  Obligations/Winsbury 


8/87 


8.0 


547 


31,000 


0.6,'l 


NA  Pierpont  Money  Market/TBC 


n/83 


8.2 


2,071 


25,000 


0.4; 


57 


Piper  (affray  Money  Market/Piper 


3/87 


7.8- 


1,173 


34 


250 


0.9'> 


30 


T  Rowe  Price  Prime  Reserve  Fund/Price 


3/76 


7.9 


4,650 


2,500 


68 


•Pru-Bache  Govt  Secs-MM/Pru-Bache 


1/82 


7.9 


808 


53 


1,000 


0.6: 


38 


Pru-Bache  Moneymart  Assets/Pru-Bache 


6/76 


7.9 


8,237 


20 


1,000 


0-7. 


45 


Putnam  Daily  Dividend  Trust/Putnam 


10/76 


7.9 


762 


1,000 


0.8; 
0.9 


•Reserve  Fund-Government/Resrv 


10/81 


643 


,000 


25 


Reserve  Fund-Primary /Resrv 


11/71 


7.7 


1,918 


1,000 


0  9. 

0.5 


38 


Rodney  Square  Fund-MM/Rodney 


10/82 


8.2 


627 


-4 


1,000 


51 


Scudder  Cash  Investment  Trust/Scudder 


7/76 


7.9 


1,633 


1,000 


0.6 

. 

0.7 


37 


Short-Term  Income-MM/Reich  &  Tang 


1/80 


7.9 


845 


11 


5,000 


77 


SLH  Daily  Dividend/Shearson 


6/79 


8.0 


15,693 


10 


2,500 


0.( 
0.71 


76        •SLH  Government  &  Agencies/Shearson 


10/80 


7.8 


2,832 


2,500 


43  Standby  Reserve  Fund/Cowen 


11/81 


8.0 


569 


34 


2,000 


0.. 
0.7 
0.7 
0 

i.q 

0 
0 
0.3 

0 
0 

0.; 
0.; 

0 


49 


SteinRoe  Cash  Reserves/Stein  Roe 


9/76 


7.9 


952 


1,000 


66 


Strong  Money  Market  Fund/Strong 


10/85 


8.2 


790 


,000 


1! 


52 


■Summit  Cash  Reserves  Fund/ML  Funds 


12/82 


7.9 


539 


-16 


5,000 


53 


20th  Century  Cash  Reserve/20th  Century 


3/85 


7.7 


717 


27 


55 


United  Cash  Management/Waddell 


8/79 


7.9 


566 


27 


1,000 


46 


USAA  Mutual-Money  Market/USAA 


2/81 


8.0 


927 


,000 


64        "UST  Master-Govt  Money/UST  Sees 


5/85 


8.1 


516 


158 


1,000 


19 


Value  Line  Cash  Fund/Value  Line 


4/79 


8.0 


520 


-13 


1,000 


39        •Vanguard  MM  Reserves-Federal/Vanguard 


7/81 


8.2 


1,751 


25 


3,000 


41 


Vanguard  MM  Reserves-Prime/Vanguard 


6/75 


8.4 


12,618 


33 


3,000 


41 


Vanguard  MM  Res-US  Treas/Vanguard 


3/83 


8.0 


860 


209 


3,000 


40 


Vantage  Money  Market-Cash/Smith  Barney 


10/82 


8.0 


,184 


26 


42 


Webster  Cash  Reserve  Fund/Kidder 


8/79 


7.9 


2,073 


12 


1,500 


•Specializes  in  U.S.  government  paper.    Expeizse  ratio  is  in  italics  if  the  fund  has  a  shareholder-paid  12b- 1  plan  exceeding  0.1%  (hidden  load)  pending  or  in  force 
integrated  financial  account,     p:  Net  of  panial  absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available. 
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fern 


ORBES,  SEPTEMBER  3, 


'ax-free  money  funds 


s  table  lists  funds  that  buy  short-term  federally  tax-ex- 
it paper,  such  as  tax  anticipation  notes  issued  by  states 
cities.  The  drawback  to  tax-exempt  money  markets  is 
almost  all  of  the  advantage  you  gain  by  avoiding  taxes 
lose  by  getting  a  lower  return  on  your  money — about  one- 


third  lower,  on  average.  Portfolios  invested  entirely  in  one 
state,  so-called  double-tax-free  funds,  are  usually  exempt 
from  that  state's  income  tax.  To  appear  on  this  table  a  fund 
must  have  either  $100  million  in  assets  or  $25  million  in 
assets  and  a  one-state  portfolio. 


tfolio 
erage 
turity 
iays        Fund/distributor 

Date 
started 

Last  12  months 

return  from 
income  dividends 

Total 

assets 

Minimum 

initial 
investment 

Annual 
expenses 
per  $100 

6/30/90 
($mil) 

%  change 

'90  vs  '89 

Forbes  taxable  money  fund  composite 
Forbes  tax-free  money  fund  composite 

7.9% 
5.4% 

$0.68 
$0.64 

40          Active  Assets  Tax-Free  Trust/Dean  Witter 

7/81 

5.4% 

$1,175 

77o 

t 

SO  5^ 

J8          Alliance  Tax-Exempt  Res-Calif/ Alliance 

6/88 

5.0 

104 

-57 

$1,000 

1.00 

>3          Alliance  Tax-Exempt  Res-General/Alliance 

1/83 

5.5 

799 

15 

1,000 

o.v 

i8          Alliance  Tax  Exempt  Res-NY/ Alliance 

10/86 

5.1 

63 

49 

1,000 

OSOp 

liO          Benham  Calif  Tax-Free-MM/Benham 

11/83 

5.2 

458 

-5 

1,000 

0.56 

i.3          Boston  Co  T-F  Muni-Mass  Money/Boston  Co 

7/83 

5  6 

158 

19 

1,000 

0(^^ 

j4           California  Daily  Tax-Free  Inc/Reich  &  Tang 

2/87 

5.2 

110 

26 

5,000 

0  (>Jp 

■■6           California  Tax-Free  MM/California  Inv 

12/85 

5.7 

78 

-6 

10,000 

0.25p 

s3           Calvert  Tax-Free  Reserves-MM/Calvert 

4/81 

6.0 

932 

17 

2,000 

0.63 

'8           Carnegie  Tax-Free  Income  Trust/Carnegie 

8/82 

5.2 

217 

-2 

1,000 

0.62 

2           Cash  Accumulation-NatI  T-E/Thomson 

11/84 

5.7 

218 

-17 

500 

0  (><) 

'6           Cash  Equivalent  Fund-T-E  MM/Kemper 

7/82 

5.5 

1,178 

^4 

1,000 

0(xi 

1           Centennial  Tax-Exempt  Trust/Centennial 

9/81 

5.4 

579 

19 

500 

0.79 

0           CMA  Calif  Tax  Exempt/MLPF&S 

7/88 

5.2 

1,017 

,    17 

t 

0.6Sp 

1           CMA  New  York  Tax  Exempt/MLPF&S 

7/88 

5.1 

479 

41 

t 

0  7  Ip 

9           CMA  Tax-Exempt  Fund/MLPF&S 

1/81 

5.6 

7,876 

13 

t 

O'^-J 

■7           Command  Tax-Free  Fund/Pru-Bache 

2/82 

5.5 

714 

17 

t 

0  70 

5           Connecticut  Daily  Tax-Free  Inc/Reich  &  Tang 

5/85 

5.2 

213 

-7 

5,000 

0  7« 

( 

'6          Counsellors  New  York  Tax-Ex/Counsellors 

4/85 

5.2 

72 

51 

1,000 

0.50p 

8           Daily  Tax-Free  Income  Fund/Reich  &  Tang 

11/82 

5.5 

725 

0 

5,000 

0  ^6 

A          Dean  Witter  Calif  T-F  Daily  Inc/Dean  Witter 

7/88 

5.1 

364 

6 

5,000 

OOti 

i          Dean  Witter/Sears  T-F  Daily  Inc/Dean  Witter 

2/81 

5.4 

905 

-1 

5,000 

Obi 

i           Dreyfus  California  Tax-Ex  MM/Dreyfus 

1/86 

5.3 

381 

10 

2,500 

0.60 

'           Dreyfus  New  York  Tax-Ex  MM/Dreyfus 

6/87 

5.2 

528 

17 

2,500 

0.65p 

)           Dreyfus  Tax-Exempt  MM/Dreyfus 

8/80 

5.5 

2,060 

-5 

2,500 

0.58 

'          Empire  Tax-Free  Money  Market/Reich  &  Tang 

5/84 

5.2 

196 

4 

5,000 

0.77p 

!           Evergreen  Tax  Exempt  MM/Lieber 

11/88 

6.1 

288 

175 

2,000 

0.29p 

'          Evergreen  Tax  Exempt  MM-Calif/Lieber 

11/88 

5.6 

36 

29 

2,000 

0.27p 

>          Federated  Tax-Free  Trust/Federated 

3/79 

5.6 

1,913 

-13 

25,000 

0.46p 

ise  ratio  is  in  italics  if  the  fund  has  a  slyarebolder-paiit  12b-l  plan  exceeding  0  1% 
,1  absorption  of  expenses  b\-  fund  sponsor. 
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Annual  Fund  Ratings/Tax-Free  Money  Fund 

s 

z 

Portfolio 

average 

maturity 

days 

Fund/distributor 

Date 

started 

Last  12  months 

return  from 
income  dividends 

Total 

assets 

Minimum 

initial 
investment 

Anni 
expen 
per$ 

Kl» 

6/30/90 
($mil) 

%  change 
'90  vs  '89 

!'■      ''• 

Forbes  taxable  money  fund  composite 
Forbes  tax-free  money  fund  composite 

7.9% 
5.4% 

$0.J 

$0.J^ 

54 

FFB  Funds-Tax-Free  MM/Furman  Selz 

9/86 

5.4% 

$125 

-6% 

$1,000 

$0  6 

<    Pn 

46 

Fidelity  Calif  Tax-Free-MM/Fidelity 

7/84 

5.2 

582 

-21 

5,000 

0.6 

.  Pll 

31 

Fidelity  Mass  Tax-Free-MM/Fidelity 

11/83 

5.3 

743 

15 

5,000 

0.6 

f  Pi 

38 

Fidelity  New  Jersey  Tax-Free-MM/Fidelity 

3/88 

5.8" 

483 

56 

5,000 

0.2 

1    Pk 

50 

Fidelity  NY  Tax-Free-MM/Fidelity 

7/84 

5.1 

581 

-9 

5,000 

0.6 

■    Fip 

38 

Fidelity  Spartan  Penn  Muni-MM'/Fidelity 

8/86 

5.9 

240 

58 

25,000 

0.1 

1     I 

38 

Fidelity  Tax-Exempt-MM/Fidelity 

1/80 

5.6 

2,705 

-4 

5,000 

0.4 

)    T 

37 

First  Prairie  T-E  Money  Market/Dreyfus 

2/86 

5.5 

144 

14 

1,000 

0  9 

!      11 

23 

Flag  Inv  T-F  Cash  Reserve  Shs/Brown 

4/83 

5.6 

296 

34 

1,500 

0  4 

1     Pni 

29 

Franklin  Calif  Tax-Exempt  Money /Franklin 

9/8, S 

5.5 

1,041 

30 

500 

0.5 

i     Pni 

53 

Franklin  New  York  Tax-Ex  Money/Franklin 

1/86 

5.4 

94 

60 

500 

0.5 

(     Pll 

55 

Franklin  Tax-Exempt  Money  Fund/Franklin 

2/82 

5.7 

223 

23 

500 

0.7 

)     Pu 

35 

Freedom  Tax-Exempt  Money/Freedom 

12/82 

5.3 

237 

17 

1,000 

O.iSf     Pii 

14 

General  Calif  Muni  MM/Dreyfus 

3/87 

5.8 

245 

239 

2,500 

0.7 

1     to 

55 

General  NY  Muni  MM/Dreyfus 

12/86 

5.5 

323 

364 

2,500 

0.7 

!     Res 

37 

General  Tax-Exempt  MM/Dreyfus 

12/83 

5.5 

363 

5 

2,500 

0.6  1     Dei 

51 

HT  Insight-Tax-Free  MM  Fund/TBC 

2/88 

5.4 

121 

16 

1,000 

0  4. 

1     U 

70 

IDS  Tax-Free  Money  Fund/IDS 

8/80 

5.3 

129 

17 

2,000 

0.6 

1       SCB 

37 

Kemper  MM-Tax-Ex/Kemper 

9/87 

5.7 

676 

37 

1,000 

0.4 

i     kii 

30 

Kidder,  Peabody  Calif  T-E  MM/Kidder 

8/87 

5.1 

246 

21 

1,500 

0  6'-     Sen 

57 

Kidder,  Peabody  Tax-Exempt  MM/Kidder 

7/83 

5.5 

749 

8 

1,500 

0.6 

1     So 

49 

Landmark  NY  T-F  Reserves/Landmark 

1/85 

5.2 

562 

60 

1,000. 

0  6 

'    su 

52 

Landmark  Tax-Free  Reserves/Landmark 

1/84 

5.5 

144 

13 

1,000 

0.6 

1    su 

23 

Legg  Mason  Tax-Exempt  Trust/Legg  Mason 

7/83 

5.3 

161 

11 

1,000 

0.7 

1     Sli 

22 

Michigan  Daily  Tax-Free  Inc/Reich  &  Tang 

3/87 

5.9 

88 

85 

5,000 

0.2 

'     Sie 

93 

Midwest  Group  T-F-Ohio  MM/MGF 

9/87 

5.5 

124 

58 

1,000 

0.7 

'     Siro 

43 

Neuberger  &  Herman  Muni  MM/Neuberger 

12/84 

5.5 

161 

-A 

2,000 

0.6 

'     T« 

22 

Nuveen  California  Tax-Free-MM/Nuveen 

3/86 

5.4 

453 

25 

5,000 

0.5. 

Tat 

48 

Nuveen  Tax-Exempt  MM/Nuveen 

4/81 

5.8 

1,815 

5 

25,000 

0.4 

I« 

46 

Nuveen  Tax-Free  MM-Mass/Nuveen 

12/86 

5.6 

62 

52 

5,000 

0.5. 

'     US/I 

39 

Nuveen  Tax-Free  MM-New  York/Nuveen 

12/86 

5.3 

41 

31 

5,000 

0  5 

USI 

31 

Nuveen  Tax-Free  Reserves/Nuveen 

11/82 

5.6 

392 

4 

1,000 

0.7\ 

Van 

S4 

AT  Ohio  Tax-Free  Money  Fund/Federated 

7/85 

5.4 

286 

16 

25,000 

0.6i 

Van 

41 

Overland  Express  Tax  Free  MM/Overland 

4/88 

5.3 

283 

28 

1,000 

0.61 

Van 

77 

PaineWebber  RMA-CA  Muni  Money/PaineWebber 

11/88 

5,1 

254 

42 

t 

0.6 

^la. 

Expense  ratio  is  in  italics  tj  the  fund  bos  a  siMrehokier-paid  12b- 1  plan  exceeding  0. 1%  Oiidden  looii)  pending 
panial  absorption  of  expenses  b\-  fund  sponsor.     'Formerly  Fidelit>'  Penns\'Ivania  Tax-Free  Money  Market. 
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■^'i'TElH 

folio 
rage 
urity 
ys        Fund/distributor 

Date 
started 

Last  12  months 

return  from 
income  dividends 

Total 

assets 

Minimum 

initial 
investment 

Annual 
expenses 
pet  $100 

6/30/90 
l$mil) 

%  change 
'90  vs  '89 

Forbes  taxable  money  fund  composite 
Forbes  tax-free  money  fund  composite 

7.9% 
5.4% 

$0.68 
$0.64 

8          PaineWebber  RMA-NY  Muni  Money/PaineWebber 

11/88 

5.2% 

$95 

79% 

t 

S0J7p 

4          PaineWebber  RMA-Tax-Fiee/PaineWebber 

10/82 

5.3 

1,098 

20 

t 

0.67 

6          Parkstone  Tax-Free/Winsbury 

7/87 

5.6 

142 

18 

$1,000 

0.63p 

V          Pierpont  Tax-Exempt  MM/TBC 

9/83 

5.6 

897 

17 

25,000 

0.56 

7          Piper  Jaffray  Tax-Exempt  MM/Piper 

7/88 

5.5 

109 

36 

250 

0,97 

1          T  Rowe  Price  Calif  T-F  Inc-Money/Price 

9/86 

4.9 

84 

-1 

2,500 

0.78 

D          T  Rowe  Price  New  York  T-F  Money/Price 

8/86 

4.9 

50 

7 

2,500 

0.80p 

i          T  Rowe  Price  Tax-Exempt  Money/Price 

4/81 

5.4 

980 

-11 

2,500 

0.59 

i           Pru-Bache  Muni-New  York  MM/Pru-Bache 

4/85 

4.6 

210 

22 

1,000 

0^5 

5           Pru-Bache  Tax-Free  Money  Fund/Pru-Bache 

8/79 

5.4 

690 

4 

1,000 

a  ^5 

j           Putnam  California  Tax-Ex  MM/Putnam 

10/87 

5.4 

75 

10 

1,000 

(>.6<)p 

■)           Putnam  New  York  Tax-Ex  MM/Putnam 

10/87 

5.1 

66 

50 

1,000 

<).(rp 

i          Putnam  Tax-Exempt  MM/Putnam 

10/87 

5.6 

101 

20 

1,000 

069/) 

1           Reserve  New  York  Tax-Ex-NY/Resrv 

11/83 

5.0 

107 

11 

1,000 

0,95 

Reserve  Tax-Exempt-Connecticut/Resrv 

5/85 

5.1 

309 

25 

1,000 

O.HOp 

Reserve  Tax-Exempt-Interstate/Resrv 

11/83 

5.4 

346 

5 

1,000 

0  99 

{           Rodney  Square  Tax-Exempt/Rodney 

2/86 

5.5 

220 

-20 

1,000 

0,57 

1           Scudder  California  Tax-Free  Money/Scudder 

6/87 

5.0 

61 

-6 

1,000 

0.75 

|.           Scudder  Fund-Managed  Tax-Free/Scudder 

10/82 

5.4 

130 

34 

2,500 

0  -'(i 

Scudder  NY  Tax-Free  Money  Fund/Scudder 

6/87 

5,0 

36 

-7 

1,000 

0.60p 

Scudder  Tax-Free  Money  Fund/Scudder 

1/80 

5.4 

272 

-15 

1,000 

0.72 

SLH  Calif  Daily  Tax-Free/Shearson 

11/85 

5.3 

684 

20 

2,500 

0.58 

SLH  Daily  Tax-Free  Dividend/Shearson 

10/82 

5.6 

2,858 

-1 

2,500 

0.63 

SLH  NY  Daily  Tax-Free/Shearson 

11/85 

5.2 

450 

21 

2,500 

0.59 

SteinRoe  Tax-Exempt  Money/Stein  Roe 

3/83 

5.4 

256 

1 

1,000 

0.67 

Strong  Tax-Free  Money  Market/Strong 

10/86 

5,8 

109 

43 

2,500 

0.90 

Tax-Exempt  California  MM/Kemper 

6/87 

5.1 

235 

6 

1,000 

06.^ 

Tax-Free  Instruments  Trust/Federated 

12/82 

5.6 

1,143 

-18 

500 

0.55p 

Tax-Free  Money  Fund/Smith  Barney 

4/81 

5.5 

1,191 

11 

7,500 

0.53 

USAA  Tax-Exempt  Fund-MM/USAA 

2/84 

6.0 

1 ,069 

43 

3,000 

0.42 

f             UST  Master  Tax-Exempt-S-T/UST  Sees 

5/85 

5.6 

537 

9 

1,000 

0.55 

Vanguard  California  T-F-MM/Vanguard 

6/87 

5-4 

639 

51 

3,000 

0.22 

(             Vanguard  Muni  Bond-MM/Vanguard 

6/80 

5.8 

2,386 

21 

3,000 

0.27 

J             Vanguard  Nf  Tax-Free-MM/Vanguard 

2/88 

5.9 

381 

85 

3,000 

0.22 

1             Vanguard  Penn  Tax-Free-MM/Vanguard 

6/88 

5.9 

618 

85 

3,000 

0.22 

0  -.e  ratio  is  in  italics  if  the  fund  has  a  sljarebolcier-paicl  1 2b- 1  plan  exceeding  0. 1%  Omtden  loaiDpetulmg, 
•    absorption  of  expenses  by  fund  sponsor.     NA:  Not  applicable  or  not  available. 

Distributor  table,  page  248.  Rules,  page 

i 
1 

or  in  force      tPart 

176. 

of  integrated  financial  account 

p:  Net  of 
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Fund  distributors 


The  firms  that  market  mutual  funds  are  listed  below.  A 
fund  without  a  distributor  is  listed  under  the  name  of  the 
fund  itself.  Contact  the  distributor  to  get  the  prospectus, 
the  most  recent  shareholder  report  and  additional  informa- 


tion. Your  stockbroker  may  have  literature  on  funds  wit! 
sales  loads.  Closed-end  funds  trade  like  stocks  and  do  no 
have  distributors.  The  key  below  lists  fund  types.  Page  17i 
describes  our  selection  process  and  methods. 


Distributor                                   Type  of  fund 

AAL  Mutual  Funds 

222  West  College  Avenue 

Appleton,  WI  549190007 

14141  734-7633  (local);  j800|  553-6319 

AAL  Capital  Growth  Fund 

ST 

AAL  Income  Fund 

BD 

ABT  Financial  Services 

205  Royal  Palm  Way 

Palm  Beach,  FL  33480 

(800)  289-2281 

ABT  Growth  &  Income  Trust 

ST 

ABT  Invest-Emerging  Growth 

ST 

ABT  Invest-Security  Income 

ST 

ABT  Utility  Income  Fund 

ST 

Accrued  Equities 

295  Northern  Boulevard 

Great  Neck,  NY  11021 

(516I466-0808* 

New  Alternatives  Fund 

ST 

Acorn  Fund 

2  North  LaSalle  Street 

Suite  500 

Chicago,  IL  60602-3790 

(312)  621-0630*  (local);  (800)  922-6769 

Acorn  Fund 

ST 

Adtek  Fund 

4920  West  Vliet  Street 

Milwaukee,  Wl  53208 

(414)257-1842 

Adtek  Fund 

BA 

Advest  Group 

280  Trumbull  Street 

Hartford,  CT  06103 

(800)  842-3807  (local);  (800)  243-8115 

Advantage  Government  Securities 

BD 

Advantage  Growth  Fund 

ST 

Advantage  Income  Fund 

BA 

AFA  Distributors 

50  Broad  Street 

New  York,  NY  10004 

(212)  482-8100* 

National  Aviation  &  Technology 

ST 

National  Telecom  &  Technology 

ST 

ST  Stock  fund 

BA  Balanced  fund 

FO  Foreign  fund 

BD  Bond  &  preferred  fund 

MU  Municipal  bond  fund 

MM  Money  market  fund 


•Will  accept  collect  calls. 


Distributor                                    Type  of  fund 

Afuture  Fund 

617  Willowbrook  Lane 

West  Chester,  PA  19382 

(800)  523-7594 

Afuture  Fund 

ST 

AIM  Distributors 

1 1  Greenway  Plaza 

Suite  1919 

Houston,  TX  77046 

(800)347-1919 

Aim  Convertible  Securities 

BA 

Aim  Equity-Charter  Fund 

ST 

Aim  Equity-Constellation  Fund 

ST 

Aim  Equity-Weingarten  Equity  Fund 

ST 

Aim  High  Yield  Securities 

BD 

Aim  Summit  Fund 

ST 

Fred  Alger  &  Co 

75  Maiden  Lane 

New  York,  NY  10038 

(800)  992-3863 

Alger  Fund-Growth 

ST 

Alger  Fund-Small  Capitalization 

ST 

Alliance  Fund  Services 

500  Plaza  Drive 

Secaucus,  NJ  07094 

(201)  319-4000*  (local);  (800)  221-5672 

Alliance  Balanced  Shares 

BA 

Alliance  Bond-High  Yield 

BD 

Alliance  Bond-Monthly  Income  Shs 

BD 

Alliance  Bond-US  Government 

BD 

Alliance  Capital  Reserves 

MM 

Alliance  Convertible  Fund 

BA 

Alliance  Counterpoint  Fund 

ST 

Alliance  Fund 

ST 

Alliance  Global-Canadian  Fund 

FO 

Alliance  Government  Reserves 

MM 

Alliance  Growth  &  Income 

ST 

Alliance  International  Fund 

FO 

Alliance  Money  Reserves 

MM 

Alliance  Mortgage  Securities  Income 

BD 

Alliance  Muni  Income-Calif 

MU 

Alliance  Muni  Income-Ins  Calif 

MU 

Alliance  Muni  Income-Ins  Natl 

MU 

Alliance  Muni  Income-National 

MU 

Alliance  Muni  Income-NY 

MU 

Alliance  Quasar  Fund 

ST 

Alliance  S-T  Multi-Market  Trust 

FO 

Alliance  Tax-Exempt  Res-Calif 

MM 

Alliance  Tax-Exempt  Res-General 

MM 

Alliance  Tax  Exempt  Res-New  York 

MM 

Alliance  Technology  Fund 

ST 

Surveyor  Fund 

ST 

AMA  Advisers 

PO  Box  1 11 1 

Blue  Bell,  PA  19422 

(215)  825-0400*  (local);  (800)  523-0864  . 

AMA  Family  of  Funds-Classic  Growth 

ST 

AMA  Family  of  Funds-Global  Growth 

FO 

AMA  Family  of  Funds-Growth  +  Inc 

ST 

AMA  Family  of  Funds-US  Govt  Inc  + 

BD 

Distributor 


Type  of  fund 


American  Capital  Marketing 

2800  Post  Oak  Boulevard 
Houston,  TX  77056 
(800)421-5666 


American  Capital 
American  Capital 
American  Capital 
American  Capital 
American  Capital 
American  Capital 
American  Capital 
American  Capital 
American  Capital 
American  Capital 
American  Capital 
Fund  of  America 


Comstock  Fund 
Corp  Bond  Fund 
Enterprise  Fund 
Equity  Income 
Government  Sees 
Harbor  Fund 
High  Yield  Inv 
Muni  Bond  Fund 
Pace  Fund 
Tax-Ex-Hi  YId 
Venture  Fund 


American  Funds  Group 

135  South  State  College  Boulevard 

Brea,  CA  92621 

(714)  671-7000*  (local);  (800)  421-9900 


Amcap  Fund 

American  Balanced  Fund 

American  Income-US  Govt  Guar 

American  Funds  Tax-Exempt  I-Md 

American  Funds  Tax-Exempt  I-Va 

American  Funds  Tax-Exempt  Il-Calif 

American  High-Income  Trust 

American  Mutual  Fund 

Bond  Fund  of  America 

Capital  Income  Builder  , 

Capital  World  Bond  Fund 

Cash  Management  Trust  of  America 

EuroPacific  Growth  Fund 

Fundamental  Investors 

Growth  Fund  of  America 

Income  Fund  of  America 

Intermediate  Bond  Fund  of  America 

Investment  Co  of  America 

New  Economy  Fund 

New  Perspective  Fund 

Tax-Exempt  Bond  Fund  of  America 

Washington  Mutual  Investors 


American  Growth  Fund  Sponsors 

410  17th  Street 

Suite  800 

Denver,  CO  80202 

(303)  623-6137*  (local);  (800)  525-2406 


American  Growth  Fund 


American  Investors 

PO  Box  2500 

Greenwich,  CT  06836 

(203)  531-5000*  (local);  (800)  243-5353 


American  Investors  Growth  Fund 


American  Pension  Distributors 

PO  Box  2529 

Lynchburg,  VA  24501 

(800)  533-4115  (local);  (800)  544-6060 


API  Trust-Growth 


ST 
BD 
ST 

BD 

BA 

BD 

MU 

ST 

MU 

ST 

ST 


Dio^i' 


ST 


ST 


ST 


ST 
BA 
BD 

MU 
MU 
MU 
BD 

ST 

BD 

ST 

FO 

MM| 

FO 

ST 

ST 

BA 

BD 

ST 

ST 

ST 

MU|^*iiifil 

ST 


ll(-l 
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Distributor 


Type  of  fund 


AMEV  Investors 

PO  Box  64284 

St  Paul,  MN  55164 

(612)  738-4000*  (local),  (800)  800-2638 


AMEV  Advantage-Asset  Allocation  BA 

AMEV  Advantage-Capital  Apprec  ST 

AMEV  Capital  Fund  ST 

AMEV  Fiduciary  Fund  ST 

AMEV  Growth  Fund  ST 

AMEV  Tax-Free  Fund-Minnesota  MU 

AMEV  US  Govt  Securities  Fund  BD 


Amway  Management  Co 

7575  East  Fulton  Road 
Ada,  MI  49355 
(800)  346-2670 


Amway  Mutual  Fund 


ST 


Analytic  Optioned  Equity  Fund 

2222  Martin  Street 
Suite  230 
Irvine,  CA  92715 
(714)833-0294» 


Analytic  Optioned  Equity  Fund 


ST 


Angeles  Securities 

in^iOl  West  Pico  Boulevard 

Lus  Angeles,  CA  90064 

213)  277-4900*  (local),  (800)421-4374 


•FPA  Capital  Fund 
FPA  New  Income  Fund 
FPA  Paramount  Fund 
FPA  Perennial  Fund 


ST 
BD 
ST 
ST 


Aquila  Distributors 

iOO  Park  Avenue 

5Uite  4515 

Mew  York,  NY  10017 

212)  697-6666*  (local),  (800)  228-4227 


Churchill  Tax-Free  Fund  of  Kentucky  MU 

Hawaiian  Tax-Free  Trust  MU 

Tax-Free  Fund  of  Colorado  MU 

Tax-Free  Trust  of  Arizona  MU 

Tax-Free  Trust  of  Oregon  MU 


Vrmstrong  Associates 

445  Ross  Avenue  LB  212 
Dallas,  TX  75202     • 
214)  720-9101 


Vrmstrong  Associates 


ST 


Vssociated  Planners  Security 

925  Century  Park  East 

;uite  1900 

.OS  Angeles,  CA  90067 

213)  553-6740*  (local),  (800)  950-2748 


vssociated  Planners  Stock  Fund 


ST 


uce  Securities  Corp 

00  Benedict  Avenue 
"arrytown,  NY  10591 
?14)  333-5200*  (local),  (800)  669-0333 


ixe-Houghton  Fund  B  BA 

Lxe-Houghton  Income  Fund  BD 

ixe-Houghton  Stock  Fund  ST 


I  accept  collea  calls. 


Distributor                                    Type  of  fund 

Bailard,  Biehl  &  Kaiser 

2755  Campus  Drive 

Suite  300 

San  Mateo,  CA  94403 

(415)  571-5800*  (local),  (800)  882-8383 

Bailard  Biehl  &  Kaiser  Diversa  Fund 

BA 

Robert  W  Baird  &  Co 

777  East  Wisconsin  Avenue 

Milwaukee,  WI  53202 

(414)  765-3500*  (local),  (800)  792-2473 

Baird  Blue  Chip  Fund 

ST 

Baird  Capital  Development  Fund 

ST 

Baron  Asset  Fund 

450  Park  Avenue 

New  York,  NY  10022 

(212)  759-7700  (local),  (800)  992-2766 

Baron  Asset  Fund 

ST 

Bartlett  Capital  Trust 

36  East  Fourth  Street 

Cincinnati,  OH  45202 

(800)  327-4363  (local),  (800)  543-0863 

Bartlett  Capital  Trust-Basic  Value 

ST 

Bartlett  Capital  Trust-Fixed  Income 

BD 

Baxter  Financial 

1200  North  Federal  Highway 

Suite  424 

Boca  Raton,  FL  33432 

(407)  395-2155  (local),  (800)  749-9933 

Eagle  Growth  Shares 

ST 

Philadelphia  Fund 

ST 

Beacon  Hill  Mutual  Fund 

75  Federal  Street 

Boston,  MA  02110 

(617)482-0795 

Beacon  Hill  Mutual  Fund 

ST 

Beckerman  &  Co 

26  Broadway 

Suite  205 

New  York,  NY  10004 

(212)  248-8080  (local),  (800)  543-2620 

44  Wall  Street  Equity  Fund 

ST 

44  Wall  Street  Fund 

ST 

Benham  Capital  Management 

1665  Charleston  Road 

Mountain  View,  CA  94043 

(800)321-8321 

Benham  Calif  Tax-Free-High  Yield 

MU 

Benham  Calif  Tax-Free-Insured 

MU 

Benham  Calif  Tax-Free-Intermediate 

MU 

Benham  Calif  Tax-Free-Long-Term 

MU 

Benham  Calif  Tax-Free-MM 

MM 

Benham  Gold  Equities  Index 

ST 

Benham  Govertmient  Inc-GNMA 

BD 

Benham  Target  Maturities-2015 

BD 

Benham  Treasury  Note  Fund 

BD 

Capital  Preservation  Fund 

MM 

Capital  Preservation  Fund  II 

MM 

Berger  Associates 

899  Logan  Street 

Suite  211 

Denver,  CO  80203 

(303)  837-1020*  (local),  (800)  333-1001 

Berger  One  Hundred  Fund 

ST 

Distributor                                   Type  of  fund 

Sanford  C  Bernstein  &  Co 

767  Fifth  Avenue 

New  York,  NY  10153 

(212)  486-5864 

Bernstein  Diversified  Muni 

MU 

Bernstein  Govt  Short  Duration 

BD 

Bernstein  Intermediate  Duration 

BD 

Bernstein  New  York  Muni 

MU 

Bernstein  Short  Duration  Plus 

BD 

Berwyn  Fund 

1 189  Lancaster  Avenue 

Berwyn,  PA  19312 

(215)640-4330* 

Berwyn  Fund 

ST 

Boston  Co  Funds  Distributor 

Exchange  Place 

One  Boston  Place 

Boston,  MA  02108 

(800)  225-5267 

Boston  Co  Capital  Appreciation  Fund 

ST 

Boston  Co  Inv-Asset  Allocation 

BA 

Boston  Co  Inv-International 

FO 

Boston  Co  Managed  Income  Fund 

BD 

Boston  Co  Tax-Free  Muni-Mass  Money  MM  | 

Boston  Co  Special  Growth  Fund 

ST 

Brandywine  Fund 

PO  Box  4166 

Greenville,  DE  19807 

(302)  656-6200 

Brandywine  Fund 

ST 

Bridges  Investment  Fund 

8401  West  Dodge  Road 

Omaha,  NE68114 

(402)  397-4700 

Bridges  Investment  Fund 

ST 

Clayton  Brown  &  Associates 

500  West  Madison 

Suite  3000 

Chicago,  IL  60606 

(312)  559-3007  (local),  (800)  621-4770 

First  Trust-US  Government 

BD 

Alex  Brown  &  Sons 

135  East  Baltimore  Street 

Baltimore,  MD  21202 

(301)  727-1700  (local),  (800)  767-3524 

Alex  Brown  Cash  Reserve-Prime 

MM 

Flag  Investors  Emerging  Growth 

ST 

Flag  Investors  International  Trust 

FO 

Flag  Investors  T-F  Cash  Reserve  Shs 

MM 

Flag  Investors  Telephone  Income 

ST 

Flag  Investors  Total  Return  US  Treas 

BD 

CJ  Lawrence  Total  Return  US  Treas 

BD 

Bruce  Fund 

20  North  Wacker  Drive 

Suite  1425 

Chicago,  IL  60606 

(312)236-9160 

Bruce  Fund 

BA 
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Fund  Distributors 


Distributor                                   Type  of  fund 

Bull  &  Bear  Group 

1 1  Hanover  Square 

New  York,  NY  10005 

(212)  363-1100*  (local);  (800)  847-4200 

Bull  &  Bear  Capital  Growth  Fund 

ST 

Bull  &  Bear  Equity-Income  Fund 

ST 

Bull  &  Bear  FinI  News  Composite 

ST 

Bull  &  Bear  Gold  Investors 

FO 

Bull  &  Bear  Special  Equities  Fund 

ST 

Burnham  Securities 

60  Broad  Street 

22nd  Floor 

New  York,  NY  10004 

(212)483-1461 

Burnham  Fund 

ST 

Fenimore  International  Fund  Equity 

FO 

Calamos  Financial  Services 

2001  Spnng  Road 

Suite  750 

Oakbrook,  IL  60521 

(708)  571-7115  (local);  (800)  323-9943 

Calamos  Convertible  Income 

BA 

California  Investment  Trust 

44  Montgomery  Street 

Suite  2200 

San  Francisco,  CA  94104 

(415)  398-2727  (local);  (800)  826-8166 

California  Tax-Free  Income 

MU 

California  Tax-Free  MM 

MM 

Calvert  Group 

1 700  Pennsylvania  Avenue  NW 

Washington,  DC  20006 

(301)  951-4820*  (local);  (800)  368-2748 

Calvert  Ariel  Growth  Fund 

ST 

Calvert  Fund-Capital  Value 

ST 

Calvert  Fund-Income 

BD 

Calvert-Washington  Area  Growth 

ST 

Calvert  Social  Inv-Equity 

ST 

Calvert  Social  Inv-Managed  Growth 

BA 

Calvert  Tax-Free  Reserves-Limited 

MU 

Calvert  Tax-Free  Reserves-MM 

MM 

Capstone  Asset  Planning  Co 

PO  Box  3167 

Houston,  TX  77253-3167 

(713)  750-8000  (local);  (800)  262-6631 

Capstone  EquityGuard  Stock 

ST 

Capstone  Intl-European  Plus 

FO 

Cashman  Farrell  Value  Fund 

ST 

Fund  of  the  Southwest 

ST 

PBHG  Growth  Fund 

ST 

US  Trend  Fund 

ST 

Cardinal  Group  of  Funds 

155  East  Broad  Street 

Mezzanine  Level 

Columbus,  OH  43215 

;6)4)  464-6852  (local);  (800)  848-7734 

Cardinal  Fund 

ST 

Carriiatal  Government  Guaranteed 

BD 

Catiiinal  Government  Securities 

MM 

Distributor                                   Type  of  fund 

Carillon  Investments 

PO  Box  5304 

Cincinnati,  OH  45201 

(513)595-2600 

Carillon  Inv  Trust-Capital  Fund 

BA 

Carnegie  Fund  Distributors 

1228  Euclid  Avenue 

Cleveland,  OH  44115 

(216)  781-4440*  (local),  (800)  321-2322 

Carnegie-Cappiello-Growth 

ST 

Carnegie-Cappiello-Total  Return 

ST 

Carnegie  Tax-Free  Income  Trust 

MM 

Liquid  Capital  Income  Trust 

MM 

Centennial  Capital  Corp 

3410  South  Galena  Street 

Denver,  CO  80231 

(800)  356-3556  (local);  (800)  525-7048 

Centennial  Tax-Exempt  Trust 

MM 

Daily  Cash  Accumulation  Fund 

MM 

Century  Shares  Trust 

One  Liberty  Square 

Boston,  MA  02109 

(617)  482-3060*  (local);  (800)  321-1928 

Century  Shares  Trust 

ST 

Cigna  Mutual  Funds 

1350  Main  Street 

Springfield,  MA  01 103 

(413)  784-0100 

Cigna  Aggressive  Growth  Fund 

ST 

Cigna  Growth  Fund 

ST 

Cigna  High  Yield  Fund 

BD 

Cigna  Income  Fund 

BD 

Cigna  Municipal  Bond  Fund 

MU 

Cigna  Utilities 

ST 

Cigna  Value  Fund 

ST 

Colonial  Investment  Services 

One  Financial  Center 

Boston,  MA  021 11 

(617)  426-3750*  (local);  (800)  225-2365 

Colonial  Advanced  Strategies  Gold 

BA 

Colonial  California  Tax-Exempt 

MU 

Colonial  Fund 

BA 

Colonial  Government  Securities  Plus 

BD 

Colonial  Growth  Shares  Trust 

ST 

Colonial  High  Yield  Securities 

BD 

Colonial  Income  Trust 

BD 

Colonial  International  Equity  Index 

FO 

Colonial  Massachusetts  Tax-Exempt 

MU 

Colonial  New  York  Tax-Exempt 

MU 

Colonial  Ohio  Tax-Exempt  Trust 

MU 

Colonial  Small  Stock  Index  Trust 

ST 

Colonial  Strategic  Inc-Diversified 

ST 

Colonial  Strategic  Inc-Income  Plus 

ST 

Colonial  Tax-Exempt  Fund 

MU 

Colonial  Tax-Exempt  Insured  Fund 

MU 

Colonial  US  Equity  Index  Trust 

ST 

Colonial  VIP  Equity-Div  Return 

ST 

Colonial  VIP  Equity-Growth 

ST 

Colonial  VIP  Equity-Inflation  Hedge 

ST 

Distributor 


Type  of  fund 


WV' 


Columbia  Funds  Management  Co 

PO  Box  1350 

Portland,  OR  97207-1350 

(800)547-1707 


jgRlMli 


Columbia  Daily  Income  Co 
Columbia  Fixed  Income  Securities 
Columbia  Growth  Fund 
Columbia  Municipal  Bond  Fund 
Columbia  Special  Fund 


MM  IbilioiK 

BD 

ST 

MU 

ST 


lir.jflt 

I  at 


Common  Sense  Distributors 

3100  Breckinridge  Boulevard 
Building  400 
Duluth,GA  30199-0001 

(404)  381-2668  (local);  (800)  544-5445 


;  mill' 


Common  Sense-Government  BD 

Common  Sense— Growth  ST 

Common  Sense-Growth  &.  Income  ST 


Concord  Financial  Group 

156  West  56th  Street 

Suite  1902 

New  York,  NY  10019 

(212)  492-1600*  (local);  (800)  332-3863 


01  It: 

mil 


Pacific  Horizon-Aggressive  Growth  ST 

Pacific  Horizon-Calif  Tax-Ex  Bond  MU 

Pacific  Horizon-Prime  MM 

Pacific  Horizon-Treasury  MM 


Copley  Financial  Services  Corp 

PO  Box  3287 

Fall  River,  MA  02722 

(508)  674-8459* 


Copley  Fund 


Counsellors  Securities 

466  Lexington  Avenue 

New  York,  NY  10017-3147 

(212)  878-0600  (local);  (800)  888-6878 


Country  Capital  Management  Co 

PO  Box  2222 
Bloomington,  IL  61701 
(309)  557-3790 


Country  Capital  Growth  Fund 
Country  Capital  Income  Fund 


Cowen  &  Co 

Financial  Square 

New  York,  NY  10005 

(212)  495-6000  (local);  (800)  221-5616 


Cowen  Income  +  Growth  Fund 
Cowen  Opportunity  Fund 
Standby  Reserve  Fund 


Craig-Hallum 

701  Fourth  Avenue  South 

10th  Floor 

Minneapolis,  MN  55415 

(612)  332-1212  (local);  (800)  331-4923 


General  Securities 


ST 


ml', 

tinl'i 

\\t' 
tin  hm 

HI  HiKtl 
III  ItilKl 

m  Uiiiti 
m  Wititi 
wiWinti 
iaii  ffinti 

Mm  lliiiti 
an  Wiiei 
M  B'iiiei 
an  Wiiiti 


Counsellors  Capital  Appreciation  ST 

Counsellors  Emerging  Growth  Fund  ST 

Counsellors  International  Equity   .  FO 

Counsellors  New  York  Tax-Exempt  MM 


:bwaieDi 

lilautipku 

;liwjttCi 
iliwieCi 

P"»'iteCi 

ilawitG, 
•liwiieGi 
Ji«ateGf 
iliWrtGr 
iliMieCt 
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istributor 


Type  of  fund 


ain  Boswonh 

)0  North  Milwaukee  Street 

lilwaukee,  WI  53202 

14)  347-7276  (localh  (800|  432-7856 


eartland  Group-Value  Fund 


ean  Witter  Reynolds 

wo  World  Trade  Center 

)th  Floor 

ew  York,  NY  10048 

12)  392-2500  (local);  (800)  869-3863 


lavvare  Distributors 

Pcnn  Center  Plaza 

iladelphia,  PA  19103 

S)  988-1333  (local);  (800)  523-4640 


!  trersified  Securities 

Box  357 
ig  Beach,  CA  90801 

(3)595-7711* 

1 


estors  Research  Fund 


1  ridtnd  Growth  Fund 
'  North  Adams  Street 
:kville,  MD  20850 
1)  251-1002*  (local);  (800)  638-2042 


'idend/Growth-Dividend 


*  accept  col  lea  calls 


ST 


ctive  Assets  Money  Trust  MM 

ctive  Assets  Tax-Free  Trust  MM 

ean  Witter  American  Value  Fund  ST 

ean  Witter  Calif  Tax-Free  Daily  MM 

ean  Witter  Calif  Tax-Free  Income  MU 

ean  Witter  Convertible  Sees  BA 

ean  Witter  Developing  Growth  Sees  ST 

'san  Witter  Dividend  Growth  Sees  ST 

;an  Witter  Government  Sees  Plus  BD 

Jan  Witter  High  Yield  Sees  BD 

:an  Witter  Intermediate  Income  BD 

;an  Witter  Managed  Assets  BA 

;an  Witter  Natural  Resource  Dev  ST 

;an  Witter  NY  Tax-Free  Income  MU 

■an  Witter  Option  Income  Trust  ST 

■an  Witter/Sears  Liquid  Asset  MM 

■an  Witter/Sears  Tax-Free  Daily  Inc  MM 

,  an  Witter/Seats  US  Govt  MM  MM 

•an  Witter  Strategist  BA 

I  'an  Witter  Tax-Exempt  Sees  MU 

j*an  Witter  US  Govt  Securities  BD 

an  Witter  Uulities  Fund  ST 

an  Witter  Value-Added  Mkt  ST 

■an  Witter  World  Wide  Investment  FO 

an  Witter  Worldwide  Income  FO 


laware  Group  Cash  Reserve  MM 

laware  Group  Decatur  Fund-I  ST 

laware  Group  Decatur  Fund-II  ST 

laware  Group  Delaware  Fund  BA 

laware  Group  DelCap  Fund-I  ST 

laware  Group  Delchester  H-Y-I  BD 

laware  Group  Govt-Govt  Inc  BD 

laware  Group  Tax-Free  Fund-USA  MU 

laware  Group  Treasury-Investors  BD 

laware  Group  Trend  Fund  ST 

laware  Group  Value  Fund  ST 

IC  Tax-Free  Income  Trust-PA  MU 


ST 


ST 


Distributor                                    Type  of  fund 

Dodge  &  Cox 

One  Post  Street 

35th  Floor 

San  Francisco,  CA  94104 

(415)434-0311 

Dodge  &  Cox  Balanced  Fund 

BA 

Dodge  &  Cox  Stock  Fund 

ST 

Dreyfus  Service  Corp 

144  Glenn  Curtiss  Boulevard 

Uniondale,  NY  11556-0144 

(718)  895-1206  (local);  (800)  782-6620 

Dreyfus  A  Bonds  Plus 

BD 

Dreyfus  California  Tax-Exempt  Bond 

MU 

Dreyfus  California  Tax-Exempt  MM 

MM 

Dreyfus  Capital  Value  Fund 

ST 

Dreyfus  Convertible  Securities  Fund 

BA 

Dreyfus  Fund 

ST 

Dreyfus  GNMA  Fund 

BD 

Dreyfus  Growth  Opportunity  Fund 

ST 

Dreyfus  Index  Fund 

ST 

Dreyfus  Insured  Tax-Exempt  Bond 

MU 

Dreyfus  Intermediate  Tax-Ex  Bond 

MU 

Dreyfus  Leverage  Fund 

ST 

Dreyfus  Liquid  Assets 

MM 

Dreyfus  Massachusetts  Tax-Ex  Bond 

MU 

Dreyfus  MM  Instruments-Govt  Sees 

MM 

Dreyfus  New  |ersey  Tax-Exempt  Bond 

MU 

Dreyfus  New  Jersey  Tax-Exempt  MM 

MM 

Dreyfus  New  Leaders  Fund 

ST 

Dreyfus  NY  Insured  Tax-Exempt  Bond 

MU 

Dreyfus  NY  Tax-Exempt  Bond  Fund 

MU 

Dreyfus  NY  Tax-Ex  Intermed  Bond 

MU 

Dreyfus  NY  Tax-Exempt  MM 

MM 

Dreyfus  Strategic  Aggressive  Inv  LP 

ST 

Dreyfus  Strategic  Investing 

ST 

Dreyfus  Strategic  World  Investing  LP 

FO 

Dreyfus  Tax-Exempt  Bond  Fund 

MU 

Dreyfus  Tax-Exempt  Money  Market 

MM 

Dreyfus  Third  Century  Fund 

ST 

Dreyfus  Worldwide  Dollar  MM 

MM 

First  Prairie  Diversified  Asset  Fund 

BA 

First  Prairie  MM-Government 

MM 

First  Prairie  Tax-Exempt  MM 

MM 

General  Aggressive  Growth 

ST 

General  Calif  Municipal  MM 

MM 

General  Money  Market  Fund 

MM 

General  NY  Municipal  Bond 

MU 

General  NY  Municipal  MM 

MM 

General  Tax-Exempt  Bond  Fund 

MU 

General  Tax-Exempt  Money  Market 

MM 

Premier  Calif  Tax-Exempt  Bond 

MU 

Premier  NY  Tax-Exempt  Bond 

MU 

Premier  State  Tax-Exempt  Conn 

MU 

Premier  State  Tax-Exempt-FIa 

MU 

Premier  State  Tax-Exempt-Md 

MU 

Premier  State  Tax-Exempt-Mass 

MU 

Premier  State  Tax-Exempt-Mich 

MU 

Premier  State  Tax-Exempt-Minn 

MU 

Premier  State  Tax-Exempt-Ohio 

MU 

Premier  State  Tax-Exempt-Penn 

MU 

Premier  Tax-Exempt  Bond 

MU 

Westwood  Fund 

ST 

Distributor                                    Type  of  fund 

Dupree  Investment  Advisors 

PC  Box  1149 

Lexington,  KY  40589 

(800)432-9518 

Dupree-Kentucky  Tax-Free  Income 

MU 

Eaton  Vance  Distributors 

24  Federal  Street 

Boston,  MA  021 10 

(617)  482-8260  (local);  (800)  225-6265 

Eaton  Vance  California  Municipals 

MU 

Eaton  Vance  Equity-Income  Trust 

ST 

Eaton  Vance  Government  Obligations 

BD 

Eaton  Vance  Growth  Fund 

ST 

Eaton  Vance  High  Income  Trust 

BA 

Eaton  Vance  High  Yield  Municipals 

MU 

Eaton  Vance  Income  Fund  of  Boston 

BA 

Eaton  Vance  Investors  Fund 

BA 

Eaton  Vance  Special  Equities  Fund 

ST 

Eaton  Vance  Stock  Fund 

ST 

Eaton  Vance  Total  Return  Trust 

ST 

Nautilus  Fund 

ST 

Vance,  Sanders  Special  Fund 

ST 

Eclipse  Financial  Services 

PC  Box  2196 

Peachtrce  City,  GA  30269 

(404)  631-0414  (local);  (800)  872-2710 

Eclipse  Financial  Asset  Trust-Equity 

ST 

Enterprise  Fund  Distributors 

1200  Ash  wood  Parkway 

Suite  290 

Atlanta,  GA  30338 

(404)  396-81 18'  (local),  (800)  432-4320 

Enterprise  Group-Capital  Apprec 

ST 

Enterprise  Group-Growth 

ST 

Enterprise  Group-Growth  &  Income 

ST 

Enterprise  Group-International  Grow 

FO 

Enterprise  Group-Precious  Metals 

FO 
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Nothing 
Slick, 
Nothing 
Trendy* 

T A. 


Hard 
Work 

1 


1 

Consistent  ^ 
Results* 


The  Nicholas  Family  of  Funds 
700  N.  Water  Street 
Milwaukee,  WI.  53202      I 
(414)  272-6133  J 


I  am  interested  in  the  following: 

n  Nicholas  Fund 

D  Nicholas  II 

n  Nicholas  Limited  Edition 

n  Nicholas  Income  Fund 

D  Nicholas  Money  Market  Fund 

For  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for 
a  prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 

Name 

Address 

Ciry 

State 


.Zip. 


Annual  Fund  Ratings 


Distributor                                    Type  of  fund 

EQSF  Advisers 

767  Third  Avenue 

5th  Floor 

New  York,  NY  10017 

(2121  888-6685  (local|;  (800)  834-3400 

Equity  Strategies  Fund 

ST 

Equitable  Funds 

1755  Broadway 

Location  3D 

New  York,  NY  10019 

(212)  641-8100  (local);  (800)  541-2150 

Equitable  Funds-Balanced  Fund 

BA 

Equitable  Funds-Growth 

ST 

Equitec  Securities 

PO  Box  2470 

7677  Oakport  Street 

Oakland,  CA  94614 

(415)  430-9900  (local);  (800)  869-8007 

Equitec  Siebel  Aggressive  Growth 

ST 

Equitec  Siebel  Total  Return  Fund 

ST 

Equitec  Siebel  US  Government  Sees 

BD 

Equity  Services 

National  Life  Drive 

Montpelier,  VT  05604 

(802)  229-3900*  (local);  (800)  233-4332 

Sentinel  Balanced  Fund 

BA 

Sentinel  Bond  Fund 

BD 

Sentinel  Common  Stock  Fund 

ST 

Sentinel  Growth  Fund 

ST 

Excel  Advisors 

16955  Via  Del  Campo 

Suite  120 

San  Diego,  CA  92127 

(619)  485-9400  (local);  (800)  783-3444 

Excel  Midas  Gold  Shares  &  Bullion 

ST 

Excel  Value  Fund 

ST 

Fairfield  Group 

200  Gibraltar  Road 

Horsham,  PA  19044 

(800)  222-3429  (local);  (800)  441-3885 

St  Clair  Equity-Capital  Growth  Fund 

ST 

Viking  Equity  Index  Fund-General 

ST 

Fairmont  Fund 

1346  South  Third  Street 

Louisville,  KY  40208 

(502)  636-5633  (local);  (800)  262-9936 

Fairmont  Fund 

ST 

FBL  Investment  Advisory  Svcs 

5400  University  Avenue 

West  Des  Moines,  \A  50265 

(800)  422-3175  (local);  (800)  247-4170 

FBL-Growth  Common  Stock 

ST 

Federated  Securities  Corp 

Federated  Tower 

Pittsburgh,  PA  15222-3779 

(412)  288-1900»  (local);  (800)  245-2423 


American  Leaders  Fund 
Convertible  Securities  &  Income 
Federated  GNMA  Trust 
Federated  Growth  Trust 
Federated  High  Income  Securities 
Federated  High  Yield  Trust 
Federated  Income  Trust 
Federated  Intermediate  Government 
Federated  Short-Intermed  Govt 
Federated  Stock  &  Bond  Fund 
Federated  Stock  Trust 
Federated  Tax-Free  Income  Fund 
Federated  Tax-Free  Trust 
Fortress  High  Quality  Stock  Fund 
Fortress  Utility  Trust 
FT  International 
Fund  for  US  Govt  Securities 
Government  Income  Securities 
Investment  Series-High  Quality  Stk 
Liberty  US  Govt  Money  Market 
Liberty  Utility  Fund 
AT  Ohio  Tax-Free  Money  Fund 
Salem  Funds-Growth 
Tax-Free  Instruments  Trust 
Tower-Capital  Appreciation 


Fidelity  Distributors  Corp 

82  Devonshire  Street 

Boston,  MA  02109 

(617)  570-6200*  (local);  (800)  544-6666 


*Will  accept  collect  c.ill.s. 


ST 

BA 

BD 

ST 

BD 

BD 

BD 

BD 

BD 

BA 

ST 

MU 

MM 

ST 

ST 

FO 

BD 

BD 

ST 


u: 

Fiiii, 

mm"''' 
' '     "iildii 

MM ..;, 

ST    if 

MM  ;., 


ST 


Fidelity  Asset  Manager  BA 

Fidelity  Balanced  Fund  BA 

Fidelity  Blue  Chip  Growth  Fund  ST 

Fidelity  Calif  Tax-Free-Insured  Mll|iile|i 

Fidelity  Calif  Tax-Free-High  Yield  MU 

Fidelity  Calif  Tax-Free-MM  MM 

Fidelity  Canada  Fund  FO 

Fidelity  Capital  Appreciation  ST 

Fidelity  Cash  Reserves  •  MM 

Fidelity  Connecticut  Muni-High  Yld  MU 

Fidelity  Contrafund  ST 

Fidelity  Convertible  Securities  Fund  BA 

Fidelity  Daily  Income  Trust  MM 

Fidelity  Destiny  Portfolio  I  ST 
Fidelity  Destiny  Portfolio  II 

Fidelity  Disciplined  Equity  ST 

Fidelity  Equity  Income  Fund  ST 

Fidelity  Europe  Fund  FO 

Fidelity  Flexible  Bond  Fund  BD 

Fidelity  Freedom  Fund  ST 

Fidelity  Fund  ST 

Fidelity  Ginnie  Mae  BD 

Fidelity  Global  Bond  Fund  FO 

Fidelity  Government  Securities  Fund  BD 

Fidelity  Growth  &  Incpme  ST 

Fidelity  Growth  Company  ST 

Fidelity  High  Income  Fund  BD 

Fidelity  Intermediate  Bond  Fund  BD 

Fidelity  International  Growth  &  Inc  FO 

Fidelity  Magellan  Fund  ST 
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Distributor 


Type  of  fund 


Fidelity  Mass  Tax-Free-High  Yield  MU 

Fidelity  Mass  Tax-Ftee-MM  MM 

Fidelity  Mortgage  Securities  BD 

Fidelity  New  Jersey  T-F  High  Yield  MU 

Fidelity  New  Jersey  T-F-MM  MM 

Fidelity  NY  Tax-Free-High  Yield  MU 

"idelity  NY  Tax-Free-Insured  MU 

-idelity  NY  Tax-Free-Money  Market  MM 

•idelity  OTC  Portfolio  ST 

'idelity  Overseas  Fund  FO 

■idelity  Pacific  Basin  Fund  FO 

■idelity  Plymouth-Growth  Oppor  ST 

■idelity  Plymouth-Income  &  Grow  ST 

'idelity  Puritan  Fund  BA 

■idelity  Real  Estate  Investment  ST 

'idelity  Select-Air  Transportation  ST 

'idelity  Select- American  Gold  ST 

■idelity  Select-Biotechnology  ST 

idelity  Select-Broadcast  &  Media  ST 

'idelity  Select-Brokerage  &  Inv  ST 

idelity  Select-Capital  Goods  ST 

idelity  Select-Chemicals  ST 

idelity  Select-Computers  ST 

idelity  Select-Electric  Utilities  ST 

idelity  Select-Electronics  ST 

fidelity  Select-Energy  ST 

:  idelity  Select-Energy  Service  ST 

idelity  Select-Environment  Serv  ST 

idelity  Select-Financial  Services  ST 

idelity  Select-Food  &  Agriculture  ST 

idelity  Select-Health  Care  ST 

idelity  Select-Industrial  Materials  ST 

idelity  Select-Leisure  ST 

idelity  Select-Medical  Delivery  ST 

idelity  Select-Money  Market  MM 

idelity  Select-Paper  &  Forest  Prod  ST 

idelity  Select-Prec  Metals  &  Mins  ST 

idelity  Select-Prop  &  Casualty  ST 

idelity  Select-Regional  Banks  ST 

'idelity  Select-Retailing  ST 

lidelity  Select-Savings  &  Loan  ST 

idelity  Select-Software  &  Computer  ST 

j  idelity  Select-Technology  ST 

lidelity  Select-Telecommunications  ST 

fidelity  Select-Utiliries  ST 

j  idelity  Short-Term  Bond  BD 

idelity  Spartan  Government  Fund  BD 

lidelity  Spartan  Limited  Mat  Govt  BD 

delity  Spartan  Money  Market  Fund  MM 

delity  Spartan  Penn  Muni-MM  MM 

delity  Spartan  Penn  Muni-High  Yld  MU 

delity  Special  Situations-Initial  ST 

delity  Special  Situations-Plymouth  ST 

delity  State  T-F-Michigan  High  Yld  MU 

delity  State  T-F-Minnesota  Hi  Yld  MU 

delity  State  T-F-Ohio  High  Yield  MU 

delity  Tax-Exempt-Money  Market  MM 

delity  Tax-Free-Aggressive  MU 

delity  Tax-Free-High  Yield  MU 

delity  Tax-Free-Insured  MU 

delity  Tax-Free-Ltd  Term  Munis  MU 

delity  Tax-Free-Municipal  Bond  MU 

delity  Trend  Fund  ST 

delity  US  Government  Reserves  MM 

delity  Utilities  Income  ST 

delity  Value  Fund  ST 


duciary  Management 

^5  East  Mason  Street 
ilwaukee,  WI  53202 
I4j  226-4556*  |local|;  (800)  338-1579 


duciary  Capital  Growth  Fund 
:ynolds  Blue  Chip  Growth  Fund 


accept  collect  calls. 


ST 
ST 


The 
GABELLI 

VALUE 

FUND 


The  Gabelli  Value  Fund  Inc.  is  a  non-diversified  mutual  fund  seel<ing 
long-term  capital  appreciation  by  investing  primarily  in  equity  securities 
believed  to  be  undervalued. 


Minimum  Initial  Investment:  $5,000 
Minimum  Initial  IRA  Investment:  $250 

For  more  complete  information  about  The  Gabelli  Value  Fund  Inc. 

including  sales  charges,  fees  and  expenses,  call  or  write  for  a  prospectus. 
Read  it  carefully  before  you  invest  or  send  money 

1-800-GABELLI 

1-800-422-3554 
or  write  today  to: 

Gabelli  &  Company,  Inc.       The  Gabelli  Value  Fund  Inc. 

P.O.  Box  1634  •  Grand  Central  Station  •  New  York,  NY  10163 

This  advertisement  does  not  constitute  an  offer  in  any  jurisdiction  in  which  such 
an  offer  may  not  lawfully  be  made. 


HOW  TO 

CHOOSEATAX'FREE 

PORTFOLIO 


STEP  1:  CONSIDER 
YIELD  POTENTIAL.  In  a 

bond  fund,  other  things  being  equal, 
lower  costs  mean  higher  yields.  The 
Vanguard  Municipal  Bond  Fund  has 
virtually  the  lowest  operating  costs 
in  the  industry:  0.27  of  1%*— with  no 
commissions,  no  fees.  Minimum 
investment  $3,000. 

STEP  2:  CHOOSE  MATURITY  LEVEL. 

The  longer  the  average  maturity 
length  of  the  bonds,  the  higher  the 
market  volatility— and  potential 
returns. 

Vanguard  offers  you  two  short- 
term  portfolios  for  lowest  risk;  two 
intermediate-term  portfolios  for 
higher  yields  with  some  volatility; 
three  long-term  portfolios  for  high- 
est yield  potential. 

STEP  3:  CALL  1-800'662-SHiP  for 

our  free  Tax-Free  Investing  Kit. 

*Lipper  Directors'  Analytical  Data, 
First  Edition  1990 


Please  send  me  the  free  Vanguard 
Tax-Free  Investing  Information  Kit. 

I  understand  the  Kit  contains  a  pro- 
spectus with  more  complete  infor- 
mation on  the  Vanguard  Municipal 
Bond  Fund,  including  advisory  fees, 
distribution  charges  and  other 
expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 

Vanguard  Municipal  Bond  Fund 

F.O.  Box  2800 
Valley  Forge,  Pennsylvania  19482 

Name 


Address - 
City 


State - 


-Zip- 


Home  Phone  ~ i- 

(95) 


TH^^OTardGROUP 

•i^CF  INVESnVlENT  ODMR^NIES 
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Fund  Distributors 


Distributor                                   Type  of  fund 

Financial  Programs 

PO  Box  2040 

Denver,  CO  80201 

|303|  779-1233  |local|;  (800)  525-8085 

Financial  Bond  Shs-Select  Income 

BD 

Financial  Dynamics  Fund 

ST 

Financial  Industrial  Fund 

ST 

Financial  Industrial  Income  Fund 

ST 

Financial  Strategic-Energy 

ST 

Financial  Strategic-European 

FO 

Financial  Strategic-Gold 

ST 

Financial  Strategic-Health  Science 

ST 

Financial  Strategic-Leisure 

ST 

Financial  Strategic-Pacific  Basin 

FO 

Financial  Strategic-Technology 

ST 

Financial  Strategic-Utilities 

ST 

Financial  Tax-Free  Income  Shares 

MU 

First  Eagle  Fund  of  America 

45  Broadway 

New  York,  NY  10006 

(212)  943-9200*  (local);  (800)  451-3623 

First  Eagle  Fund  of  America 

ST 

First  Investors  Management  Co 

10  Woodbndge  Center  Dnve 

Woodbndge,  Nl  07095 

(212)  208-6000  (local);  (800)  423-4026 

First  Investors  Blue  Chip 

ST 

First  Investors  Fund  for  Income 

BD 

First  Investors  Global  Fund 

FO 

First  Investors  Government  Fund 

BD 

First  Investors  High  Yield  Fund 

BD 

First  Investors  Insured  Tax-Exempt 

MU 

First  Investors  M-S  Insured  T-F-NJ 

MU 

First  Investors  NY  Insured  T-F 

MU 

Flagship  Financial 

One  First  National  Plaza 

Suite  910 

Dayton,  OH  45402 

(800)  354-7447  (local);  (800)  227-4648 

Flagship  Tax-Exempt-Ariz  Double 

MU 

Flagship  Tax-Exempt-Conn  Double 

MU 

Flagship  Tax-Exempt-Ga  Double 

MU 

Flagship  Tax-Exempt-Kent  Triple 

MU 

Flagship  Tax-Exempt-Mich  Triple 

MU 

Flagship  Tax-Exempt-NC  Triple 

MU 

Flagship  Tax-Exempt-Ohio  Double 

MU 

Flagship  Tax-Exempt-Penn  Triple 

MU 

Flagship  Tax-Exempt-Tenn  Double 

MU 

Flagship  Tax-Exempt- Va  Double 

MU 

Flex  Funds 

PO  Box  7177 

Dublin,  OH  43017 

1614)  766-7000*  (local);  (800)  325-3539 

Flex-funds-Growth  Fund 

ST 

Flex-funds-Muirfield  Fund 

ST 

Foimders  Asset  Management 

3033  East  First  Avenue 

Suite  810 

Denver,  CO  80206 

(303)  394-4404  (local);  (800)  525-2440 

Founders  Blue  Chip 

ST 

Founders  Equity  Income  Fund 

ST 

Founders  Frontier  Fund 

ST 

Founders  Growth  Fund 

ST 

Founders  Special  Fund 

ST 

*WiIl  accept  collect  calls. 


Distributor                                   Type  of  fund 

Frank  Russell  Company 

909  A  Street 

6th  Floor 

Tacoma,  WA  98402 

(800)  235-4331 

Laurel  Fund-Stock 

ST 

Franklin  Distributors 

777  Marmer's  Island  Boulevard 

6th  Floor 

San  Mateo,  CA  94404-1585 

(800)  342-5236  (local);  (800)  632-2180 

Franklin  Adjustable  US  Govt  Sees 

BD 

Franklin  AGE  High  Income  Fund 

BD 

Franklin  Alabama  Tax-Free  Income 

MU 

Franklin  Arizona  Tax-Free  Income 

MU 

Franklin  Calif  Insured  Tax-Free  Inc 

MU 

Franklin  Calif  Tax-Exempt  Money 

MM 

Franklin  Calif  Tax-Free  Income 

MU 

Franklin  Colorado  Tax-Free  Income 

MU 

Franklin  Connecticut  Tax-Free  Inc 

MU 

Franklin  Convertible  Securities  Fund 

BA 

Franklin  DynaTech  Fund 

ST 

Franklin  Equity  Fund 

ST 

Franklin  Federal  Tax-Free  Income 

MU 

Franklin  Florida  Tax-Free  Income 

MU 

Franklin  Gold  Fund 

FO 

Franklin  Growth  Fund 

ST 

Franklin  High  Yield  Tax-Free  Income 

MU 

Franklin  Income  Fund 

BA 

Franklin  Insured  Tax-Free  Income 

MU 

Franklin  Managed  Rising  Dividends 

ST 

Franklin  Mass  Insured  Tax-Free  Inc 

MU 

Franklin  Mich  Insured  Tax-Free  Inc 

MU 

Franklin  Minn  Insured  Tax-Free  Inc 

MU 

Franklin  Missouri  Tax  Free  Income 

MU 

Franklin  Money  Fund 

MM 

Franklin  New  Jersey  Tax-Free  Income 

MU 

Franklin  New  York  Tax-Ex  Money 

MM 

Franklin  New  York  Tax-Free  Income 

MU 

Franklin  North  Carolina  Tax-Free  Inc 

MU 

Franklin  Ohio  Insured  Tax-Free  Inc 

MU 

Franklin  Option  Fund 

ST 

Franklin  Oregon  Tax-Free  Income 

MU 

Franklin  Pennsylvania  Tax-Free  Inc 

MU 

Franklin  PR  Tax-Free  Income  Fund 

MU 

Franklin  Special  Equity  Income 

ST 

Franklin  Tax-Exempt  Money  Fund 

MM 

Franklin  US  Government  Securities 

BD 

Franklin  Utilities  Fund 

ST 

Franklin  Virginia  Tax-Free  Income 

MU 

Freedom  Capital  Management  Corp 

One  Beacon  Street 

4th  Floor 

Boston,  MA  02108 

(800)  392-6037  (local);  (800)  225-6258 

Freedom  Cash  Management 

MM 

Freedom  Inv-Equity  Value 

ST 

Freedom  Inv-Gold  &  Government 

ST 

Freedom  Inv-Government  Income 

BD 

Freedom  Inv-Managed  Tax-Exempt 

MU 

Freedom  Inv-Regional  Bank 

ST 

Freedom  Inv  II-Global  Fund 

FO 

Freedom  Inv  II-Global  Income 

FO 

Freedom  Tax-Exempt  Money 

MM 

Tocqueville  Fund 

ST 

Distributor 


Type  of  fund  j  |  fliMi 


Fundamental  Services 

1 1 1  Broadway 

Suite  1107 

New  York,  NY  10006 

(212)  608-6864*  (local);  (800)  225-6864 


New  York  Muni  Fund 


MU 


Furman  Selz  Mager  Dietz  &  Birney 

230  Park  Avenue 

New  York,  NY  10169 

(212)  309-8400*  (local);  (800)  845-8406 


P 


[,uMi 

rr 


FFB  Funds-Cash  Management  MM 

FEB  Funds-Tax-Free  Money  Market  MM 

Olympus  Equity  Plus  Fund  ST 

Olympus  Premium  Income  ST 

Olympus  Tax-Exempt  California  MU 


Gabelli  &  Company 

PO  Box  1634 

Grand  Central  Station 

New  York,  NY  10163 

(212)  490-3670  (local);  (800)  422-3554 


CTCIolu 
CTGlDtl 
tlGlobi 
CI  Glob 


Gabelli  Asset  Fund 
Gabelli  Growth  Fund 


ST 
STl 


111: 

Gwilui 
UlPuk, 
Nfwyorli 
111-, 


GAM  Funds 

135  East  57th  Street 

New  York,  NY  10022 

(212)  888-4200*  (local);  (800)  327-6143 


GAM  Global  Fund 
GAM  International  Fund 
GAM  Pacific  Basin  Fund 


FO 
FO 
FO 


Uin 

Itluilliiii 
MlHmti 


iosion,M 

si7:j?i. 


Gateway  Investment  Advisers 

PO  Box  458167 

Cincinnati,  OH  45245 

(513)  248-2700*  (local);  (800)  354-6339 


Gateway  Growth  Plus  Fund 
Gateway  Index  Plus  Fund 


ST 
ST 


•lui  Hui 
i  'ok  Hui 


I  Kill 
iHam 


Gintel  &  Co 

6  Greenwich  Office  Park 

Greenwich,  CT  06831 

(203)  622-6400  (local);  (800)  243-5808 


Gintel  Capital  Appreciation  Fund 
Gintel  Erisa  Fund 
Gintel  Fund 


linwelll 

Iflow 
fa  York 


GIT  Investment  Services 

1655  North  Fort  Myer  Drive 

Arlington,  VA  22209 

(703)  528-6500  (local);  (800)  336-3063 


GIT  Equity  Trust-Special  Growth 


ST 


Gradison  &  Co 

580  Walnut  Street 

Cincinnati,  OH  45202 

(800)  869-5999  (local);  (800)  869-5666 


i\ii  HI- 


WoiCj 
■pAorGt 


Gradison  Cash  Reserves  Trust 
Gradison  Established  Growth  Fund 
Gradison  Opportunity  Growth  Fund 


Greenspring  Fund 

Suite  322,  The  Quadrangle 
Village  of  Cross  Keys 
Baltimore,  MD  21210 
(301)435-9000* 


Greenspring  Fund 


ST 


■■ffpto 
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Distributor 


Type  of  fund 


Growth  Industry  Shares 

135  South  LaSalle  Street 

Chicago,  IL  60603 

(312)  346-4830  (local);  (800)  635-2886 


Growth  Industry  Shares 


GT  Global  Financial  Services 

50  California  Street 

27th  Floor 

San  Francisco,  CA  941 1 1-4624 

415)  392-6181*  (local);  (800)  824-1580 


Guardian  Investor  Services  Corp 

101  Park  Avenue  South 
New  York,  NY  10003 
'800)221-3253 


juardian  Park  Ave  Fund 


ohn  Hancock  Advisors 

01  Huntington  Avenue 

0th  Floor 

ioston,  MA  02199 

•617)  375-1800  (local);  (800)  225-5291 


lartwell  Funds 

30  Park  Avenue 

3th  Floor 

Jew  York,  NY  10169 

:12)  309-8400*  (local);  (800)  624-3863 


(artwell  Emerging  Growth 
lartwell  Growth  Fund 


taibor  Capital  Appreciation 
iarbor  Growth  Fund 
larbor  International 
Iarbor  Value 


ICA  Securities 

)ne  SeaGate 

oledo,  OH  43666 

U9)  247-2477  (local);  (800)  422-1050 


feine  Management  Group 

O  Box  830 

/estport,  CT  06881 

;00)  522-2564  (local);  (800)  422-2564 


MH  Fund 


leine  Securities 

1  John  F  Kennedy  Parkway 

bort  Hills,  NJ  07078 

.01)  912-2100*  (local);  (800)  448-3863 


"^  11  accept  collea  calls. 


ST 


GT  Global  Growth-America  ST 

GT  Global  Growth-Europe  FO 

GT  Global  Growth-Intl  FO 

GT  Global  Growth-Japan  FO 

GT  Global  Growth-Pacific  FO 

ST  Global  Growth-Worldwide  FO 

ST  Investment-Global  Bond  FO 
ST  Investment-Global  Govt  Income      BD 


ST 


ohn  Hancock  Bond  Trust  BD 

'ohn  Hancock  Global  Trust  FO 

ohn  Hancock  Growth  Trust  ST 

ohn  Hancock  Special  Equities  Trust  ST 

ohn  Hancock  Tax-Exempt  Income  MU 

ohn  Hancock  US  Govt  Guar  Mort  BD 

ohn  Hancock  US  Govt  Securities  BD 

ohn  Hancock  World-Pac  Basin  Eq  FO 


ST 

ST 


ST 
ST 
FO 
ST 


ST 


lutual  Series  Fund-Beacon  ST 

Itttual  Series  Fund-Mutual  Shares  ST 

iutual  Series  Fund-Qualified  ST 


Distributor                                    Type  of  fund 

Heritage  Asset  Management 

880  Carillon  Parkway 

St  Petersburg,  PL  33716 

(813)  573-8143  (local);  (800)  421-4184 

Heritage  Capital  Appreciation 

ST 

Heritage  Cash  Trust 

MM 

Heritage  Income-Growth  Trust 

BA 

Wayne  Hununer  &  Co 

175  West  Jackson  Boulevard 

Chicago,  IL  60604 

(800)  972-5566  (local);  (800)  621-4477 

Wayne  Hummer  Growth  Fund 

ST 

Huntington  Investments 

25 1  South  Lake  Avenue 

Suite  600 

Pasadena,  CA91101 

(818)  440-9688*  (local);  (800)  232-3310 

Huntington  CPI  +  Fund 

BA 

International  Cash-Global 

FO 

lAI Funds 

PC  Box  357 

Minneapolis,  MN  55440 

(612)371-2884 

lAI  Apollo 

ST 

lAI  Bond  Fund 

BD 

lAI  International  Fund 

FO 

LAI  Regional  Fund 

ST 

L\I  Stock  Fund 

ST 

Idex  Management 

PC  Box  9015 

Clearwater,  FL  34618 

(813)  585-6565  (local);  (800)  237-3055 

IDEX  Fund 

ST 

IDEX  II 

ST 

IDEX  Fund  3 

ST 

IDS  Financial  Services 

IDS  Tower  10 

Minneapolis,  MN  55440 

(612)  372-3733  (local);  (800)  328-8300 

IDS  Bond  Fund 

BD 

IDS  California  Tax-Exempt  Fund 

MU 

IDS  Cash  Management  Fund 

MM 

IDS  Discovery  Fund 

ST 

IDS  Equity  Plus 

ST 

IDS  Extra  Income  Fund 

BD 

IDS  Federal  Income  Fund 

BD 

IDS  Growth  Fund 

ST 

IDS  High  Yield  Tax-Exempt  Fund 

MU 

IDS  Insured  Tax-Exempt  Fund 

MU 

IDS  International  Fund 

FO 

IDS  Managed  Retirement  Fund 

ST 

IDS  Michigan  Tax-Exempt  Fund 

MU 

EDS  Minnesota  Tax-Exempt  Fund 

MU 

IDS  Mutual 

BA 

IDS  New  Dimensions  Fund 

ST 

IDS  New  York  Tax-Exempt  Fund 

MU 

IDS  Precious  Metals  Fund 

FO 

IDS  Progressive  Fund 

ST 

IDS  Selective  Fund 

BD 

IDS  Stock  Fund 

ST 

IDS  Strategy-Aggressive  Equity 

ST 

IDS  Strategy-Equity 

ST 

IDS  Strategy-Income 

BD 

IDS  Strategy-Pan  Pacific  Growth 

FO 

IDS  Tax-Exempt  Bond  Fund 

MU 

IDS  Tax-Free  Money  Fund 

MM 

IDS  Utilities  Income 

ST 

Distributor                                     Type  of  fund 

Investment  Trust  of  Boston 

399  Boylston  Street 

Boston,  MA  021 17 

(617)  578-1388*  (local);  (800)  888-4823 

Inv  Trust  of  Boston-Growth  Opport 

ST 

Inv  Trust  of  Boston-Mass  T-F 

MU 

Investors  Security  Co 

1 10  Bank  Street 

Suffolk,  VA  23434 

(804)  539-2396* 

Old  Dominion  Investors'  Trust 

ST 

Ivy  Fund 

40  Industrial  Park  Road 

Hingham,  MA  02043 

(617)  749-1416  (local);  (800)  235-3322 

Ivy  Growth  Fund 

ST 

Ivy  Growth  with  Income  Fund 

ST 

Ivy  International  Fund 

FO 

Janus  Capital 

100  Fillmore  Street 

Suite  300 

Denver,  CO  80206 

(800)525-3713 

Janus  Fund 

ST 

Janus  Twenty  Fund 

ST 

Janus  Venture  Fund 

ST 

Jefferson-Pilot  Investor  Services 

PO  Box  22086 

Greensboro,  NC  27420 

(919)  691-3453  (local);  (800)  458-4498 

JP  Growth  Fund 

ST 

Jones  &  Babson 

2440  Pershing  Road 

Kansas  City,  MO  64108 

(816)  471-5200'  (local);  (800)  422-2766 

Babson  Bond  Trust-Long-Term 

BD 

Babson  Enterprise  Fund 

ST 

Babson  Growth  Fund 

ST 

Babson-Stewart  Ivory  International 

FO 

Babson  Value  Fund 

ST 

Shadow  Stock  Fund 

ST 

UMB  Bond  Fund 

BD 

UMB  Stock  Fund 

ST 
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Fund  Distributors 


Distributor                                   Type  of  fund 

Edward  D  Jones  &  Co 

201  Progress  Parkway 

Maryland  Heights,  MO  63043 

1314)  85 1-2000* 

ED  Jones  Daily  Passport  Cash  Trust 

MM 

Kaufmann  Fund 

1 7  Battery  Place 

Suite  2624 

New  York,  NY  10004 

12121  344-2661  (local);  (800)  237-0132 

Kaufmann  Fund 

ST 

Keffer  Capital  Management 

465  Congress  Street 

Portland,  ME  04101 

(207)879-1900 

Warburg  International  Fund 

FO 

Kemper  Financial  Services 

120  South  LaSalle  Street 

Chicago,  IL  60603 

(312)  781-1121*  (local);  (800)621-1048 

Cash  Equivalent  Fund-Govt 

MM 

Cash  Equivalent  Fund-MM 

MM 

Cash  Equivalent  Fund-T-E  MM 

MM 

Investment  Portfolios-Divers  Inc 

BD 

Investment  Portfolios-Equity 

ST 

Investment  Portfolios-Govt 

BD 

Investment  Portfolios-High  Yield 

BD 

Investment  Portfolios-Total  Return 

BA 

Kemper  Blue  Chip  Fund 

ST 

Kemper  California  Tax-Free  Income 

MU 

Kemper  Diversified  Income  Fund 

BD 

Kemper  Gold  Fund 

ST 

Kemper  Growth  Fund 

ST 

Kemper  High  Yield  Fund 

BD 

Kemper  Income  &  Capital  Preserv 

BD 

Kemper  International  Fund 

FO 

Kemper  Money  Market-Govt  Sees 

MM 

Kemper  Money  Market-MM 

MM 

Kemper  Money  Market-Tax-Exempt 

MM 

Kemper  Municipal  Bond  Fund 

MU 

Kemper  New  York  Tax-Free  Fund 

MU 

Kemper  Summit  Fund 

ST 

Kemper  Technology  Fund 

ST 

Kemper  Total  Return  Fund 

BA 

Kemper  US  Government  Securities 

BD 

Tax-Exempt  California  MM 

MM 

Keystone  Distributors 

99  High  Street 

Boston,  MA  021 10 

(617)  338-3200  (local);  (800)  343-2898 

Keystone  America  Equity  Income 

ST 

Keystone  America  Fund  of  Grow  Stk 

ST 

Keystone  America  Omega 

ST 

Keystone  America  Tax-Free  Income 

MU 

Keystone  Custodian  B-1 

BD 

Keystone  Custodian  B-2 

BD 

Keystone  Custodian  B-4 

BD 

Keystone  Custodian  K-1 

BA 

Keystone  Custodian  K-2 

ST 

Keystone  Custodian  S-1 

ST 

Keystone  Custodian  S-3 

ST 

Keystone  Custodian  S-4 

ST 

Keystone  International  Fund 

FO 

Keystone  Precious  Metals 

FO 

Keystone  Tax-Exempt  Trust 

MU 

Keystone  lax-Free  Fund 

MU 

*Will  accept  collect  calls. 


Distributor                                     Type  of  fund 

Kidder,  Peabody  &  Co 

20  Exchange  Place 

New  York,  NY  10005 

(212)510-5351* 

Kidder,  Peabody  California  T-E  MM 

MM 

Kidder,  Peabody  Equity  Income 

ST 

Kidder,  Peabody  Government  Income 

BD 

Kidder,  Peabody  Premium  Account 

MM 

Kidder,  Peabody  Special  Growth  Fund 

ST 

Kidder,  Peabody  Tax-Exempt  MM 

MM 

Kidder,  Peabody  MarketGuard  I 

ST 

Webster  Cash  Reserve  Fund 

MM 

Kleinwort  Benson 

200  Park  Avenue 

24th  Floor 

New  York,  NY  10166 

(212)  687-2515  (local);  (800)  237-4218 

Kleinwort  Benson-Intl  Equity 

FO 

Landmark  Funds  Broker  Dealer  Services          | 

6  St  James  Avenue 

9th  Floor 

Boston,  MA  021 16 

(617)  423-1679*  (local);  (800)  223-4447 

Landmark  Capital  Growth  Fund 

ST 

Landmark  Growth  &  Income  Fund 

ST 

Landmark  New  York  T-F  Income 

MU 

Landmark  New  York  T-F  Reserves 

MM 

Landmark  Tax-Free  Reserves 

MM 

Legg  Mason  Wood  Walker 

1 1 1  South  Calvert  Street 

21st  Floor 

Baltimore,  MD  21202 

(301)  539-3400  (local);  (800)  822-5544 

Legg  Mason  Cash  Reserve  Trust 

MM 

Legg  Mason  Special  Investment  Trust 

ST 

Legg  Mason  Tax-Exempt  Trust 

MM 

Legg  Mason  Total  Return  Trust 

ST 

Legg  Mason  Value  Trust 

ST 

Lepercq-Istel  Trust 

1675  Broadway 

16th  Floor 

New  York,  NY  10019 

(212)  698-0700 

Lepercq-Istel  Fund 

ST 

Lexington  Management  Corp 

PC  Box  1515 

Park  80  West  Plaza  H 

Saddle  Brook,  NJ  07662 

(201)  845-7300*  (local);  (800)  526-0057 

Lexington  Corp  Leaders  Trust  Fund 

ST 

Lexington  Global  Fund 

FO 

Lexington  GNMA  Income  Fund 

BD 

Lexington  Goldfund 

ST 

Lexington  Growth  Fund 

ST 

Lexington  Research  Fund 

ST 

Lexington  Technical  Strategy  Fund 

ST 

Liberty  Securities 

600  Atlantic  Avenue 

Boston,  MA  02210-2214 

(800)  542-3863 

Liberty  Advantage  US  Govt  Sees 

BD 

Distributor 


Type  of  fund 


Lieber  &  Co 

2500  Westchester  Avenue 

Purchase,  NY  10577 

(914)  694-2020*  (local);  (800)  235-0064 


Evergreen  American  Retirement  ST 

Evergreen  Fund  ST 

Evergreen  Global  Real  Estate  ST 

Evergreen  Limited  Market  Fund  ST 

Evergreen  Tax  Exempt  MM  MM 

Evergreen  Tax  Exempt  MM-Calif  MM 

Evergreen  Total  Return  Fund  ST 

Evergreen  Value  Timing  Fund  ST 


Lincoln  Investment  Planning 

218  Glenside  Avenue 
Wyncote,  PA  19095-1595 

(800)242-1421 


Rightime  Fund 
Rightime  Fund  Blue  Chip 
Rightime  Fund  Growth 


Lindner  Management  Corp 

POBox  11208 

St  Louis,  MO  63105 

(314)  727-5305 


Lindner  Dividend  Fund 
Lindner  Fund 


Lord  Abbett  &  Co 

767  Fifth  Avenue 

11th  Floor 

New  York,  NY  10153-0203 

(800)  821-5129  (local);  (800)  223-4224 


Lutheran  Brotherhood  Securities 

625  Fourth  Avenue  South 

Minneapolis,  MN  55415 

(800)  752-4208  (local);  (800)  328-4552 


Mackenzie  Investment  Management 

PO  Box  5007 

Boca  Raton,  FL  33431 

(800)456-5111 


Madison  Investment  Advisors 

6411  Mineral  Point  Road 

Madison,  WI  53705 

(608)  273-2020*  (local);  (800)  767-0300 


Bascom  Hill  Balanced  Fund 
Bascom  Hill  Investors 


ST 
SI 
STl 


ST 
ST 


Affiliated  Fund  ST 

Lord  Abbett  Bond-Debenture  Fund  BD 

Lord  Abbett  California  Tax-Free  Inc  MU 

Lord  Abbett  Developing  Growth  ST 

Lord  Abbett  Fundamental  Value  ST 

Lord  Abbett  Global  Fund-Equity  FO 

Lord  Abbett  Tax-Free-National  MIA 

Lord  Abbett  Tax-Free-New  York  Mil 

Lord  Abbett  Tax-Free-Texas  '  MIP 

Lord  Abbett  US  Government  Sees  BD 

Lord  Abbett  Value  Appreciation  ST 


Lutheran  Brotherhood  Fund  ST 

Lutheran  Brotherhood  High  Yield  BD 

Lutheran  Brotherhood  Income  Fund  BD 

Lutheran  Brotherhood  Muni  Bond  MU 


^ 


Mackenzie  American  Fimd  S' 

Mackenzie  Canada  Fund  FO 

Mackenzie  Growth  and  Income  Fund  BA 

Mackenzie  No  Amer  Total  Return  BA 


Syr,: 


BA 
ST 
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Distributor 


Type  of  hind 


Mairs  &  Power 

West-2062  First  National  Bank  Building 
St  Paul,  MN  55101 
(6121  222-8478 


Mairs  &  Power  Growth  Fund 
Mairs  &  Power  Income  Fund 


ST 
ST 


Horace  Mann  Growth  Fund 

PO  Box  4657 

Springfield,  IL  62708-4657 

(217)  789-2500  (local);  (800)  999-1030 


Horace  Mann  Growth  Fund 


ST 


Massachusetts  Financial  Services 

PO  Box  2281 

Boston,  MA  02107 

(617)  954-5000*  (local);  (800)  225-2606 


Mass  Capital  Development  Fund  ST 

,  Mass  Cash  Management-Prime  MM 

Mass  Financial  Bond  Fund  BD 

Mass  Financial  Development  Fund  ST 

Mass  Financial  Emerging  Growth  ST 

'  Mass  Financial  High  Income-Series  I  BD 

|-  Mass  Financial  International-Bond  FO 

Mass  Financial  Special  Fund  ST 

Mass  Financial  Total  Return  Trust  BA 

*  Mass  Investors  Growth  Stock  Fund  ST 

( Mass  Investors  Trust  ST 

tMFS  Government  Guaranteed  Sees  BD 

i  MFS  Government  Income  Plus  BD 

MFS  Government  Premium  Account  BD 

MFS  Lifetime  Capital  Growth  Trust  ST 

MFS  Lifetime  Emerging  Growth  ST 

MFS  Lifetime  Global  Equity  Trust  FO 

IMFS  Lifetime  Gold  &  Prec  Met  FO 

MFS  Lifetime  Government  Inc  Plus  BD 

MFS  Lifetime  High  Income  Trust  BD 

MFS  Lifetime  Managed  Muni  Bond  MU 

iMFS  Lifetime  Managed  Sectors  Trust  ST 

MFS  Lifetime  Total  Return  Trust  ST 

'MFS  Managed  California  Muni  Bond  MU 

MFS  Managed  High  Yield  Muni  Bond  MU 

MFS  Managed  M-S  Tax-Ex-Md  MU 

MFS  Managed  M-S  Tax-Ex-Mass  MU 

MFS  Managed  M-S  Tax-Ex-NY  MU 

MFS  Managed  M-S  Tax-Ex-NC  MU 

MFS  Managed  M-S  Tax-Ex-SC  MU 

MFS  Managed  M-S  Tax-Ex-Tenn  MU 

MFS  Managed  M-S  Tax-Ex- Va  MU 

MFS  Managed  M-S  Tax-Ex-W  Va  MU 

MFS  Managed  Muni  Bond  Trust  MU 

MFS  Managed  Sectors  Trust  ST 


Mathematical  Investment  System 

1500  Rockside  Road 

luite  440 

:ieveland,  OH  44131-6809 

216)  642-3000  (local);  (800)  233-1240 


•IIM  Stock  Convert  &  Option  Growth    ST 
rtIM  Stock  Convert  &  Option  Income    ST 


Aathers  Fund 

00  Corporate  North 

■uite  201 

lannockbum,  IL  60015 

708)  295-7400  (local);  (800)  962-3863 


lathers  Fund 


11  accept  collea  calls. 
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STABLE  $1  SHARE  PRICE 


Fidelity  Tax-Free 
Money  Market! 

Our  federally  tax-free  money  market  fund,  Fidelity  Tax- 
Exempt  Money  Marliet  Trust,  seeks  high  current  income  free 
from  federal  income  taxes.  The  fund  also  offers  you: 

•  Stability  of  principal      •  Free  checkwriting 

•  Low  $5,000  minimum    •  24-hour  toll-free  service 

If  you're  in  a  liigher  tax  bracket,  it  may  be  time  to  consider 
Fidelity  Tax-Exempt  Money  Market  Trust.  Call  today  for  more 
information! 


1-800-544-8888  24  Hours 


Fidelity  Tax-Exempt  Money  Market  Trust,  ibr  inon  compktt 

iiilormalion,  including  maiKini'mcnt  Ices  and  (■\i)c'nst's,  call  or  write  for  a  irce  pro- 
spectus. Read  it  careiiilK  before  vou  iinesi  or  send  niones.  Kidelilv  Distrihutors 
Corporation  ((ieneral  Oistrihiiticin  Agent),  !•()  Ho\ (i(>( )()()■),  Dalhis,  !'\  ~S2()()-()()().\ 


Fidelity 


Investments  ® 

CODE:  FORB/TEM/090390 


Vanguard  Money  Market  Reserves  U.S.  Treasury  Portfolio 

HOW  TO  PUT  SAFETY  FIRST 

WITHOUT  PUTTING 

INCOME  SECOND 


If  you  are  seeking  high  current 
money  market  yields  with  the  least 
possible  risk,  consider  Vanguard's 
U.S.  Treasury  Portfolio. 

At  least  75%  of  the  Portfolio's 
net  assets  are  invested  in  direct 
U.S.  Government  obligations, 
chiefly  Treasury  bills;  up  to  25% 
may  be  invested  in  repurchase 
agreements  collateralized  by  U.S. 
Treasury  securities— a  point  inves- 
tors seeking  safety  will  appreciate. 

Because  of  Vanguard's  low- 
cost  advantage,  the  Portfolio  may 
ofifer  higher  yields  than  many  non- 
Treasury  money  market  funds. 
What's  more,  in  over  30  States, 
income  earned  from  Treasury 
securities  is  tax  exempt.  For 
more  information  call  us  toll-free. 


Call  1-800-662-SHIP 

Any  Hour,  Any  Day  For  A  Free 

Money  Market  Information  Kit 

I  Please  send  me  a  free  Vanguard  Money    I 
Market  Reserves  Information  Kit  con- 
taining a  prospectus  with  more  com- 
plete information  on  advisory  fees,  dis- 
tribution charges  and  other  expenses.  I 
will  read  it  carefully  before  I  invest  or 
send  money. 

Vanguard  U.S.  Treasury 

P.O.  Box  2800 

Valley  Forge,  Pennsylvania  19482 

Name 


Address - 

City 


State. 


.  Zip. 


TH^ansjuardGROUP 

*JOf  INVESTMENT  COMPANIES 
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Fund  Distributors 


Distributor                                   Type  of  fund 

Meeschaert  &  Co 

28  Hill  Farm  Road 

Stjohnsbury,  VT  05819 

(802)  748-2400 

Meeschaert  Capital  Accumulation 

ST 

Meridian  Fund 

60  East  Sir  Francis  Drake  Blvd 

Suite  306 

Larkspur,  CA  94939 

(800)  445-5553  (local);  (800)  446-6662 

Meridian  Fund 

ST 

Merrill  Lynch  Funds  Boston 

One  Financial  Center 

15th  Floor 

Boston,  MA  021 11 

(617)  357-1460  (local);  (800)  225-1576 

Merrill  Lynch  Government  Fund 

MM 

Merrill  Lynch  Institutional  Fund 

MM 

Merrill  Lynch  Funds  Distributor 

PO  Box  9011 

Pnnceton,  NJ  08543-9011 

(609)  282-2800'  (local),  (800)  637-3863 

Merrill  Lynch  Basic  Value  Fund 

ST 

Merrill  Lynch  Calif  Muni  Bond 

MU 

Merrill  Lynch  Capital  Fund 

ST 

Merrill  Lynch  Corp-High  Income 

BD 

Merrill  Lynch  Corp-High  Quality 

BD 

Merrill  Lynch  Corp-Intermediate 

BD 

Merrill  Lynch  Equi-Bond  I  Fund 

BA 

Merrill  Lynch  EuroFund 

FO 

Merrill  Lynch  Federal  Securities 

BD 

Merrill  Lynch  Fund  for  Tomorrow 

ST 

Merrill  Lynch  Global  Alloc  Fund 

FO 

Merrill  Lynch  Global  Convertible 

FO 

Merrill  Lynch  Intl  Holdings 

FO 

Merrill  Lynch  Muni-High  Yield 

MU 

Merrill  Lynch  Muni-Insured 

MU 

Merrill  Lynch  Muni-Ltd  Maturity 

MU 

Merrill  Lynch  Municipal  Income 

MU 

Merrill  Lynch  Natural  Res 

ST 

Merrill  Lynch  NY  Muni  Bond 

MU 

Merrill  Lynch  Pacific  Fund 

FO 

Merrill  Lynch  Phoenix  Fund 

BA 

Merrill  Lynch  Ready  Assets  Trust 

MM 

Merrill  Lynch  Retire  Benefit  Inv 

BA 

Merrill  Lynch  Retire  Equity 

ST 

Merrill  Lynch  Redre  Global  Bond 

FO 

Merrill  Lynch  Retire/Income  Fund 

BD 

Merrill  Lynch  Retire  Reserves  Money 

MM 

Merrill  Lynch  Special  Value 

ST 

Merrill  Lynch  Strategic  Div 

ST 

Sci/Tech  Holdings 

ST 

Summit  Cash  Reserves  Fund 

MM 

•Will  accept  collect  calls. 


Distributor                                   Type  of  fund 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Oner  Liberty  Plaza 

165  Broadway 

New  York,  NY  10080 

(212)449-8415 

CBA  Money  Fund 

MM 

CMA  Calif  Tax-Exempt 

MM 

CMA  Government  Securities  Fund 

MM 

CMA  Money  Fund 

MM 

CMA  New  York  Tax-Exempt 

MM 

CMA  Tax-Exempt  Fund 

MM 

Merriman  Investment  Trust 

1200  Westlake  Avenue,  North 

Suite  700 

Seattle,  WA  98109 

(206)  285-8877  (local);  (800)  423-4893 

Merriman  Timed  Asset  Allocation 

BA 

Merriman  Timed  Blue  Chip  Fund 

ST 

Merriman  Timed  Capital  Apprec 

ST 

Mesirow  Investment  Services 

350  North  Clark  Street 

Chicago,  IL  60610 

(312)  670-6035  (local);  (800)  458-5222 

Skyline  Fund-Balanced 

BA 

Skyline  Fund-Special  Equities 

ST 

MetLife  State  Street  Investment 

One  Financial  Center 

30th  Floor 

Boston,  MA  021 11 

(617)  348-2000  (local);  (800)  882-0052 

MetLife-State  Street  Cap  Apprec 

ST 

MetLife-State  Street  Equity  Income 

ST 

MetLife-State  Street  Equity  Inv 

ST 

MetLife-State  Street  Government  Inc 

BD 

MetLife-State  Street  High  Income 

BD 

MetLife-State  Street  Managed  Assets 

BA 

State  Street  Investment  Trust 

ST 

MGF  Distributors 

700  Dixie  Terminal  Building 

Cincinnati,  OH  45202 

(513)  629-2000  (local);  (800)  543-8721 

Midwest  Group  Tax-Free-Ohio  MM 

MM 

Midwest  Income-Intermediate  Govt 

BD 

Midwest  Strategic  Trust-Growth 

ST 

MidAmerica  Management 

4333  Edgewood  Road  NE 

Cedar  Rapids,  lA  52499 

(800)  288-2346  (local);  (800)  288-2346 

MidAmerica  High  Growth  Fund 

ST 

MidAmerica  Mutual  Fund 

ST 

Mimlic  Sales  Corp 

400  North  Robert  Street 

St  Paul,  MN  55101 

(800)  443-3677 

Mimlic  Asset  Allocation  Fund 

BA 

Mimlic  Investors  Fund  I 

ST 

Distributor 


Type  of  fund 


MML  Investor  Services 

1350  Main  Street 

Springfield,  MA  01 103 

(800)  854-9100  (local);  (800)  542-6767 


MassMutual  Integrity-Balanced  Fund      BA 
MassMutual  Integrity-Cap  Apprec  ST 

MassMutual  Integrity- Value  Stock  ST 


Morgan  Keegan  &  Co 

50  North  Front  Street 

Memphis,  TN  38103 

(901)  524-4100  (local);  (800)  366-7426 


Morgan  Keegan  Southern  Capital 


Murphey  Favre 

West  601  Riverside  Avenue 

Spokane,  WA  99201 

(509)  353-3550  (local);  (800)  543-8072 


Mutual  Benefit  Financial  Services  Co 

520  Broad  Street 

Newark,  NJ  07101 

(201)  481-8000*  (local);  (800)  333-4726 


Mutual  Benefit  Fund 


Mutual  of  Omaha  Fund  Management 

10235  Regency  Circle 

Omaha,  NE681I4 

(800)  642-8112  (local);  (800)  228-9596 


National  Financial  Data  Service 

PO  Box  26070 

Kansas  City,  MO  64196-7070 

(816)  435-1700  (local);  (800)  225-8011 


National  Securities  &  Research  Corp 

2  Pickwick  Plaza 

Greenwich,  CT  06830 

(203)  863-5600*  (local);  (800)  223-7757 


ST 


Composite  Bond  &  Stock  Fund  BA 

Composite  Growth  Fund  ST 

Composite  Income  Fund  BD 

Composite  Northwest  50  Fund  ST 

Composite  Tax-Exempt  Bond  Fund  MU 


ST 


Mutual  of  Omaha  America  Fund  BD 

Mutual  of  Omaha  Growth  Fund  ST 

Mutual  of  Omaha  Income  Fund  BA 

Mutual  of  Omaha  Tax-Free  Income  MU 


Neuwirth  Fund  ST 

Pine  Street  Fund  ST 

Winthrop  Focus  Funds-Growth  ST 


California  Tax-Exempt  Bonds  MU 

National  Aggressive  Growth  Fund  ST 

National  Bond  Fund  BD 

National  Federal  Securities  Trust  BD 

Nadonal  Real  Estate  Stock  Fund  ST 

National  Stock  Fund  ST 

National  Strategic  Allocation  Fund  BA 

National  Total  Income  Fund  BA 

National  Total  Return  Fund  BA 
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Distributot 


Type  of  fund 


Nationwide  Financial  Services 

One  Nationwide  Plaza 
Columbus,  OH  43216 
(800)  848-0920 


Nationwide  Bond  Fund  BD 

Nationwide  Fund  ST 

Nationwide  Growth  Fund  ST 

Nationwide  Money  Market  Fund  MM 


Neuberget  &  Herman  Management 

342  Madison  Avenue 

New  York,  NY  10173 

(2121  850-8300*  (local];  (800)  877-9700 


Neubetger  &  Berman  Genesis  Fund  ST 

Neuberger  &  Berman  Guardian  Fund  ST 

Neuberger  &  Berman  Ltd  Mat  Bond  BD 

Neuberger  &  Berman  Manhattan  ST 

Neuberger  &  Berman  Muni  Money  MM 

Neuberger  &  Berman  Partners  Fund  ST 

Neuberger  &  Berman  Sectors  -i-  Energy  ST 


New  England  Securities 

399  Boylston  Street 

Boston,  MA  021 16 

'(6171  267-6600  (local);  (800)  343-7104 


CGM  Capital 
CGM  Mutual 
\ew  England 
New  England 
^Mew  England 
Vew  England 
Vew  England 
Vew  England 
Vew  England 


Development  Fund  ST 

Fund  BA 

Balanced  Fund  ST 

Bond  Income  Fund  BD 

Cash  Mgmt-MM  MM 

Government  Securities  BD 

Growth  Fund  ST 

Retirement  Equity  ST 

Tax-Exempt  Income  MU 


viewton  Fund 

>0  Box  1348 

vlilwaukee,Wl  53201 

414)  347-1141  (local);  (800)  242-7229 


iJewton  Growth  Fund 


ST 


4icholas  Co 

00  North  Water  Street 
4ilwaukee,  WI  53202 

114)272-6133 


Nicholas  Fund 
Nicholas  II 

licholas  Income  Fund 
Nicholas  Limited  Edition 


ST 
ST 
BD 

ST 


Joddings  and  Associates 

wo  MidAmerica  Plaza 

uite  920 

)akbrook  Terrace,  IL  60181 

'081  954-1322*  (local);  (800)  544-7785 


(oddings  Convertible  Strategies 


BA 


1  accept  collect  calls. 


Distributor                                  Type  of  fund 

Nomura  Capital  Management 

180  Maiden  Lane 

29th  Floor 

New  York,  NY  10038 

(212)  208-9300  (local);  (800)  833-0018 

Nomura  Pacific  Basin  Fund 

FO 

Northeast  Investors  Trust 

50  Congress  Street 

10th  Floor,  Room  1000 

Boston,  MA  02109 

(617)  523-3588  (local);  (800)  225-6704 

Northeast  Investors  Growth 

ST 

Northeast  Investors  Trust 

BD 

John  Nuveen  &  Co 

333  West  Wacker  Drive 

Chicago,  IL  60606 

(312)  917-7844*  (local);  (800)  621-7227 

Nuveen  California  T-F-Ins  Bond 

MU 

Nuveen  California  T-F-MM 

MM 

Nuveen  California  T-F-Spec  Bond 

MU 

Nuveen  Insured  Tax-Free  Bond-NatI 

MU 

Nuveen  Insured  Tax-Free  Bond-NY 

MU 

Nuveen  Municipal  Bond  Fund 

MU 

Nuveen  Tax-Exempt  Money  Market 

MM 

Nuveen  Tax-Free  Bond-New  York 

MU 

Nuveen  Tax-Free  Bond-Ohio 

MU 

Nuveen  Tax-Free  MM-Mass 

MM 

Nuveen  Tax-Free  MM-New  York 

MM 

Nuveen  Tax-Free  Reserves 

MM 

NYLife  Securities 

51  Madison  Avenue 

Room  2404 

New  York,  NY  10010 

(800)  522-4202 

MainStay-Capital  Appreciation 

ST 

MainStay-Convertible  Fund 

BA 

MainStay-Global  Fund 

FO 

MainStay-Gold  &  Precious  Metal 

ST 

MainStay-Government  Plus 

BD 

MainStay-High  Yield  Corp  Bond 

BD 

MainStay-Tax-Free  Bond 

MU 

MainStay-Total  Return  Fund 

BA 

MainStay-Value  Fund 

ST 

Distributor                                   Type  of  fund 

Oberweis  Emerging  Growth 

841  North  Lake  Street 

Aurora,  IL  60506 

(800)  942-0850  (local);  (800)  323-6166 

Oberweis  Emerging  Growth 

ST 

Olympic  Trust 

800  West  Sixth  Street 

Suite  540 

Los  Angeles,  C A  90017 

(213)  623-7833  (local);  (800)  346-7301 

Olympic  Trust-Balanced  Income 

BA 

Olympic  Trust-Equity  Income 

ST 

Olympic  Trust-Small  Cap  Fund 

ST 

Oppenheimer  Fund  Management 

PC  Box  300 

Denver,  CO  80201 

(303)  671-3200  (local);  (800)  525-7048 

Advance  America-Equity  Income 

ST 

Champion  High  Yield  Fund 

ST 

Main  Street-Income  &  Growth 

ST 

Oppenheimer  Asset  Allocation  Fund 

BA 

Oppenheimer  Blue  Chip  Fund 

ST 

Oppenheimer  California  Tax-Exempt 

MU 

Oppenheimer  Directors  Fund 

ST 

Oppenheimer  Discovery  Fund 

ST 

Oppenheimer  Equity  Income  Fund 

ST 

Oppenheimer  Fund 

ST 

Oppenheimer  Global  Bio-Tech  Fund 

FO 

Oppenheimer  Global  Fund 

FO 

Oppenheimer  Gold  &  Special  Mins 

ST 

Oppenheimer  High  Yield  Fund 

BD 

Oppenheimer  Money  Market  Fund 

MM 

Oppenheimer  New  York  Tax-Exempt 

MU 

Oppenheimer  Ninety  Ten  Fund 

BA 

Oppenheimer  Premium  Income 

ST 

Oppenheimer  Regency  Fund 

ST 

Oppenheimer  Special  Fund 

ST 

Oppenheimer  Target  Fund 

ST 

Oppenheimer  Tax-Free  Bond  Fund 

MU 

Oppenheimer  Time  Fund 

ST 

Oppenheimer  Total  Return  Fund 

ST 

Oppenheimer  US  Government  Trust 

BD 

Overland  Express 

PC  Box  63084 

Suite  721 

San  Francisco,  CA  94163 

(800)  552-9612 

Overland  Express  Asset  Allocation 

BA 

Overland  Express  Calif  Tax  Free 

MU 

Overland  Express  Tax  Free  MM 

MM 

Pacific  Financial  Research 

9601  Wilshire  Boulevard 

Suite  828 

Beverly  Hills,  CA  90210 

(213)  278-5033* 

Clipper  Fund 

ST 
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Fund  Distributors 


Distributor                                   Type  of  fund 

PaineWebber 

1000  Harbor  Boulevard 

Prospectus  Department,  1st  Floor 

Weehawken,  NJ  07087 

(201)902-7341 

PaineWebber  Asset  Allocation 

BA 

PaineWebber  Calif  Tax-Exempt  Inc 

MU 

PaineWebber  Cashiund 

MM 

PaineWebber  Classic  Growth  &  Inc 

ST 

PaineWebber  Classic  Atlas  Fund 

FO 

PaineWebber  Classic  Growth  Fund 

ST 

PaineWebber  Classic  World 

FO 

PaineWebber  Fixed  Inc-GNMA 

BD 

PaineWebber  Fixed  Inc-High  Yield 

BD 

PaineWebber  Fixed  Inc-Invest  Grade 

BD 

PaineWebber  Master  Energy-Utility 

ST 

PaineWebber  Master  Global  Income 

FO 

PaineWebber  Master  Growth 

ST 

PaineWebber  Master  Income 

BD 

PaineWebber  RMA-CA  Muni  Money 

MM 

PaineWebber  RMA-Money  Market 

MM 

PaineWebber  RMA-NY  Muni  Money 

MM 

PaineWebber  RMA-Retirement 

MM 

PaineWebber  RMA-Tax-Free 

MM 

PaineWebber  Tax-Exempt  Income 

MU 

Pallas  Financial  Corporation 

2325  Crestmoor  Road 

Suite  P200 

Nashville,  TN  37215 

(615)  298-1000  (local);  (800)  251-1970 

Monitrend  Value  Fund 

ST 

Paribas  Asset  Management 

787  Seventh  Avenue 

30th  Floor 

New  York,  NY  10019 

(212)  841-3245* 

Paribas  Trust-Quantus  Equity 

ST 

Parnassus  Financial  Management 

244  California  Street 

San  Francisco,  CA94111 

(415)  362-3505*  (local);  (800)  999-3505 

Parnassus  Fund 

ST 

Pasadena  Group  of  Mutual  Funds 

600  North  Rosemead  Boulevard 

Pasadena,  CA  91107-2101 

(818)  351-9686*  (local);  (800)  882-2855 

Pasadena  Growth  Fund 

ST 

Pax  World  Fund 

224  State  Street 

Portsmouth,  NH  03801 

1603)  431-8022  (local);  (800)  767-1729 

Pax  World  Fund 

BA 

Distributor                                   Type  of  fund 

Peim  Square  Management 

2650  Westview  Drive 

Wyomissing,  PA  19610 

(800)  222-7506  (local);  (800)  523-8440 

Peim  Square  Mutual  Fund 

ST 

Pennsylvania  Mutual  Fund 

1414  Avenue  of  the  Americas 

New  York,  NY  10019 

(212)355-7311  (local);  (800)221-4268 

Pennsylvania  Mutual  Fund 

ST 

Permanent  Portfolio 

PO  Box  5847 

Austin,  TX  78763 

(512)  453-7558  (local);  (800)  531-5142 

Permanent  Portfolios-Permanent 

BA 

Permanent  Portfolios-Treasury  Bill 

BD 

Perritt  Investments 

680  North  Lake  Shore  Drive 

Tower  Suite  2038 

Chicago,  IL60611 

(312)  649-6940  (local);  (800)  338-1579 

Perritt  Capital  Growth 

ST 

GR  Phelps  &  Co 

140  Garden  Street 

MS  305 

Hartford,  CT  06154 

(203)  293-5090'  (local);  (800)  322-2642 

Connecticut  Mutual-Growth 

ST 

Connecticut  Mutual-Total  Return 

BA 

Phoenix  Equity  Planning  Corp 

100  Bright  Meadow  Boulevard 

Enfield,  CT  06082-1989 

(203)  278-8050*  (local);  (800)  243-4361 

Phoenix  Balanced  Fund 

BA 

Phoenix  Convertible  Fund 

BA 

Phoenix  Growth  Fund 

ST 

Phoenix  High  Yield  Fund 

BD 

Phoenix  Stock  Fund 

ST 

Phoenix  Total  Return 

ST 

Pilgrim  Group 

10100  Santa  Monica  Boulevard 

21st  Floor 

Los  Angeles,  CA  90067-41 12 

(213)  551-5440  (local);  (800)  336-3436 

Pilgrim  GNMA  Fund 

BD 

Pilgrim  High  Yield  Trust 

BD 

Pilgrim  MagnaCap  Fund 

ST 

Pioneer  Group 

60  State  Street 

Boston,  MA  02109-1975 

(617)  742-7825*  (local);  (800)  225-6292 

Pioneer  Bond  Fund 

BD 

Pioneer  Fund 

ST 

Pioneer  II 

ST 

Pioneer  Three 

ST 

Distributor 


Type  of  funi 


Piper  Capital  Management 

Piper  Jaffray  Tower 

222  South  9th  Street 

Minneapolis,  MN  55402 

(612)  342-6384  (local);  (800)  333-6000 


Piper  Jaffray  Balanced  Fund 
Piper  Jaffray  Minnesota  Tax-Exempt 
Piper  Jaffray  Money  Market 
Piper  Jaffray  Sector  Performance 
Piper  Jaffray  Tax-Exempt  MM 
Piper  Jaffray  Value  Fund 


Prescott,  Ball  &  Tutben 

1331  Euclid  Avenue 

Cleveland,  OH  441 15 

(216)  696-3360  (local);  (800)  553-5533 


Selected  American  Shares 
Selected  Special  Shares 


T  Rowe  Price  Associates 

100  East  Pratt  Street 

Baltimore,  MD  21202 

(301)  547-2308*  (local);  (800)  638-5660 


Primary  Trend  Fund 

First  Financial  Centre-4th  Floor 
700  North  Water  Street 
Milwaukee,  WI  53202 
(800)  443-6544 


Primary  Trend  Fund 


Princor  Financial  Services  Corp 

711  High  Street 

Des  Moines,  lA  50309 

(515)  247-5711  (local);  (800)  247-4123 


*Will  accept  collect  calls 


BA 
MI 

Mi 
ST 
M/ 
ST 


ST  I 
ST  I 


T  Rowe  Price  Calif  T-F  Inc-Bond  M 

T  Rowe  Price  Calif  T-F  Inc-Money  M 

T  Rowe  Price  Capital  Appreciation  ST 

T  Rowe  Price  Equity  Income  Fund  ST 

T  Rowe  Price  GNMA  Fund  BD 

T  Rowe  Price  Growth  &  income  ST 

T  Rowe  Price  Growth  Stock  Fund  ST 

T  Rowe  Price  High  Yield  Fund  BD 

T  Rowe  Price  International  Bond  FO 

T  Rowe  Price  Intl  Discovery  FO" 

T  Rowe  Price  International  Stock  FO 

T  Rowe  Price  Maryland  T-F  Bond  M 

T  Rowe  Price  New  America  Growth  ST 

T  Rowe  Price  New  Era  Fund  ST 

T  Rowe  Price  New  Horizons  Fund  ST 

T  Rowe  Price  New  Income  Fund  BD 

T  Rowe  Price  New  York  T-F  Bond  MU 

T  Rowe  Price  New  York  T-F  Money  MM 

T  Rowe  Price  Prime  Reserve  Fund  MIM 

T  Rowe  Price  Science  &  Technology  ST 

T  Rowe  Price  Short-Term  Bond  Fund  BD 

T  Rowe  Price  Small-Cap  Value  Fund  ST 

T  Rowe  Price  Tax-Exempt  Money  MM 

T  Rowe  Price  Tax-Free  High  Yield  MU 

T  Rowe  Price  Tax-Free  Income  Fund  MU 

T  Rowe  Price  T-F  Short-Intermediate  MU 


I 


ST 


Princor  Aggressive  Growth  Fund  ST 

Princor  Capital  Accumulation  Fund  ST 

Princor  Growth  Fund  ST 

Princor  Managed  Fund  BA 

Princor  World  Fund  FO 
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graphed  in  Nanmcket,  Massachusetts 


F  YOUR  RETIREMENT  ISN'T  FAR  OFF,  YOUR  FINANCIAL 

PARTNER  SHOULD  BE  CLOSE  AT  HAND. 

Providing  for  retirement  can  be  an  occupation 
in  itselE  But  our  representatives  can  make  the 
„  |ob  easier. 

They'll  help  you  figure  out  how  much  yearly 
income  you'll  need  for  a  comfortable  retirement 
and  how  to  maximize  your  retirement  portfolio. 
They'll  even  help  you  accelerate  your  program  if 
you  started  late. 

Call  1-800-662-2448,  Ext.  859  for 
our  free  booklet,  "Retirement  Planning: 
How  to  Prepare  for  a  Financially  Secure 
Retirement."  It  covers  annuities,  pension 
plans,  and  401(k)s,  and  explains  which 
options  offer  the  most  secure  savings  and 
the  most  dependable  income. 

That  way,  when  it's  time  to  finish  working  at 
one  job,  you  won't  have  to  start  another. 

The  New  England.  Your  Financial  Partner, 
Your  Financial  Future. 


mQ  The  New  England® 

HBBI      Your  Financial  Partner 

The  name  "The  New  England"  and  the  monogram  are  registered  service  marks  of  New  England 
Mutual  Life  Insurance  Company.  Boston.  Massachusetts 


Fund  Distributors 


Distributor                                   Type  of  fund 

ProvidentMutual  Financial  Svcs 

POBox  15627 

Christiana  Executive  Campus 

Wilmington,  DE  19850 

(302)  456-1010»  (local);  (800)  441-9490 

ProvidentMutual  Convertible  Sees 

BA 

ProvidentMutual  Growth  Fund 

ST 

ProvidentMutual  Investment  Shares 

ST 

ProvidentMutual  Pennsylvania  T-F 

MU 

ProvidentMutual  Total  Return  Trust 

BA 

ProvidentMutual  US  Govt  Fund  for  Inc 

BD 

ProvidentMutual  Value  Shares 

ST 

ProvidentMutual  World  Fund 

FO 

Prudent  Speculator  Group 

4023  West  Sixth  Street 

Los  Angeles,  CA  90020 

(213)  252-9000*  (local);  (800)  444-4778 

Prudent  Speculator  Leveraged  Fund 

ST 

Prudential-Bache 

One  Seaport  Plaza 

Mutual  Funds- 18th  Floor 

New  York,  NY  10292 

(800)225-1852 

Command  Money  Fund 

MM 

Command  Tax-Free  Fund 

MM 

Pru-Bache  Bond-Insured 

MU 

Pru-Bache  California  Municipal 

MU 

Pru-Bache  Equity  Fund 

ST 

Pru-Bache  Equity  Income 

ST 

Pru-Bache  FlexiFund-Aggressive 

ST 

Pru-Bache  FlexiFund-Conservative 

ST 

Pru-Bache  Global  Fund 

FO 

Pru-Bache  Global  Genesis 

FO 

Pru-Bache  Global  Natural  Res 

FO 

Pru-Bache  GNMA  Fund 

BD 

Pru-Bache  Government  Plus 

BD 

Pru-Bache  Govt  Secs-Intermediate 

BD 

Pru-Bache  Govt  Secs-Money  Market 

MM 

Pru-Bache  Growth  Opportunity 

ST 

Pru-Bache  High  Yield  Fund 

BD 

Pru-Bache  Income Vertible  Plus 

BA 

Pru-Bache  Moneymart  Assets 

MM 

Pru-Bache  Muni-Arizona 

MU 

Pru-Bache  Muni-High  Yield 

MU 

Pru-Bache  Muni-Maryland 

MU 

Pru-Bache  Muni-Massachusetts 

MU 

Pru-Bache  Muni-Michigan 

MU 

Pru-Bache  Muni-New  Jersey 

MU 

Pru-Bache  Muni-New  York 

MU 

Pru-Bache  Muni-New  York  MM 

MM 

Pru-Bache  Muni-North  Carolina 

MU 

Pru-Bache  Muni-Ohio 

MU 

Pru-Bache  Muni-Peimsylvania 

MU 

Pru-Bache  National  Municipals 

MU 

Pru-Bache  Option  Growth  Fund 

ST 

Pru-Bache  Research  Fund 

ST 

Pru-Bache  Tax-Free  Money  Fund 

MM 

Pru-Bache  US  Government 

BD 

Pru-Bache  Utility  Fund 

ST 

'Will  accept  collect  calls. 


Distributor                                    Type  of  fund 

Putnam  Financial  Services 

PC  Box  2701 

Boston,  MA  02208 

(617)  292-1000  (local);  (800)  225-1581 

Putnam  California  Tax-Exempt  Inc 

MU 

Putnam  California  Tax-Exempt  MM 

MM 

Putnam  Convertible  Income-Growth 

BA 

Putnam  Daily  Dividend  Trust 

MM 

Putnam  Diversified  Income  Trust 

BD 

Putnam  Energy-Resources  Trust 

ST 

Putnam  Fund  for  Growth  &  Income" 

ST 

George  Putnam  Fund  of  Boston 

BA 

Putnam  Global  Governmental  Trust 

FO 

Putnam  GNMA  Plus  Trust 

BD 

Putnam  Health  Sciences  Trust 

ST 

Putnam  High  Income  Government 

BD 

Putnam  High  Yield  Trust 

BD 

Putnam  High  Yield  Trust  II 

BD 

Putnam  Income  Fund 

BD 

Putnam  Information  Sciences  Trust 

ST 

Putnam  International  Equities  Fund 

FO 

Putnam  Investors  Fund 

ST 

Putnam  Massachusetts  Tax-Ex  Inc 

MU 

Putnam  Michigan  Tax-Exempt  Inc 

MU 

Putnam  Minnesota  Tax-Exempt  Inc 

MU 

Putnam  New  York  Tax-Exempt  Inc 

MU 

Putnam  New  York  Tax-Exempt  MM 

MM 

Putnam  Ohio  Tax-Exempt  Income 

MU 

Putnam  Option  Income  Trust 

ST 

Putnam  Option  Income  Trust  II 

ST 

Putnam  OTC  Emerging  Growth  Fund 

ST 

Putnam  Tax-Exempt  Income  Fund 

MU 

Putnam  Tax-Exempt  Money  Market 

MM 

Putnam  Tax-Free  Income-High  Yield 

MU 

Putnam  Tax-Free  Income-Insured 

MU 

Putnam  US  Govt  Guaranteed  Sees 

BD 

Putnam  Vista  Basic  Value 

ST 

Putnam  Voyager  Fund 

ST 

Quest  Distributors 

1414  Avenue  of  the  Americas 

New  York,  NY  10019 

(212)  355-7311*  (local);  (800)  221-4268 

Royce  Fund-Total  Return 

BA 

Royce  Fund-Value 

ST 

Quest  for  Value 

200  Liberty  Street 

World  Financial  Center,  37th  Floor 

New  York,  NY  10281 

(212)  667-7587  (local);  (800)  232-3863 

Quest  for  Value-Asset  Allocation 

BA 

Quest  for  Value  Fund 

ST 

James  B  Rea 

10966  Chalon  Road 

Los  Angeles,  CA  90077 

(213)  208-2282*  (local);  (800)  433-1998 

Rea-Graham  Balanced  Fund 

BA 

Reich  &  Tang  LP 

100  Park  Avenue 

28th  Floor 

New  York,  NY  10017 

(212)  370-1240*  (local),  (800)  221-3079 

California  Daily  Tax-Free  Income 

MM 

Connecticut  Daily  Tax-Free  Income 

MM 

Daily  Tax-Free  Income  Fund 

MM 

Empire  Tax-Free  Money  Market 

MM 

Michigan  Daily  Tax-Free  Income 

MM 

Reich  &  Tang  Equity  Fund 

ST 

Short-Term  Income-Money  Market 

MM 

Distributor 


Type  of  fund 


Resrv  Partners 

810  Seventh  Avenue 

35th  Floor 

New  York,  NY  10019 

(800)  637-1700  (local);  (800)  223-5547 


Reserve  Fund-Government 
Reserve  Fund-Primary 
Reserve  New  York  Tax-Exempt-NY 
Reserve  Tax-Exempt-Connecticut 
Reserve  Tax-Exempt-Interstate 


Review  Management  Corp 

POBox  1537 

Suite  228 

Fort  Washington,  PA  19034-1537 

(215)  643-2510*  (local);  (800)  523-2578 


European  Emerging  Companies  Fund 
Ovet-the-Counter  Securities  Fund 


Robertson,  Stephens  &  Co 

One  Embarcadero  Center 

Suite  3100 

San  Francisco,  CA  941 1 1 

(415)  781-9700  (local);  (800)  288-7726 


RCS  Emerging  Growth 


Rochester  Fund  Distributors 

379  Park  Avenue 
Rochester,  NY  14607 
(716)  442-5500* 


Rodney  Square  Funds 

c/o  Provident  Financial  Processing 

PC  Box  8950 

Wilmington,  DE  19899 

(302)  479-1086*  (local);  (800)  992-5084 


Rodney  Square  International  Equity 
Rodney  Square  Fund-MM 
Rodney  Square  Multi-Growth      ' 
Rodney  Square  Multi-Total  Return 
Rodney  Square  Multi- Value 
Rodney  Square  Tax-Exempt 


Ruane,  Cunniff  &  Co 

1370  Avenue  of  the  Americas 
New  York,  NY  10019 
(212)  245-4500 


Sequoia  Fund 


Rushmore  Group 

4922  Fairmont  Avenue 

Bethesda,MD  20814 

(301)  657-1500*  (local);  (800)  343-3355 


American  Gas  Index  Fund 
Fund  for  Govt  Investors 
Rushmore-OTC  Index  Plus 
Rushmore-Stock  Market  Index  Plus 


Safeco  Securities 

Safeco  Plaza 

T-15 

Seattle,  WA  98185 

(206)  545-5530  (local);  (800)  426-6730 


MM 

MM 
MM 

Mivi  r" 

MIV 


FO 

ST 


ST 


Rochester  Convertible  Fund  BA 

Rochester  Fund  Municipals  MU 

Rochester  Tax  Managed  Fund  ST 


ST 


ST 


\ 


Safeco  California  Tax-Free  Income  MU 

Safeco  Equity  Fund  ST 

Safeco  Growth  Fund  ST 

Safeco  Income  Fund  ST 

Safeco  Municipal  Bond  Fund  MU 
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distributor 


Type  of  fund 


lalomon  Brothers  Asset  Management 

15  Water  Street 

14th  Floor 

<Sew  York,  NY  10041 

2121  668-8578*  (local);  (800)  221-5350 


iaiomon  Brothers  Capital  Fund  ST 

ialomon  Brothers  Investors  Fund  ST 

iaiomon  Brothers  Opportunity  Fund       ST 


IBSF  Funds 

^5  Rockefeller  Plaza 

i3rd  Floor 

view  York,  NY  10111 

212)  903-1200  (local);  (800)  422-7273 


BSF-Growth  Fund 


chafer  Value  Trust 

10  Carnegie  Center 
rinceton,  NJ  08540 
i09)  936-1200 


chafer  Value  Fund 


chield  Portfolios  Securities 

90  Union  Boulevard 
uite  410 

,'enver,  CO  80228 
001  247-9331  (local);  (800)  826-8154 


:hield-Timed  Asset  Allocation 


;udder  Fund  Distributors 

)0  federal  Street 
iSton,  MA  02110 
00)  225-2470 


iccept  coUea  calls. 


ST 


ST 


BA 


lARP  Growth-Capital  Growth  ST 

ARP  Growth-Growth  &  Income  ST 

ARP  lacome-GNMA  &  US  Treas  BD 

\RP  Income-High  Quality  Bond  BD 

\RP  Insured  T-F  Inc-GenI  Bond  MU 

pan  Fund  FO 

udder  California  Tax  Free  Fund  MU 

judder  California  Tax-Free  Money  MM 

udder  Capital  Growth  ST 

udder  Cash  Investment  Trust  MM 

udder  Development  Fund  ST 

judder  Equity  Income  ST 

judder  Fund-Lazard  Equity  ST 

ludder  Fund-Managed  Tax-Free  MM 

udder  Global  Fund  '  FO 

tidder  GNMA  Fund  BD 

;  udder  Gold  Fund  ST 

•  rudder  Growth  &  Income  Fund  ST 

I  Udder  High  Yield  Tax  Free  Fund  MU 

'  I  adder  Income  Fund  BD 

!  adder  International  Bond  FO 

i  idder  International  Fund  FO 

I  idder  Managed  Municipal  Bonds  MU 

Sidder  Massachusetts  Tax  Free  MU 

idder  NY  Tax  Free  Fund  MU 

I  J  idder  NY  Tax-Free  Money  Fund  MM 

1  i  idder  Ohio  Tax  Free  Fund  MU 

idder  Short  Term  Bond  Fund  BD 

idder  Tax-Free  Money  Fund  MM 


Distributor                                  Type  of  fund 

Securities  Management  &  Research 

Two  Moody  Plaza 

Galveston,  TX  77550 

(800)231-4639 

American  National  Growth  Fund 

ST 

American  National  Income  Fund 

ST 

Triflex  Fund 

BA 

Security  Distributors 

700  Harrison  Street 

Topeka,  KS  66636 

(800)  888-2461 

Security  Action  Fund 

ST 

Security  Equity  Fund 

ST 

Security  Income-Corporate  Bond 

BD 

Security  Investment  Fund 

ST 

Security  Omni  Fund 

ST 

Security  Ultra  Fund 

ST 

Seligman  Marketing 

130  Liberty  Street 

New  York,  NY  10006 

(800)  522-6869  (local);  (800)  221-2450 

Seligman  Calif  Tax-Exempt-High  YId 

MU 

Seligman  Calif  Tax-Exempt-Quality 

MU 

Seligman  Capital  Fund 

ST 

Seligman  Common  Stock  Fund 

ST 

Seligman  Commun  &  Information 

ST 

Seligman  Growth  Fund 

ST 

Seligman  Income  Fund 

BA 

Seligman  New  Jersey  Tax-Exempt 

MU 

Seligman  Penn  Tax-Exempt-Quality 

MU 

Seligman  Tax-Exerapt-Colorado 

MU 

Seligman  Tax-Exempt-Louisiana 

MU 

Seligman  Tax-Exempt-Maryland 

MU 

Seligman  Tax-Exempt-Mass 

MU 

Seligman  Tax-Exempt-Michigan 

MU 

Seligman  Tax-Exempt-Minnesota 

MU 

Seligman  Tax-Exempt-Missouri 

MU 

Seligman  Tax-Exempt-National 

MU 

Seligman  Tax-Exempt-New  York 

MU 

Seligman  Tax-Exempt-Ohio 

MU 

Seligman  Tax-Exempt-Oregon 

MU 

Seligman  Tax-Exempt-SC 

MU 

Sentry  Equity  Services 

1800  North  Point  Drive 

A3/32 

Stevens  Point,  WI  54481 

(800)  533-7827 

Sentry  Fund 

ST 

Distributor                                     Type  of  fund 

Shearson  Lehman  Hutton 

One  Western  Union  Plaza 

15  th  Floor 

New  York,  NY  10004 

(212)  528-2744 

SLH  Aggressive  Growth 

ST 

SLH  Appreciation  Fund 

ST 

SLH  California  Daily  Tax-Free 

MM 

SLH  California  Municipals 

MU 

SLH  Daily  Dividend 

MM 

SLH  Daily  Tax-Free  Dividend 

MM 

SLH  Equity-Growth  &  Opportunity 

ST 

SLH  Equity-International 

FO 

SLH  Equity-Sector  Analysis 

ST 

SLH  Equity-Strategic  Investors 

ST 

SLH  Fundamental  Value  Fund 

ST 

SLH  Global  Opportunities 

FO 

SLH  Government  &  Agencies 

MM 

SLH  High  Yield  Fund 

BD 

SLH  Income-Convertible  Sees 

BA 

SLH  Income-Global  Bond 

FO 

SLH  Income-High  Income 

BD 

SLH  Income-Mortgage  Sees 

BD 

SLH  Income-Option  Income 

ST 

SLH  Income-Tax-Exempt  Income 

MU 

SLH  Income-Utilities 

BA 

SLH  Investment-Directions  Value 

ST 

SLH  Investment-European 

FO 

SLH  Investment-Global  Equity 

FO 

SLH  Investment-Government  Sees 

BD 

SLH  Investment-High  Grade 

BD 

SLH  Investment-Growth 

ST 

SLH  Investment-Precious  Metals 

ST 

SLH  Investment-Special  Equities 

ST 

SLH  Managed  Govt 

BD 

SLH  Managed  Municipals 

MU 

SLH  Multi  Opportunity  LP 

ST 

SLH  New  Jersey  Municipals 

MU 

SLH  New  York  Daily  Tax-Free 

MM 

SLH  New  York  Municipals 

MU 

SLH  Precious  Metals  &  Mins 

FO 

SLH  Principal  Ret-Zero  &  Apprec 

ST 

SLH  Small  Capitalization 

ST 

SLH  Teleconimiinications-Growth 

ST 

Sheffield  Investments 

41  Madison  Avenue 

New  York,  NY  10010 

(212)  779-7979*  (local),  (800)  922-7771 

Blanchard  Precious  Metals  Fund 

ST 

Blanchard  Strategic  Growth 

ST 

Sherman,  Dean  Fund 

6061  NW  Expressway 

Suite  465 

San  Antonio,  TX  78201 

(512)  735-7700  (local);  (800)  247-6375 

Sherman,  Dean  Fund 

ST 
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Fund  Distributors 


I 


Distributor                                   Type  of  fund 

Siebel  Capital  Mauagement 

80  East  Sir  Francis  Drake  Blvd 

Larkspur,  CA  94939 

(415)461-3850 

Adam  Investors 

ST 

Signature  Financial  Group 

6  Saint  James  Avenue 

9th  Floor 

Boston,  MA  02116 

(617)423-0800 

FundTrust-Aggressive  Growth 

ST 

FundTrust-Growth 

ST 

FundTrust-Growth  &  Income 

BA 

FundTrust-Managed  Toul  Return 

ST 

Sit  Investment  Associates 

90  South  7th  Street 

Suite  4600 

Minneapolis,  MN  55402 

1612)  332-3223  (local);  (800)  332-5580 

Sit  New  Beginning  Growth  Fund 

ST 

Sit  New  Beginning  Income  &  Growth 

ST 

Smith  Barney,  Harris  Upham  &  Co 

1345  Sixth  Avenue 

New  York,  NY  10105 

(212)  698-5349  (local);  (800)  544-7835 

Muni  Bond  Funds-California 

MU 

Muni  Bond  Funds-National 

MU 

Muni  Bond  Funds-New  York 

MU 

National  Liquid  Reserves-Cash 

MM 

National  Liquid  Reserves-Retire 

MM 

Smith  Barney  Equity  Fund 

ST 

Smith  Barney-Income  &  Growth 

ST 

Smith  Barney-US  Government 

BD 

Tax-Free  Money  Fund 

MM 

Vantage  Money  Market-Cash 

MM 

Sogen  Securities  Corp 

50  Rockefeller  Plaza 

New  York,  NY  10020 

(212)  957-3800  (local);  (800)  334-2143 

SoGen  International  Fund 

ST 

Soimd  Shore  Fund 

POBox  1810 

Greenwich,  CT  06836 

(203)629-1980 

Sound  Shore  Fund 

ST 

Southeastern  Asset  Management 

860  Ridgelake  Boulevard 

Suite  301 

Memphis,  TN  38119 

(901)  761-2474'  (local);  (800)  445-9469 

SAM  Small  Cap  Fund 

ST 

SAM  Value  Trust 

ST 

Sovereign  Advisers 

985  Old  Eagle  School  Road 

Suite  515A 

Wa^'ne,  PA  19087 

(215)  254-0703' 

Sovereign  Investors 

ST 

*Will  accept  collect  calls. 


Distributor                                   Type  of  fund 

State  Bond  Sales  Corp 

8500  Normandale  Lake  Boulevard 

Minneapolis,  MN  55437 

(507)  354-2144*  (local);  (800)  328-4735 

State  Bond  Common  Stock  Fund 

ST 

State  Bond  Diversified  Fund 

ST 

State  Bond  Progress  Fund 

ST 

Steadman  Security  Corp 

1730  K  Street  NW 

Suite  904 

Washington,  DC  20006 

(202)  223-1000  (local);  (800)  424-8570 

Steadman  American  Industry  Fund 

ST 

Steadman  Associated  Fund 

ST 

Steadman  Investment  Fund 

ST 

Steadman  Oceanographic  Tech  &  Gr 

ST 

Stein  Roe  &  Famham 

POBox  1131 

Chicago,  IL  60690 

(800)  338-2550 

SteinRoe  Capital  Opportunities 

ST 

SteinRoe  High  Yield  Municipals 

MU 

SteinRoe  Cash  Reserves 

MM 

SteinRoe  Intermediate  Bond  Fund 

BD 

SteinRoe  International  Growth 

FO 

SteinRoe  Managed  Municipals 

MU 

SteinRoe  Special  Fund 

ST 

SteinRoe  Stock  Fund 

ST 

SteinRoe  Tax-Exempt  Money  Fund 

MM 

SteinRoe  Total  Return  Fund 

BA 

Stonebridge  Capital 

1801  Century  Park  East 

Suite  1800 

Los  Angeles,  CA  90067 

(213)277-1450 

National  Industries  Fund 

ST 

Strategic  Distributors 

2030  Royal  Lane 

Dallas,  TX  75229 

(214)  484-1326»  (local);  (800)  527-5027 

Strategic  Gold/Minerals  Fund 

ST 

Strategic  Investments  Fund 

FO 

Strategic  Silver  Fund 

ST 

Stratton  Management 

610  West  Germantown  Pike 

Suite  361 

Plymouth  Meeting,  PA  19462 

(215)  941-0255*  (local);  (800)  634-5726 

Stratton  Growth  Fund 

ST 

Stratton  Monthly  Dividend  Shares 

ST 

Strong/Coraeliuson  Capiul  Management           | 

PO  Box  2936 

Milwaukee,  WI  53201-2936 

(414)  359-1400*  (local);  (800)  368-3863 

Strong  Advantage  Fund 

BD 

Strong  Discovery  Fund 

ST 

Strong  Income  Fund 

BD 

Strong  Investment  Fund 

BA 

Strong  Money  Market  Fund 

MM 

Strong  Tax-Free  Money  Market  Fund 

MM 

Strong  Opportunity  Fund 

ST 

Strong  Total  Return  Fund 

BA 

Distributor 


Type  of 


SunAmerica  Asset  Management 

10  Union  Square  East 

New  York,  NY  1 1003 

(800)  858-8850  (local);  (800)  821-5100 


Home  Investors  Govt  Guaranteed  Inc 
SunAmerica  Capital  Appreciation 
SunAmerica  Equity-Aggressive  Grow 
SunAmerica  Equity-Growth 
SunAmerica  Income-Convert  Sees 
SunAmerica  Multi-Asset-Tot  Return 


TBC  Funds  Distributor 

103  Bellevue  Parkway 

Wilmington,  DE  19809 

(302)  792-6400  (local);  (800)  441-7379 


HT  Insight-Convertible  Fund 
HT  Insight-Equity  Fund 
HT  Insight-Tax-Free  MM  Fund 
Pierpont  Capital  Appreciation  Fund 
Pierpont  Equity  Fund 
Pierpont  Money  Market 
Pierpont  Tax-Exempt  Bond  Fund 
Pierpont  Tax-Exempt  Money  Market 


MA 


Ml   MIM 


Templeton  Funds  Distributors 

700  North  Central  Avenue 

St  Petersburg,  FL  33701-3628 

(813)  823-8712  (local);  (800)  237-0738 


bti(tli( 

0F'i»l9: 


Templeton  Foreign  Fund 
Templeton  Global 
Templeton  Growth  Fund 
Templeton  Income  Fund 
Templeton  World  Fund 


Thompson,  Unger  &  Plumb 

PO  Box  55320 
Madison,  WI  53705 
(608)231-1676* 


Thompson,  Unger  &  Plumb  Fund 


miiim 


FO  liliitju, 
FO  WChm, 
BA  WiCtniui 
ST  ttCtntiu 

a  IlllCeDtlll 

i  Ctniji 
III  Ceniii 
WiCentu 


Thomson  McKinnon  Asset  Management 

One  State  Street  Plaza 

New  York,  NY  10004 

(212)  482-5894  (local);  (800)  628-1237 


Cash  Accumulation-National  MM 
Cash  Accumulation-National  Tax-Ex 
Thomson  McKinnon-Global 
Thomson  McKinnon-Growth 
Thomson  McKinnon-Income 
Thomson  McKinnon-Opportunity 
Thomson  McKinnon-Prec  Metals 
Thomson  McKinnon-US  Govt 


Thomburg  Securities 

1 19  East  Marcy  Street 

Suite  202 

Santa  Fe,  NM  87501 

(505)  984-0200  (local);  (800)  847-0200 


ST'nilitiiQij, 


ilicc 


Limited  Term  Municipal-California 
Limited  Term  Municipal-National 


Ml 
MU 


'^■lervi 
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Distributor                                     Type  of  fund 

Iransamerica 

1000  Louisiana 

suite  6000 

Houston,  TX  77002-5098 

8001  999-3863 

Transamerica  Govt  Securities 

BD 

Tiansamerica  Growth  &  Income 

BA 

rcansamerica  Inv  Quality  Bond 

BD 

rransamerica  Lowry  Market  Timing 

ST 

Transamerica  Special  Blue  Chip  Fund 

ST 

rransamerica  Special  Convert  Sees 

BA 

rransamerica  Special  Emerging  Grow 

ST 

rransamerica  Special  Global  Growth 

FO 

rransamerica  Special  Natural  Res 

ST 

"ransamerica  Sunbelt  Growth  Fund 

ST 

rransamerica  Technology  Fimd 

ST 

"rusteed  Fimds 

>ne  Winthrop  Square 

■oston,  MA  021 10 

iOOl  462-1199  (local);  (800|  343-2902 

commonwealth  Investment-Balanced 

BA 

l^ommonwealth  Investment-Growth 

ST 

'wentieth  Century  Investors 

O  Box  419200 

ansas  City,  MO  64141-6200 

;16)  531-5575  (local];  (800)  345-2021 

'0th  Century  Balanced  Fund 

BA 

'3th  Century  Cash  Reserve 

MM 

'Jth  Century  Giftrust  Investors 

ST 

0th  Century  Growth  Investors 

ST 

'i)th  Century  Heritage  Investors 

ST 

hh  Century  Select  Investors 

ST 

hh  Century  Ultra  Investors 

ST 

Hh  Century  US  Governments 

BD 

hh  Century  Vista  Investors 

ST 

yndall  Distributors 

JOO  Forest  Avenue 

lite  223 

ichmond,  VA  23229 

op)  527-9500 

irndall  World-Tiger  Fund 

FO 

irndall  World-TV  EuroPacific  Fund 

FO 

ufied  Management.  Corp 

)  Box  61 10 

dianapolis,  IN  46206-6110 

17)  634-3300  (local);  (800)  862-7283 

laified  Growth  Fund 

ST 

liified  Income  Ftmd 

BA 

■  jiified  Mutual  Shares 

ST 

iiited  Services  Advisors 

h  Box  29467 

Q  Antonio,  TX  78229-0467 

12)  696-1234*  (local);  (800)  873-8637 

i    lited  Services-Global  Resources 

FO 

i    lited  Services-Gold  Shares  Fund 

FO 

•    lited  Services-Good  &  Bad 

ST 

lited  Services-Growth  Fund 

ST 

lited  Services-Income  Fund 

ST 

lited  Services-New  Prospector 

FO 

V(  accept  collect  calls 


•' 


Time  to  clean  up  your  investment  portfolio. 

If  your  current  mutual  fund  is  top-heavy  in  low-quality  issues,  now's  the  time  to 
switch.  Consider  these  no-load,  quality  income  funds:  THE  PRIMARY  MONEY 
MARKET  FUND  with  emphasis  on  short-term  obligations  and  government  issues . . . 
THE  PRIMARY  INCOME  FUND  highly  flexible,  with  more  than  25%  of  its  assets  in 
quality  utilities . . .  THE  PRIMARY  U.S.  GOVERNMENT  FUND  with  a  pool  of  U.S. 
government-backed  debt  securities . . .  Start  with  as  little  as  fifty  dollars.  You  can  use 
the  phone  to  access  the  Money  Market  Fund.  Call  now.  Get  a  small  prospectus  that 
describes  all  three  of  these  quality  funds.  Please  read  it  carefully  before  you  switch. 

THE  NO  LOAD  FAMILY  OF 
PRIMARY  TREND  FUNDS 


1-800-443-6544 


Managed  by  the  advisers  to  The  Primary  Trend  Fund.  700  N.  Water  St.,  Milwaukee,  Wl  53202 


62  years  of  dividend  payments  like  clockworic 

PUT  WELLINGTON  FUND'S 

TIME-TESTED  STRATEGY  TO  WORK 

FOR  YOU. 


If  you're  seeking  income  and 
growth,  but  your  risk-tolerance  is 
low,  consider  Vanguard's  Wellington 
Fund.  It  was  America's  first  balanced 
fund  and,  over  its  62-year  lifetime, 
has  never  missed  a  quarterly  divi- 
dend payment. 

Wellington  seeks  to  provide 
durable  current  income  plus  capital 
growth  while  conserving  your 
principal.  The  Fund  invests  in  high- 
quality  stocks  balanced  with  invest- 
ment-grade bonds.  Its  investment 
approach  is  similar  to  that  followed 
by  most  of  the  nation's  large  corpo- 
rate pension  funds. 

Plus,  get  these  Vanguard  benefits: 

•  No  sales  charges,  redemption  fees, 
or  12b-l  fees. 

•  Option  to  automatically  reinvest 
any  capital  gains  and  dividends. 

•  Minimum  initial  investment: 
$3,000;  IRAs,  $500. 


Call  1'800'662-SHiP 

24  Hours,  7  Days 

for  a  free  Wellington  Fund 

Jof ormation  Kit 

Please  send  me  a  free  Wellington  Fund 
Information  Kit 

I  understand  it  contains  a  prospectus 

with  more  complete  information  on 

advisory  fees,  distribution  charges  and 

other  expenses.  1  will  read  it  carefully 

before  I  invest  or  send  money 

Also  send  information  on  D  IRA  (71) 

nKeogh/Pension(70). 

Vanguard  Wellington  Fund 

P.O.  Box  2800 

Valley  Forge,  Pennsylvania  19482 

Name 


Address - 
City 


State - 

(21) 


-Zip. 


TH^ariOTardGROUP 

*^OF  INVESTMENT  COMPANIES  s 
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Fund  Distributors 


Distributor                                   Type  of  fund 

US  Boston  Investment 

6  New  England  Executive  Park 

Burlington,  MA  01803 

16171272-6420 

US  Boston  Inv-Foteign  G&I 

FO 

US  Boston  Inv-Growth  &  Income 

ST 

USAA  Investment  Management 

USAA  Building 

San  Antonio,  TX  78284-9855 

(512)  498-8181  (local),  (800|  531-8181 

USAA  Investment-Balanced 

BA 

USAA  Investment-Cornerstone  Fund 

ST 

USAA  Investment-Gold  Fund 

ST 

USAA  Investment-International 

FO 

USAA  Mutual-Aggressive  Growth 

ST 

USAA  Mutual-Growth  Fund 

ST 

USAA  Mutual-Income  Fund 

BD 

USAA  Mutual-Income  Stock  Fund 

ST 

USAA  Mutual-Money  Market 

MM 

USAA  Tax-Exempt-High  Yield 

MU 

USAA  Tax-Exempt-Intermediate 

MU 

USAA  Tax-Exempt-Money  Market 

MM 

USAA  Tax-Exempt-Short-Term 

MU 

UST  Securities 

555  South  Flower  Street 

Suite  2710 

Los  Angeles,  CA  90071 

(213)  488-0666  (local);  (800)  233-1136 

UST  Master  Funds-Equity 

ST 

UST  Master  Funds-Govt  Money 

MM 

UST  Master  Funds-Income  &  Growth 

ST 

UST  Master  Funds-International 

FO 

UST  Master  Tax-Exempt-Short-Term 

MM 

Valley  Forge  Fund 

1375  Anthony  Wayne  Drive 

Wayne,  PA  19087 

(215)  688-6839  (local);  (800)  548-1942 

Valley  Forge  Fund 

ST 

Value  Line  Securities 

71 1  Third  Avenue 

New  York,  NY  10017 

(800)  223-0818 

Value  Line  Cash  Fund 

MM 

Value  Line  Convertible  Fund 

ST 

Value  Line  Fund 

ST 

Value  Line  Income  Fund 

ST 

Value  Line  Leveraged  Growth  Inv 

ST 

Value  Line  New  York  Tax-Exempt 

MU 

Value  Line  Special  Situations  Fund 

ST 

Value  Line  Tax-Exempt-High  Yield 

MU 

Value  Line  US  Government  Sees 

BD 

Van  Eck  Securities  Corp 

122  East  42nd  Street 

42nd  Floor 

New  York,  NY  10168 

(212)  687-5200*  (local);  (800)  221-2220 

Van  Eck  Gold/Resources  Fund 

ST 

Van  Eck  International  Investors 

FO 

Van  Eck  World  Income  Fund 

FO 

Van  Eck  World  Trends  Fund 

FO 

•Will  accept  colk  ct  calls. 


Distributor 


Type  of  fund 


Van-Kampen  Merritt 

1001  Warrenville  Road 

Lisle,  IL  60532 

(708)  719-6000  (local);  (800)  225-2222 


Van  Kampen  Merritt  Calif  Ins  T-F  MU 

Van  Kampen  Merritt  Growth  &  Inc  ST 

Van  Kampen  Merritt  High  Yield  BD 

Van  Kampen  Merritt  Insured  T-F  MU 

Van  Kampen  Merritt  Penn  T-F  Inc  MU 

Van  Kampen  Merritt  T-F  High  Inc  MU 

Van  Kampen  Merritt  US  Government  BD 


Vanguard  Group  of  Investment  Cos 

PO  Box  2600 

MS  136 

Valley  Forge,  PA  19482 

(215)  648-6000  (local);  (800)  662-7447 


Vanguard  Asset  Allocation  ST 

Vanguard  Bond  Market  Fund  BD 

Vanguard  California  T-F-Ins  L-T  MU 

Vanguard  California  T-F-MM  MM 

Vanguard  Convertible  Securities  BA 

Vanguard  Equity  Income  Fund  BA 

Vanguard  Explorer  Fund  ST 

Vanguard  Fixed  Income-GNMA  BD 

Vanguard  Fixed  Income-High  Yield  BD 

Vanguard  Fixed  Income-Invest  Grade  BD 

Vanguard  Fixed  Income-Short-Term  BD 
Vanguard  Fixed  Income-S-T  Govt  Bond  BD 

Vanguard  Fixed  Income-US  Treasury  BD 

Vanguard  High  Yield  Stock  ST 

Vanguard  lndex-500  Portfolio  ST 

Vanguard  Index-Extended  Market  ST 

Vanguard  MM  Reserves-Federal  MM 

Vanguard  MM  Reserves-Prime  MM 

Vanguard  MM  Reserves-US  Treas  MM 

Vanguard/Morgan  Growth  Fund  ST 

Vanguard  Muni  Bond-High  Yield  MU 

Vanguard  Muni  Bond-Insured  L-T  MU 

Vanguard  Muni  Bond-Intermediate  MU 

Vanguard  Muni  Bond-Limited  Term  MU 

Vanguard  Muni  Bond-Long-Term  MU 

Vanguard  Muni  Bond-Money  Market  MM 

Vanguard  Muni  Bond-Short-Term  MU 

Vanguard  N|  Tax-Free-Insured  L-T  MU 

Vanguard  N|  Tax-Free-MM  MM 

Vanguard  New  York  Insured  T-F  MU 

Vanguard  Penn  Tax-Free-Insured  L-T  MU 

Vanguard  Penn  Tax-Free-MM  MM 

Vanguard  Preferred  Stock  Fund  BD 

Vanguard  Primecap  Fund  ST 

Vanguard  Quantitative  Portfolios  ST 

Vanguard  Small  Cap  Stock  ST 

Vanguard  Special-Energy  ST 

Vanguard  Special-Gold  &  Precious  FO 

Vanguard  Special-Health  Care  ST 

Vanguard  Special-Service  Economy  ST 

Vanguard  Special-Technology  ST 

Vanguard  STAR  Fund  BA 

Vanguard  Trustees  Commingled-IntI  FO 

Vanguard  Trustees  Commingled-US  ST 

Vanguard  Wellesley  Income  Fund  BA 

Vanguard  Wellington  Fund  BA 

Vanguard  Windsor  Fund  ST 

Vanguard  Windsor  II  ST 

Vanguard  World-IntI  Growth  FO 

Vanguard  Worid-US  Growth  ST 


Distributor 


Type  of  fund 


Variable  Stock  Fund 

One  Winthrop  Square 

Boston,  MA  021 10 

(413)  781-3000  (local);  (800)  343-2902 


Variable  Stock  Fund 


Venture  Advisers 

POBox  1688 

Santa  Fe,NM  87504-1688 

(505)  983-4335  (local);  (800)  279-2279 


New  York  Venture  Fund 
RPF  of  America-Bond  Fund 
RPF  of  America-Equity  Fund 
Venture  Income  (-I-)  Plus 


Voyageur  Fund  Distributor 

100  South  Fifth  Street 

Suite  2200 

Minneapolis,  MN  55402 

(800)  247-1576  (local);  (800)  553-2143 


Voyageur  Colorado  Tax-Free  Fund 
Voyageur  Granit  Growth  Stock 
Voyageur  Minnesota  Tax-Free  Fund 


Waddell  &  Reed 

2400  Pershing  Road 

POBox  418343 

Kansas  City,  MO  64141-9343 

(816)  283-4122  (local);  (800)366-5465 


ST 


ST 
BD 
ST 
BD 


ST 
MU 


United  Accumulative  Fund  ST 

United  Bond  Fund  BD 

United  Cash  Management  MM 

United  Continental  Income  Fund  BA 

United  Gold  &  Government  Fund  FO' 

United  Government  Securities  BD 

United  High  Income  Fund  BD 

United  High  Income  Fund  II  BD 

United  Income  Fund  ST 

United  International  Growth  FO 

United  Municipal  Bond  Fund  MU 

United  Municipal  High  Income  >             MU 

United  New  Concepts  Fund  ST 

United  Retirement  Shares  BA 

United  Science  &  Energy  Fund  ST 

United  Vanguard  Fund  ST 


L 
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Distributor                                   Type  of  fund 

A'all  Street  Management  Corp 

)41  Lexington  Avenue 

list  Floor 

view  York,  NY  10022 

2121319-9400* 

Vail  Street  Fund 

ST 

Vashington  Funds  Distributors 

101  Vermont  Avenue  NW 

Vashington,  DC  20005 

102)  842-5300  (local);  (800)  972-9274 

irowth  Fund  of  Washington 

ST 

Veiss,  Peck  &  Greer 

')ne  New  York  Plaza 

Jew  York,  NY  10004 

112)  908-9582*  (local);  (800)  223-3332 

VVG  Dividend  Income  Fund 

ST 

VrG Fund 

ST 

VPG  Government  Securities  Fund 

BD 

VpG  International  Fund 

FO 

i'PG  Tudor  Fund 

ST 

Veitz  Securities 

290  West  Dodge  Road 

uite  405 

>maha,  NE  681 14-3323 

-02)391-1980* 

''eitz  Series  Fund-Value 

ST 

Distributor                                    Type  of  fund 

Westchester  Capital  Management 

1 1  High  Meadows 

Mount  Kisco,  NY  10549 

(914)  241-3360* 

The  Merger  Fund 

ST 

Wheat  First  Securities 

PO  Box  1357 

Richmond,  VA  23211 

(804)  627-8625  (local);  (800)  999-4328 

Southeastern  Growth  Fund 

ST 

Winsbury  Company 

1900  East  Dublm-Granville  Road 

Columbus,  OH  43229 

(800)451-8377 

ASO  Outlook  Group-Equity  Fund 

ST 

Patkstone  Bond  Fund 

BD 

Parkstone  Equity  Fund 

ST 

Parkstone  High  Income  Equity 

ST 

Parkstone  Intermediate  Govt  Oblig 

BD 

Patkstone  Municipal  Bond 

MU 

Parkstone  Prime  Obligations 

MM 

Parkstone  Small  Cap  Value 

ST 

Parkstone  Tax-Free  Fund 

MM 

Distributor 


Type  of  fund 


Wood  Logan 

1455  East  Putnam  Avenue 
Old  Greenwich,  CT  06870 
(800)  334-4437 


NA  Security-Aggressive  Asset  Alloc  BA 

NA  Security-Conserv  Asset  Alloc  BA 

NA  Security-Growth  ST 

NA  Security-Moderate  Asset  Alloc  BA 


BC  Ziegler  &  Co 

215  North  Main  Street 

West  Bend,  Wl  53095 

(414)  334-5521  (local);  (800)  826-4600 


Principal  Preservation-Div  Achievers      ST 
Principal  Preservation-S&P  100  Plus       ST 


Zweig  Securities 

5  Hanover  Square 
17th  Floor 

New  York,  NY  10004 
(800)  272-2700 


Zweig  Series-Government  Sees 
Zweig  Series-Priority  Selection 


BD 

ST 


cept  collecT  calls. 


6.21am.  The  Regent  of  Sydney.  In  the  Lobby  Restaurant, 
the  chef  slices  Rockhampton  paw-paw  for  breakfast. 


BREAKFAST  PREPARATION 


Every  mi)rninf>  pnimiscs  ;i 
spectacular  view  ot  the 
I  ity.  With  ,111  equally  spoc- 
tiiciilar  hrcaktast. 

,  REfiENT'lNTERNATlONALHOlEL 

..  ,„.™.  a  Ih^adm^tolek  oflhe'World ' 


CKLAND.  BANGKOK.  BEVERLY  HILLS.  CHICAGO.  Fill.  HONG  KONG.  KUALA  LUMPUR   MELBOURNE.  NEW  YORK.  SINGAPORE.  SYDNEY.  TAIPEI. 

(800)545-4000 
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r  Rhih,.  One  rental  i;ei.s  yoii 
this  iliinihle.  Iii;hti\eii;ht  travel 
pack  to  add  style  to  your  miles. 


FREE,  with 

only  one  rental. 
Take  General's 
puppy  home  to 
someone  you 
love. 


'• »  i  I 


^i 


'^M 


\»i 


^•^okso^ 


»-t;o 


FREE.  Additional 
travel  benefits  with  as  few  as  tMO  rente 
and  Brookslone  merchandise  certiflcat 
with  as  few  as  four  rentals 


Geuerglhasagift 
ir  winnirig  you  over. 


iltiples, 
ilTexaci 


Ftee  gifts,  free  unlimited  mileage,  fast,  friendly  service  and  great  low  rates.  Only  from  General 
Rent  a  compact  Chrysler  car  at  a  compact  rate  or  any  larger  Chrysler  car  from  September  1 ,  1 990  to  February  28 
1991,  and  you  can  have  your  choice  of  a  free  gift  with  each  rental.  Like  the  lovable  General  plush  puppy  that's 
warming  hearts  all  over  America.  Or  a  free  travel  pack  to  make  the  going  easy 
Or  a  free  General  upgrade  for  your  next  rental.  If  you  prefer,  save  up  General 
Gift  Certificates  (one  per  rental)  for  travel  benefits  and  other  valuable  gifts. 
All  this  and  1500  OnePass'*'^  miles  with  proof  of  arrival  on  Continental  or 

Eastern  Airlines.  S1M!?:*S^4IAR 

So  call  your  travel  agent  or  General  at  1-800-327-7607.  Or  just  come  to 
our  counter.  Once  we've  won  you  over,  you'll  find  General  also  has  a  gift  for 
keeping  you.  (If  you'd  like  additional  General  puppies  and  travel  packs,  they're 

Onlv  $14  99  each  dIuS  tax   )  We  feature  quahtyproducls  of  ChryslerCorporailon 

NATIONWIDE  LOCATIONS  IN:    Ari/ona.  California,  Colorado,  Florida.  Georgia,  Louisiana,  Nevada, 
New  Mexico,  North  Carolina,  Oregon,  South  Carolina,  Texas,  Utah.  Washington.  More  locations  opening. 


General 


'!l* 


Ulliiil,;.. 


,.,am^ii?'jieemc. 


•liti! 


«»! 
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The  Forbes  Wall  Street  Review 


By  Eric  S.  Hardy 


vents  in  the  Persian  Gulf  were  felt  in 
:ock  markets  around  the  world.  The 
lorgan  Stanley  Capital  International 
erspective  index  of  1,000  European, 
ustralian.    New    Zealand    and   Far 
astern  stocks  lost  7%  in  dollar  terms 
1  the  last  two  weeks.  Yet  even  before 
'ussein's  troops  rolled  into  Kuwait, 
^all  Street  was  entering  a  slump.  Al- 
lough  the  Dow  hit  an  alltime  peak 
1  July  17,  the  6,000  stocks  in  the 
'ilshire  failed  to  confirm  this  as  a 
arket  top  (the  Wilshire  high  dates 
ick  to  Oct.  9,   1989).  On  the  day 
eceding  the  Iraqi  invasion  the  Dow 
as  already  3%  below  its  July  high. 
Technology  stocks  were  hard  hit 
iring  the  last  two  weeks.  Cetus,  a 
ological  research  firm,  lost  almost 
If  of  its  value.  Advanced  Micro  De- 
ces  declined  a  fifth.  During  the  last 
n  trading  days  the  Nasdaq  compos- 
fell  7.3%,  while  the  Wilshire  index 
6,000  issues  fell  4.8%. 
Gold  and  energy  issues  were  about 
e  only  stocks  posting  gains.  Bernard 
Picchi,  an  energy  analyst  at  Merrill 
nch,  thinks  that  there  is  still  time 
profit  from  the  current  instability 
the  oil  industry.  However,  Picchi 
:ommends  caution.  He  thinks  that 
)cks  such  as  Amerada  Hess,  Mur- 
•y  Oil  and  Unocal  have  already  had 
ong  price  runups  and  may  be  over- 
iued.  What  does  Picchi  like?  Inte- 
iited  oils  selling  at  lower  earnings 
iiltiples,  such  as  Atlantic  Richfield 
3  d  Texaco. 


4000 

The  overall  market' 

Performance 

Price 

Total  return 

3000 

Last  4  weeks 
-  Since  12/31/89 
Since  peak  (10/9/89) 
Since  5-year  low  (9/25/85) 

-7.5% 
-5.6 
-8.4 
73.2 

-7.2% 
-3.7 

-5.9                       ; 

104.3   Jl^^A 

?v^- 

2000 

The  Wilshire  index  as  of  8/9/90 
-  Market  value:  $3,009.7  billion 
Price/book;  3.1             ^ 

p/E:  15.9          rv'\. 

Yield;  3.3%         j// 

^ 

^ 

■  Wilshire  index 

■  200-day  moving  average 

1000 

1         I     1               1 

1 

1 

1              1             1 

'81             82            83 

■84 

■85             86 

■87            '88            '89            '90 

The  Best  Performing  Stocks 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)^ 

Rel  voP 

Fund  American  Cos 

50 

42% 

51 

6,075 

5.0 

Freeport  McMoRan  Oil 

10'/« 

31 

NM 

2,281 

4.8 

Boise  Cascade 

38 

19 

9 

3,088 

2.8 

FMC  Gold 

11 '/2 

15 

17 

450 

2.0 

AMAX  Gold 

17'/8 

14 

48 

215 

1.3 

The  Worst  Performing  Stocks 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)^ 

Rel  voP 

Cetus 

m 

^7% 

NM 

13,402 

2.3 

UAL 

WVA 

-30 

11 

4,835 

3.0 

Promus  Cos 

19'/4 

-27 

NM 

1,668 

1.6 

Advanced  Micro  Devices 

SVs 

-22 

23 

5,534 

0.9 

Associated  Communications 

22'/. 

-22 

71 

93 

0.6 

Closeup  on  the  Market 

dex  or  investment                                                  Price          2-week  change 

Index  or  investment                                        Price  or  rate 

2-week  change 

ilshire  index 

00  stocks,  capitalization  weighted                                        3,227.97                    -4.8% 

Europe,  Australia,  New  Zealand  and  Far  Easf* 

(EAFE)  a  dollar  denominated  capitalization  weighted  index             849.50 

-7.0% 

ilshire  index 

00  stocks,  equal  weighted                                                     20.29                    -5.3 

Institutional^ 

Approximately  200  stocks  with  high  institutional  ownership            103.86 

-7.6 

w  Jones  industrials 

stocks,  divisof-adjusted  price  average                                     2,758,91                     -5.5 

Individual^ 

Approximately  200  stocks  with  low  institutional  ownership                95.15 

-6.1 

■P500 

litalization  weighted  cross  section,  major  stocks                           339.94                     -4.5 

Russell  2000  index 

2000  stocks  with  small  market  values,  capitalization  weighted       152.54 

-7.0 

SE 

litalization  weighted,  all  listed  common  stocks                            186.24                    -4.3 

Gold^  (composite  quote  of  6  maior  dealers)                           $383.85 

4.0 

Yen*  (per  $U.S.)                                                               149.70 

-0.5 

lex 

italization  weighted  total  return;  stocks,  warrants                         341.49                     -4.2 

Commodity  index*  iCRB  futures  index,  1967  =  100)           235,66 

0.4 

sdaq 

italization  weighted,  all  issues  except  warrants                           412.98                     -7.3 

Oil*  (W  Texas  Intermediate)                                                 $25,65 

26.4 

T  bills*  (90  days)                                                                7.40% 

-16  basis  points' 

lex  international  market  index 

italization  weighted,  50  largest  ADRs                                        303.49                     -4.8 

Broker  loan  rate*                                                  9  25% 

unchanged 

N 

i 

r 

5    All  data  for  periods  ending  8/9/90.  Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity 
a  index  was  created.  Stocks  hsted  above  have  market  capitalisations  of  $500  million  or  more.    'Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
^  age  daily  volume  over  a  2-week  period.  ^Average  daily  volume  over  the  last  2  weeks,  divided  by  the  average  daily  volume  over  the  preceding  3  months.  "Morgan  Stanley 
i  al  International  Perspective.  'For  period  ending  8/10/90.  A.  Arbel,  Cornell  University,  using  Ford  Database  from  Ford  Investor  Services    ''Knight-Ridder  Financial 
li  nation.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  NM:  Not  meaningful. 
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Yield  Curve 

10% 

9 
8 

7 
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■ 

Recent 

I     ^ 

"^^      1  year  ago 

1                  1 

1                 1                       1 

1  month 

1                     2                            6 
Maturity  (years) 

10                  20         30 

30-Year  Rate  Minus  1-Year  Rate 

400 

200 

0 

-200 

-400 

Basis  points'                                           Z**^ 

/V^v-^'^Y^       \j^         ^N^y^ 

Ivy 
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Yield  vs.  Inflation 

16% 
12 

8 

4 

0 

vVv^                yv^ 

\/\          ^"^^"^             ^^"^^     Yield^     ^^^ 

V         ^-^     ^y? 
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■82 
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88 

■89 

■90 

Saddam  Hussein  and  his  army  o; 
thugs  can  be  blamed  for  a  rise  in  infla 
tion  expectations  and  therefore  in  in 
terest  rates.  But  this  may  have  createc 
a  window  of  opportunity  in  the  bone 
market,  especially  at  the  longer  end  o: 
the  maturity  spectrum.  James  Ko 
chan,  chief  bond  strategist  at  Merril 
Lynch,  is  predicting  a  0.5%  decline  ir 
the  yield  on  30-year  Treasury  bondj 
by  the  end  of  the  year.  Even  before  the 
invasion  of  Kuwait,  however,  th( 
yield  curve  had  been  taking  on  a  mon 
normal  upward  slope  (see  top  left). 

The  municipal  bond  market  has 
also  been  damaged  by  rising  rates.  Ii 
addition,  it  is  contending  with  somtel 
thmg  that  Treasurys  have  not  yej 
been  exposed  to:  doubts  about  credij 
quality. 

It's  a  sign  of  the  times  that  in  i  m^y^t;^ 
recent  annual  report  to  shareholders  wim^ 
the  president  of  Scudder  Massachu  ^f,^\^^^ 
setts  Tax  Free  Fund  goes  out  of  hiijimji,™ 
way  to  boast  of  avoiding  general  obli  jf^jiu^j 
gation  bonds.  It  used  to  be  that  a  gen 
eral  obligation  bond,  pledging  the  ful  Estate  I 
credit  and  taxing  power  of  the  issuing  elopinj) 
state  or  municipality,  was  the  safesi  Cafiafe 
kind  to  have.  But  Massachusetts'  gen^  'onCoal! 
eral  obligation  bonds  have  beeiTOwi 
dropped  in  s&.p's  rating  to  BBB,  lowesi 
in  the  nation.  And  so  Scudder  is  proj  ™P'^ 
tecting  its  customers'  assets  by  in  '^<^^M'. 
vesting  in  Massachusetts  muni  J^^P^'' 
backed  by  almost  anything  but  thr™*' 
state's  credit:  revenue  streams  fron*"^'"' 
hospitals  or  independent  entities  sucl '"' 
as  Harvard  University.   Issues  froii;nQ| 


Harvard  and  the  Massachusetts  Hous- 


iortati( 


ia(ii/, 


Spread 

over  Treasurys 

Total  returns 

Security 

Basis  points^ 

Security                                1  year^ 

3  years'^' 

AA  corporates 

83 

AAA  corporates                      6.1% 

10.1% 

AAA  industrials 

82 

Ginnie  Maes^                         9.4 

11.1 

Ginnie  Maes 

100 

Junk  corporates"                     1.0 

7.5 

Junk  corporates" 

713 

Municipals^                           6.9 

8.7 

Municipals^ 

125 

Treasury  bonds                      6.0 

9.3 

ing  Finance  Agency  have  higher  ral 
ings  than  state  bonds,  even  when  the 
are  not  insured. 

Investors  who  can't  decide  betwee 
the  debt  or  equity  markets  shoul 
consider  a  hybrid  investment — coi§tPi 
vertible  bonds.  Such  bonds  can  appr( 
ciate  from  lower  interest  rates  or 
rise  in  the  value  of  the  underlyin 
stock  or  a  combination  of  both  eventi 
(Conversely,  of  course,  they  can 
double-whammied  by  a  combinati 
of  rising  interest  rates  and  a  falli: 
stock    market.)    Andrew    Davis 
PaineWebber  recommends  the  6.5s 
2004  of  Omnicom  Group,  a  New  Yorj 
advertising  agency.  Each  $1,000  bon 
convertible  into  $835  worth  of  Omni 
com  stock,  can  be  put  back  to  tb 
issuer  at  $1,230  in  July  1996. 

Note:  Except  where  footnoted  all  information  provided  by  Berkeley,  Calif,  based  Barra,  a  financial  consulting  firm.  'A  basis  pomt  is  equal  to  one-hundredth  of  a  percentage  pointl 
^Yield  on  ten-year  Treasurys.  The  trailing  12-month  increase  in  the  Consumer  Price  Index,  through  6/30/90.  "Source:  First  Boston.  ^Source:  Shearson  Lehman  Brothers.  'Througlj 
7/31/90.  'Three-year  total  return,  annualized. 
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The  Right  Kind 
of  Assets 


gy  PanCanadian  Petroleum  has 
Y  reserves  of  960  million  barrels 
Kfuivalent,  10  years  of  oil  and 
1/  gas  liquids  reserves  and  23 
\of  natural  gas  reserves. 


jEstate  Marathon  Realty 
ieloping  prime  land  in 
I  Canadian  cities,  including 
on  Coal  Harbour  project 
\icouver  waterfront. 

J  s  Empress  Hotel  in 
a,  BC,  has  had  complete 
y.  as  part  of  Canadian 
Hotels'  $600  million 
htion  and  expansion 
vm. 

iportation  Racine 
>al  in  hAontreal  is  inter- 
)r  container  traffic 
J  by  ship  across  the 

iito  and  by  rail  throughout 

■  t  America. 


.dt  Products  A  $350  million 
conization  program  at  Canadian 
Forest  Products'  Thunder  Bay, 
ant  includes  high-speed  nevi/s- 
•achine  and  new  pulp  mill. 


Our  asset  base  is  one  of  our 
strengths  at  Canadian  Pacific. 
Our  major  positions  in  basic 
industries  are  second  to  none, 
we  have  a  broad  geographic  base 
in  North  America,  and  we  serve 
markets  worldwide. 

And  we  are  working  harder  than 
ever  before  to  develop  the  full 
potential  of  all  our  assets. 

By  taking  advantage  of  the  natural 
synergies  among  our  transportation 
companies;  by  more  aggressive 
exploration,  development  and 

acquisition  programs  in 
oil  and  gas;  by  solidifying 
and  expanding  our  strong 
competitive  position  in 
forest  products;  by 
restructuring  and 
accelerating  the 
development  of  our 
real  estate  portfolio; 
and  by  upgrading  and 
modernizing  our 
heritage  hotel 
properties. 

At  Canadian  Pacific 
we  are  committed  to 
producing  higher  returns  and  better 
quality  earnings  for  our  shareholders. 
Using  our  management  skills  and 
financial  flexibility  to  get  the  most 
out  of  our  assets  is  one  of  the 
ways  we  are  doing  this. 

For  more  information  write: 
Vice-President,  Investor  and 
Industry  Relations,  Canadian 
Pacific  Limited,  P.O.  Box  6042, 
Station  A,  Montreal,  Quebec, 
Canada  H3C  3E4. 


Canadian  Pacific  Limited 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


^■^e  land  we're  offering  is  far 
I  from  the  crowds  and  rat  race  of 
■■  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  K8, 
Ft.  Garland,  CO  81133. 
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Obtain  ttie  Properly  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has 
Judged  the  merits  or  value.  i(  any.  of  this  property  Equal  Credit  and  Housing  Opportunity  A  statement  and  oftenng 
statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval 
of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  Stale  has  in  any  way  passed 
upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Crislo 
Ranches  NYA86  1 53  A  -.latement  of  Record  filed  with  the  New  Jersey  Real  tistate  Commission  permits  this  property 
to  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value  Oblain  the  New  Jersey  Public 
Offering  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO;  Flonda  AD  20537 
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MONEY  &  INVESTMENTS 


Thanks  to  investor  outrage,  more  disclo- 
sure on  municipal  bonds  is  coming.  Your 
muni  holdings  could  rise  in  value. 

A  BETTER  BREAK 
FOR  INVESTORS? 


By  Ben  Wd)eniiaii 


Getting  crucial  information  about 
municipal  bonds  you  own  can  often 
be  only  slightly  less  difficult  than 
trying  to  convince  the  cia  to  send 
you  batches  of  classified  documents 
on  a  regular  basis. 

There  aren't  any  mandated  filings 
like  10-Ks  or  quarterly  reports  for 
the  municipal  bond  market.  Bond 
trustees  are  historically  reluctant  to 
tell  anybody  anything — for  fear  of 
running  afoul  of  insider  trading  reg- 
ulations. As  a  result,  the  market  is 
often  hopelessly  in  the  dark  about 
all  sorts  of  iniportant  matters  like 
early  redemptions,  calls  or  defaults. 

All  this  may  change  soon.  Muni 
bondholders  and  dealers  angry  over 
the  lack  of  broad  disclosure  have 
moimted  a  campaign  with  the  Secu- 
rities &  Exchange  Commission  and 
the  dealers'  regulatory  body,  the 
Municipal  Securities  Rulemaking 
Board.  As  a  result,  some  new  disclo- 
sure guidelines  may  be  in  effect  as 
early  as  this  winter. 

That's  good  news  for  bondhold- 
ers. Because  if  disclosure  becomes 
the  norm  instead  of  the  exception, 
there'll  be  greater  market  efficien- 
cies, lower  costs  to  governmental 
issuers  and  a  more  liquid  secondary 
market.  Muni  prices  relative  to  the 


Ben  Weberman  is  a  contributing  editor  of 
^ORBES  magazine. 


taxable  market  will  likely  increase. 

The  proposed  guidelines,  drawn 
up  by  the  American  Bankers  Associ- 
ation— the  trade  group  virtually  all 
muni  bond  trustees  belong  to — in- 
clude requiring  broad  disclosure  of 
default  notices,  bond  calls  and  in- 
terest rate  changes.  While  the 
guidelines  would  be  voluntary,  the 
plan  is  to  have  the  guidelines  sup- 
ported by  a  regulatory  agency  like 
the  MSRB  or  the  sec — giving  the 
guidelines  more  weight  and  putting 
pressure  on  all  trustees  to  comply. 

It  is  hoped  the  guidelines  would 
prevent  what  happened  to  some  in- 
vestors who  bought  the  9%%  Es- 
cambia County,  Fla.  revenue  bonds, 
origmally  due  2009.  Their  dealer, 
St.  Petersburg-based  William  R. 
Hough,  traded  the  bonds  at  prices 
far  above  their  real  value — on  the 
mistaken  belief  that  they  were  col- 
lateralized to  maturity  and,  there- 
fore, defaultproof.  They  weren't. 

Back  in  1988  the  bond  issuers  de- 
cided to  call  the  bonds  in  1993.  But 
the  market  didn't  know  about  it. 
"No  disclosure  was  made  to  dealers 
or  investors  at  the  time,"  complains 
John.  W.  Waechter,  executive  vice 
president  of  William  R.  Hough. 
Even  the  notice  of  redemption 
wasn't  published  until  a  flood  of 
complaints  came  from  dealers. 

They  had  a  lot  to  complain  about. 
As  recently  as  three  months  ago, 
investors  were  paying  $118  for  the 
bonds  to  get  8.35%  in  yield  to  final 
maturity  in  2009.  What  they  were 
really  gettmg  was  a  meager  yield  of 
3.20%  to  the  first  call  in  1993.  How 
much  did  they  lose?  When  the  news 
about  the  new  call  date  finally  came 
out  about  three  months  ago,  the 
price  of  tht  bonds  fell  to  $110,  to 
yield  6. 10%  to  the  first  call  in  1993. 


In  another  particularly  outra- 
geous case,  Johnston,  Lemon,  a 
Washington,  D.C.  securities  dealer, 
paid  over  $600,000,  including  a 
$43,000  premium,  for  bonds  issued 
by  the  Portsmouth  Virginia  Rede- 
velopment &.  Housing  Authority  in 
the  fall  of  1988. 

What  the  dealer — and  his  custom- 
ers— didn't  know  was  that  the  de- 
veloper had  actually  filed  for  protec- 
tion under  the  bankruptcy  laws  ear- 
lier that  year.  The  news  about  the 
bankruptcy  came  out  within  weeks 
after  the  purchase,  and  sent  the 
bond  price  reeling.  The  78  investors 
will  be  paid  par  value  when  the 
bonds  mature  in  1995.  But  the 
$43,000  premium  is  lost  forever. 
Under  the  threat  of  a  suit  by  inves- 
tors, Paul  Cinquegrana,  managing 
director  of  fixed  income  at  John- 
ston, Lemon,  complained  to  the  is- 
suer's trustee  and  other  officials 
about  the  lack  of  disclosure,  but  to 
no  avail.  "I  assume  that  their  strate- 
gy is  to  keep  quiet  and  [that]  we  will 
go  away,"  Cinquegrana  wrote  in  an 
angry  letter  to  the  msrb  last  year. 

Under  the  guidelines,  financial 
reports  and  listings  of  funds  held  by 
the  trustee  and  any  ratings  down- 
grades would  be  reported  through  a 
database  available  to  the  entire  mar- 
ket. The  broadly  disclosed  data 
would  then  be  available  to  both  re- 
tail and  institutional  clients. 

The  ABA  is  accepting  comments 
about  the  disclosure  requirements 
until  the  end  of  this  month.  While 
many  of  the  bank  trustees  would 
rather  have  no  guidelines  at  all, 
many  realize  that  a  weak  disclosure 
plan  could  well  trigger  investor  de- 
mand for  mandatory  reporting  and 
disclosure,  as  is  the  case  with  corpo- 
rate bonds.  The  argument  that  man- 
datory rules  would  be  onerous  is 
belied  by  the  easy  time  corporate 
bond  issuers  have  had  since  passage 
of  the  Trust  Indenture  Act  of  1939,  a 
statute  that  was  much  resisted  at 
the  time.  Whatever  the  outcome, 
J.J.  Kenny  Co.,  Inc.,  a  municipal 
bond  information  provider,  is  pre- 
paring to  offer  a  service,  Kennyalert, 
that  would  permit  trustees  and  issu- 
ers to  notify  the  dealer  community 
of  information  called  for  by  the  aba 
disclosure  guidelines. 

While  there's  no  guarantee  that 
voluntary  guidelines  will  work, 
some  good  first  steps  have  been  tak- 
en to  protect  the  interests  of  bond- 
holders— and  reverse  the  traditional 
"investor  be  darrmed"  attitude  of 
the  muni  bond  industry.  ■ 
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Wall  Street  Irregular  ggs? 


MONEY  &  INVESTMENTS 


By  Hark  Hnlbert 


Is  the  Saddam  Hussein  selloffin  the  stock 
market  a  buying  opportunity^?  Probably 
not,  say  the  best  long-term  performers. 

THE  BEST  ARE 
BEARISH 


much  higher  than  the  average 
among  all  newsletters.  The  sSip  500 
duly  appreciated  about  10%. 

Second:  Even  after  the  most  re- 
cent sharp  correction,  the  best  per- 
formers continue  to  be  more  bearish 
than  their  poorer-performing  coun- 
terparts. Usually  just  the  opposite  is 
the  case.  Following  a  strong  market 
move  either  up  or  down,  the  poorer- 
performing  newsletters  typically 
rush  to  a  bullish  or  bearish  extreme, 
respectively.  (This  is  the  basis  of  the 
Contrary  Opinion  Theory.)  But  the 
best  performers  provide  a  welcome 
antidote  to  the  emotions  of  the  mo- 
ment, since,  more  often  than  not, 
they  are  more  restrained.  So  it's  a 
powerful  warning  signal  when  even 
after  a  sharp  correction  they  remain 
more  bearish  than  the  average 
newsletter.  Like  right  now. 

What  are  the  best  performers  tell- 
ing us?  The  fact  that  they  made 
their  bearish  turn  prior  to  the  recent 
Middle  East  hostilities  is  signifi- 
cant. It  means  that  the  bearish  fac- 
tors that  worry  them  run  deeper 
than  the  Iraqi  invasion,  and  that 
they  don't  envision  a  return  to  bull- 
ish good  times,  even  if  Iraq  with- 
draws from  Kuwait  and  oil  drops 
back  to  its  pre-invasion  price. 

Martin  Zweig,  whose  Zweig  Fore- 
cast is  at  the  top  of  my  list  for  perfor- 
mance over  the  last  ten  years,  fears 
that  investors  will  focus  too  much 
on  the  Middle  East  flare-up  and  con- 
clude that  recent  market  weakness 
is  due  only  to  the  oil-price  rise.  In 
fact,  according  to  Zweig,  the  situa- 
tion was  bleak  already,  despite  the 
rosy  picture  painted  by  indexes  like 
the  Dji  or  the  s&p  500.  According  to 
Zweig's  tally,  the  average  nyse 
stock  has  now  broken  its  long-term 
bull  market  trend  line,  which  dates 


The  Iraqi-induced  wave  of  selling  in 
the  stock  market  is  probably  not  a 
buying  opportunity.  That's  the  con- 
clusion I  draw  from  the  fact  that  the 
investment  letters  with  the  best 
long-term  records  are  significantly 
more  bearish  than  their  poorer-per- 
forming brethren.  This  strongly 
suggests  that  something  is  rotten  in 
the  stock  market. 

Among  the  top-performing  let- 
ters, the  average  exposure  to  stocks 
currently  stands  at  a  cautious-to- 
outright  bearish  30%.  Among  all 
newsletters  that  I  track,  in  contrast, 
the  average  exposure  to  stocks 
stands  at  a  dead-neutral  44%.  For 
the  first  time  in  a  number  of 
months,  the  best  performers  have 
been  more  bearish  than  other  in- 
vestment newsletters. 

There  are  two  aspects  to  this  bear- 
ish contrast  between  the  best  and 
the  rest  that  are  particularly  note- 
worthy. First:  the  sheer  magnitude 
of  the  best  performers'  bearish  turn. 
When  I  last  compared  them 
(Forbes,  Jan.  22],  the  average  expo- 
sure among  the  decade's  best  per- 
formers was  a  robust  74%,  more 
than  twice  the  current  reading  and 

Mark  Hulhert  is  editor  of  the  Alexandria, 
Va.-hased  Hulbert  Financial  Digest.  His 
newest  book  is  The  Hulbert  Guide  to  Finan- 
cial Newsletters  (Prohns  Publishing). 


back  all  the  way  to  1974.  Obviously, 
he  concludes:  "Something  besides  I 
oil  is  amiss."  He  is  currently  more] 
than  80%  in  cash. 

To  be  sure,  Zweig  is  a  trader,  and 
he  may  have  changed  his  market 
exposure  by  the  time  this  is  pub- 
lished. But  another  top  performer, 
Dan  Sullivan  of  ne  Chartist,  is  more 
long  term.  And  Sullivan,  too,  is  con- 
vinced that  this  divergence  between 
the  blue  chips  and  secondary  stocks 
is  classic  bear  market  behavior.  The 
majority  of  all  stocks  were  going 
down  even  prior  to  the  Iraqi  inva- 
sion, Sullivan  points  out.  Indeed, 
more  than  60%  of  all  stocks  are 
below  their  average  1989  level. 

Not  all  of  the  best  performers  are 
outright  bears.  But  even  the  most 
bullish  newsletter  among  the  top 
performers  over  the  last  decade,  the 
Value  Line  Itwestment  Snrt'ey,  has  a 
recommended  stock  market  expo- 
sure of  just  65%  to  75%.  Value  Line 
is  concerned  about  "the  wear  and 
tear  on  this  aging  recovery,"  partic- 
ularly weak  auto  sales  and  the  deep- 
ening housing  slump. 

In  fact,  weakness  in  the  real  es- 
tate sector  figures  prominently  in 
the  worrying  being  done  by  all  of 
the  top  performers.  Charles  All- 
mon,  who  runs  another  top-per- 
forming newsletter.  Growth  Stock 
Outlook,  is  the  most  bearish  of  all. 
He  points  out  that  the  real  estate 
market  in  the  U.S.  is  more  than  five 
times  as  large  as  the  equity  market. 
Thus,  he  reasons,  a  20%  decline  in 
real  estate  values — a  real  possibili- 
ty, in  his  opinion — ^^would  drain 
more  wealth  out  of  the  economy 
than  is  currently  represented  by  the 
entire  U.S.  stock  market.  Of  course, 
Allmon  has  been  crying  "bear" 
since  1986  and  has  been  heavily  in 
cash  throughout  a  generally  rising 
market,  but  that  doesn't  mean  he 
won't  finally  be  right. 

Right  now  Allmon  is  keeping  his 
model  portfolio  90%  in  cash.  His 
longstanding  bearishness  has 
caused  him  to  underperform  the 
market  since  1986  (although  not  by 
as  much  as  you  might  think,  be- 
cause the  T-bill  rate  has  compound- 
ed nicely).  But  he  is  still  the  top 
performer  on  a  risk-adjusted  basis 
over  the  decade. 

Remember,  it  was  not  the  Kuwait 
invasion  that  turned  these  top  per- 
formers bearish;  they  already  were. 
This  augurs  badly  for  the  stock  mar- 
ket and  suggests  strongly  that  the 
Saddam  Hussein  selloff  won't  be  a 
good  buying  opportunity.  ■ 
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By  A.  Gary  ShiUing 


Don  Y  see  the  panic  that  followed  the  Iraqi 
invasion  as  a  buying  opportunity.  The 
market  looks  more  and  more  like  1974. 

WHAT  THE  MARKET 
IS  TELLING  US 


that  they  were  still  cheap,  we  were 
assured.  Stocks  with  disappointing 
earnings  were  simply  dropped  from 
the  "Nifty  Fifty"  hst. 

I  saw  this  firsthand  at  the  Wall 
Street  firm  White,  Weld  when  I 
joined  its  investment  policy  com- 
mittee in  1971.  By  mid-1972  the 
committee  meetings  became  heated 
debates  among  me  and  my  boss — the 
committee  chairman — and  another 
seasoned  investor.  They  were  com- 
mitted, longtime  growth-stock  buy- 
ers who  became  more  enamored  of 
their  favorite  equities  as  these  prices 
jumped,  while  I  got  more  skeptical. 
After  one  particularly  stormy  meet- 
ing, my  boss  said,  "Gary,  you  just 
can't  let  these  stocks'  high  p/e  ratios 
stand  in  the  way  of  great  investment 
opportunities." 

"My  concern,"  I  replied,  "is  not 
with  these  stocks'  risk.  It  just  both- 
ers me  that  the  only  things  inves- 
tors want  are  amusement  parks, 
hamburger  stands,  gimmick  cam- 
eras and  motor  homes."  I  was  refer- 
ring, of  course,  to  Disney,  McDon- 
ald's, Polaroid  and  Winnebago,  the 
darlings  of  the  day.  "These  don't 
represent  the  guts  of  the  economy," 
I  said.  "When  investors  shun  the 
vast  bulk  of  stocks,  they  are  telling 
us  there's  something  terribly  wrong 
with  the  basic  economy." 

And  investors  were  absolutely 
correct.  The  massive  inventory 
buildup  then  under  way  led  to  the 
1973-75  recession,  the  worst  since 
the  1930s.  The  Dow  Jones  industri- 
al average  plunged  45%  from  its 
1052  peak  in  January  1973,  to  578  in 
December  1974.  The  darlings  of  the 
growth-stock  cult  swooned.  Polar- 
oid's price  collapsed  from  almost 
150  per  share  to  under  15;  Xerox 
shares  dived  from  about  150  to  50. 


Iraqi  invasion  of  Kuwait 
aughtered  U.S.  stocks,  but  even 
efore  that  happened  most  of  the 
larket  was  weak.  Through  July  of 
lis  year  the  dji  rose  5.5%,  but  only 
V  of  its  30  stocks  were  up,  while 
le  much  broader  Value  Line  index 
;118.1%. 

Worried  about  high  interest  rates 

id    a    weak    economy,    investors 

ave  favored  just  a  few  drug,  high- 

:ch  companies  and  other  growth 

ocks  whose  earnings  are  suppos- 

jUy   impervious   to   cycles.    Now, 

ith  the  Iraqi  riiilitary  adventure, 

lother  small  group,  oil  and  defense 

ocks,  are  getting  the  play. 

A  similar  narrow  focus  occurred 

the  early   1970s,  when  growth 

ocks  were  also  the  rage.   "Why 

)ther  with  mundane  old  cyclicals 

at  not  only  have  to  be  bought  but 

lid,  right?"  Wall  Street  sages  asked 

etorically.    They    favored    "one- 

:cision"   stocks   whose   earnings 

ew    so    consistently    that    they 

ould  be  bought  but  never  sold. 

id  even  though  they  were  selling 

40,  50  or  even  70  times  earnings, 

eir  profits  growth  was  so  rapid 


Gary  Shilling  is  president  of  A  Gary  Shil- 
g  &  Co.,  economic  consultants  and  asset 

imagers.  His  firm  publishes  Insight,  a 
mthly  newsletter  covering  the  business 
tlook  and  investment  strategy. 


So  I  have  seen  today's  market  be- 
fore. Investors  are  once  again 
crowding  into  fewer  and  fewer 
stocks,  and  in  the  process  bidding 
their  prices  to  levels  where  no  errors 
are  acceptable.  United  Telecom- 
munications' stock  dropped  almost 
30%  after  a  second-quarter  earnings 
upset.  Advanced  Micro  Devices 
plunged  iy4,  to  7V*,  on  disappoint- 
ing earnings.  Even  good  results 
haven't  necessarily  sustained 
growth  stocks.  Storage  Technolo- 
gy's second-quarter  earnings  beat 
analyst  estimates  by  27%,  but  man- 
agement's forecast  of  softening  U.S. 
demand  drove  the  stock  down  34% . 

How  do  you  manage  your  portfo- 
lio in  this  minefield?  To  begin, 
don't  wait  for  the  new  Nifty  Fifty  to 
shrink  to  the  Terrific  Ten  and  then 
the  Fantastic  Five.  Few  companies 
are  truly  independent  of  the  busi- 
ness cycle,  and  the  recent  jump  in 
oil  prices  adds  plausibility  to  my 
belief  that  the  U.S.  economy  is  al- 
ready in  a  recession.  Higher  energy 
costs  deflate  purchasing  power,  and 
renewed  inflation  fears  keep  inter- 
est rates  at  economy-killing 
heights.  My  forecast  of  a  global  re- 
cession is  also  enhanced.  Japan,  al- 
most 100%  dependent  on  imported 
energy,  is  very  vulnerable. 

Don't  see  the  Iraqi  invasion  of 
Kuwait  as  a  buying  opportunity. 
Instead,  use  any  further  stock  mar- 
ket rally  to  unload  stocks,  even  the 
remaining  darlings,  and  shift  ag- 
gressively into  the  Rccessionist's 
Portfolio  outlined  in  my  Sept.  18, 
1989  column:  High-quality,  long- 
term  bonds,  especially  Treasurys; 
telephone  and  electric  utility 
shares.  If  you  are  more  aggressive, 
short  cyclical  stocks  or  the  overall 
market,  copper  and  other  cyclically 
sensitive  commodities,  real-estate- 
heavy  banks,  lbos  and  the  dollar 
against  European  currencies.  The 
Japanese  stock  market  may  go  a  lot 
lower,  so  the  Nikkei  puts  recom- 
mended in  my  Apr.  16  column 
remain  attractive.  As  in  the  mid- 
1970s  and  early  1980s,  a  worldwide 
slump  will  drive  down  oil  prices 
and  sink  oil  stocks,  so  prepare  to 
short  them  as  well. 

Even  while  the  averages  were  ris- 
ing to  new  highs,  the  stock  market 
was  sending  us  a  different  message. 
It  is  this:  When  investors  concen- 
trate on  a  tiny  fraction  of  stocks  and 
neglect  the  rest,  they  are  telling  you 
that  they  don't  like  the  economy. 
And  when  the  economy  recedes, 
few  stocks  avoid  the  downdraft.  ■ 


^  ES,  SEPTEMBER  3,  1990 


275 


Market  Trends 


MONEY  &  INVESTMENTS 


The  markefs  panicky  reaction  to 
Saddam  Hussein  is  just  one  more  sign 
that  fear  is  beginning  to  replace  greed 
as  the  dominant  mood  among  investors. 


JAWS  III? 


By  Frederick  E.  Rofive  Jr. 


A  publicity-shy  friend  who  manages 
an  almost  unimaginable  amount  of 
money  for  national  pension  ac- 
counts describes  the  current  stock 
market  as  "Jaws  III."  "Jaws  I"  took 
place  in  February  1973  and  "Jaws  U" 
took  place  in  August  1987.  The  vivid 
imagery  stems  from  the  similarity  of 
the  chart  patterns  in  all  three  peri- 
ods. The  crashes  that  followed  Jaws  I 
and  II  were  monumental.  If  one  si- 
multaneously plots  the  rising  popu- 
lar indexes  like  the  Dow  or  the  s&p 
500,  and  the  declining  advance/de- 
cline lines  during  all  three  periods, 
the  pictures  look  exactly  like  a  big 
shark's  mouth  getting  ready  to  snap 
shut.  What  the  charts  reflect,  of 
course,  is  that  the  big  averages  are 
rising  while  fewer  and  fewer  stocks 
participate  in  the  advances. 

Not  only  are  chart  patterns  omi- 
nous, stock  market  valuations  are 
unattractive.  Relative  to  bonds,  div- 
idend yields,  book  value  and 
price/earnings  multiples,  it  is  hard 
to  make  a  compelling  case  for 
stocks.  All  of  which  presupposes 
that  the  investment  process  is  ratio- 
nal. It  frequently  is  not.  Which  ex- 
plains why  the  averages  were  up 
most  of  this  year. 


Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greenbrier  Partners,  a 
hedge  fund 


During  a  bull  market,  investors 
seek  to  maximize  their  returns,  giv- 
en whatever  risk  constraints  they 
are  willing  to  live  with.  During  a 
real  bear  market,  investors  seek 
only  to  save  their  principal.  Greed 
gives  way  to  fear. 

It  seems  to  me  greed  has  held  the 
upper  hand  to  fear  since  1982,  for 
reasons  that  have  partly  to  do  with 
the  calendar  and  partly  with  the 
psychology  of  the  institutional  in- 
vestors who  dominate  the  market. 

One  of  my  slightly  abusive  part- 
ners once  asked  me  why  I  even 
bothered  to  show  up  for  work  dur- 
ing the  first  nine  months  of  the 
year.  As  a  stock  picker,  I  have  had 
far  more  success  as  a  short-seller 
than  as  a  long  buyer.  For  the  last 
several  years  most  of  the  modest 
success  that  we  have  had  has  oc- 
curred in  the  fourth  quarter,  when 
our  short  sales  produced  meaning- 
ful results. 

I  can  tell  you  from  unpleasant  and 
hard-won  experience  that  it  is  far 
easier  to  manage  money  when  you 
are  up  than  when  you  are  down. 
Since  1983,  and  until  this  year, 
most  money  managers  have  gotten 
off  to  rip-roaring  starts  in  January. 
Even  with  the  October  1987  crash, 
the  s&p  500  was  still  up  for  the  year. 

It  is  much  easier  to  make  objec- 
tive decisions  when  you  are  up  for 
the  year.  It  is  much  easier  to  sleep  if 
your  positions  are  moving  against 
you  when  you  are  up.  We  are  all 
judged  over  time  based  on  our  annu- 
al compounded  rates  of  return. 

But  it  is  an  understatement  to  say 
that  it  has  been  difficult  to  make 
money  on  the  long  side  in  1990.  The 
Value  Line  Geometric  index  of 
1,650  stocks,  which  probably  gives 
a  clearer  indication  of  how  most 


investors    actually    perform    th 
does  the  s&p  500,  is  currently  do 
14%.  Most  mutual  funds  and  mo| 
investment   advisers    are    likewi 
down  for  the  year. 

My  sense  is  that  this  year's  ui 
nerving    experiences    have    dimi:' 
ished  the  capacity  of  institution; 
investors  to  react  objectively 
the  ability  of  their  clients  to  n 
spond  calmly.  The  panicky  reacti 
to  the  events  in  the  Middle  East  w. 
a  sign  of  fraying  nerves.  Fear  is  grai 
ually  taking  over  from  greed.  A  f 
ther  setback  from  here  could  se: 
the  cattle  stampeding. 

So,  it  is  perhaps  a  good  time  to 
nothing.   If  I   were  pressed  to 
something  on  the  long  side,  I  mi, 
nibble  at  a  few  Texas  "franchisi 
companies,  which  should  do  well 
rising  oil  prices  raise  southweste: 
economic  prosperity.  AH.  Belo  Co\ 
(35)  publishes  the  Dallas  Momiri 
Neivs.  With  the  recent  decline  of  th| 
Dallas  Times  Herald,  the  News  is  no 
virtually    a    monopoly    newspap- 
and  should  benefit  from  that  pos: 
tion  of  dominance.  A  rising  south] 
western  economy  should  help  tel 
phone  traffic  at  Southwestern  Bell  (5 
and  passenger  traffic  at  Southwei 
Airlines  (24). 

Banks  and  real-estate-relate( 
companies  have  been  particularl; 
hard-hit  in  what  so  far  has  been 
modest  stock  market  decline, 
think  they  have  a  good  deal  furthe 
to  go  on  the  downside.  Lenders  am 
investors  are  gradually  awakeninj 
to  two  sad  facts.  First,  real  estatt 
appreciation  must  ultimately  relat< 
to  cash  flow  and,  second,  deprecia 
tion  is  a  real  expense.  The  Rouse  Co 
(20)  is  a  popular  real  estate  pla) 
among  institutional  investors.  Tht 
stock  sells  at  a  modest  160  time; 
earnings.  It  owes  approximately 
$1.8  billion.  If  you  subtract  "capita! 
expenditures  for  existing  proper 
ties"  from  net  income,  as  I  believe 
you  should,  the  company  is  losing  i 
great  deal  of  money.  (If  they  don't 
make  capital  improvements  to  ex 
isting  buildings,  the  tenants  leave.) 

With  the  downturn  in  the  Califor 
nia  real  estate  market,  most  Califor- 
nia real  estate  finance  stocks  have 
been  hard-hit — with  the  exception 
of  Wells  Fargo  (62),  which  remains  an 
institutional  favorite.  Wells  Fargo 
still  sells  at  a  big  premium  to  book 
value  and  has  the  highest  commit- 
ment of  assets  to  highly  leveraged 
transactions  and  lbos  as  a  percent- 
age of  equity  of  any  major  bank  in 
the  country.  I  would  avoid  it.  I 
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Weak  profits  and  oil  shocks  do   not 
necessarily  make  for  hear  markets. 


DON'T  PANIC 


Charles  E.  Baliin 


In  my  "Why  Bearish  Is  Bullish"  col- 
umn  (Forbes,   May   14]   I   advised 
•against  letting  a  faltering  economy 
•  and  disappointing  corporate  profits 
S  color   our   thinking   about   stocks. 
\  Now  the  picture  is  muddled  by  the 
\  oil  price  surge  triggered  by  Iraq.  But 
if  history  is  any  guide,  equity  mar- 
kets will  weather  both  storms. 

Even  before  Iraq  swallowed  Ku- 
wait, Wall  Street's  bears  were  skep- 
tical. In  July,  when  the  s&p  backed 
off  2%  from  i.ts  alltime  high,  the 
financial  press  abounded  with  sto- 
ries attributing  the  shock  to  poor 
earnings  comparisons  and  warning 
that  profits  and,  hence,  share  prices 
would  most  likely  remain  depressed 
for  the  foreseeable  future — a  scenar- 
io made  more  plausible  by  the  Mid- 
dle East  crisis. 

I  disagree.  The  ability  of  even  ac- 
curate profits  estimates  to  presage 
the  market  is  iffy. 

When  it  comes  to  security  analy- 
sis, perhaps  no  single  factor  con- 
sumes as  much  horsepower  as  fore- 
casting corporate  earnings.  Conven- 
tional wisdom  holds  that  investors 
armed  with  accurate  profit  esti- 
mates stand  to  gain.  Statistical 
I  methods  do  confirm  a  relationship 
i 

\  Charles  E  Babin  is  managing  director  of 
\BRS  Capital  Management,  Inc.,  an  invest- 
ment management  firm,  in  Boston. 


between  current-year  stock  price 
and  the  upcoming  year's  earnings. 
But  use  of  this  Imkage  as  a  market 
barometer  is  questionable. 

A  casual  cxammation  reveals  the 
danger  of  relying  too  heavily  on  prof- 
it projections  to  set  equity  strategy. 
Imagine  that  earnings  could  be  fore- 
cast perfectly.  Many  investors  might 
have  soured  on  equities  in  1984  had 
they  known  that  profits  would  fall 
22%  in  1985— followed  by  another 
drop  in  1986.  They  would  have 
missed  a  6%  return  in  1984  and  an 
incredible  32%  in  1985.  It  wouldn't 
have  been  an  isolated  incident. 

The  table  shows  that  the  Com- 
posite's earnings-pcr-sharc  growth 
declined  on  four  occasions  during 
the  volatile  1980s.  But  only  one  of 
these  events  was  preceded  by  a  neg- 
ative stock  market.  What's  more. 


Even  if  perfect 

earnings  estimates 

were  possible, 

would  it  matter? 


Investment 

return  from 

stocks' 


Following 

year's  profit 

growth^ 


1980 


32.4% 


3.6% 


1981 


-,S.O 


-17.7 


1982 


21.6 


1983 


22.6 


18.6 


1984 


6.4 


-22.0 


1985 


32.0 


1986 


18.8 


20.9 


1987 


5.2 


3,5.7 


1988 


16.6 


-3.7 


1989 


31.6 


8.5' 


Average 


16.0 


5.4 


S&P  appreciation,  plus  dividends.     -S&['  SOO 
earnings  per  share.     -^Estimate, 


the  robust  1985  stock  market  was 
followed  by  a  profit  decline,  while 
the  best  earnings  year  (1988)  was 
preceded  by  an  anemic  market. 

Back-testing  to  1958  indicates 
that  less  than  20%  of  the  annual 
fluctuation  in  the  s&.p's  total  return 
can  be  attributed  to  the  following 
year's  profit  growth.  An  enhanced 
relationship  is  uncovered  by  rolling 
out  the  forecast  horizon  yet  another 
year  and  measuring  earnings  mo- 
mentum, i.e.,  the  acceleration  or 
deceleration  of  earnings  growth. 
Nevertheless,  even  this  correla- 
tion's power  to  steer  equity  com- 
mitments is  limited. 

Does  the  Iraqi  situation  strength- 
en the  bearish  case?  Maybe.  But  ex- 
perience with  previous  oil  disrup- 
tions suggests  that  there's  reason 
not  to  give  up  on  stocks.  During  the 
Iranian  oil  crisis  (1978-79),  equity 
returns  were  positive.  And  in  1980 
the  s&p's  total  return  topped  32%, 
amid  recession  and  flagging  profits. 

The  OPEC  oil  embargo  (1973-74) 
preceded  the  1974-75  recession.  But 
only  in  1974  did  the  stock  market 
decline  (26%),  perhaps  anticipating 
an  even  deeper  recession  in  1975. 
Still,  it  would  have  been  a  mistake 
to  panic.  The  sdkp  recovered  in  1975 
and  tacked  on  25%  in  1976. 

Thus,  in  my  opinion,  weak  profits 
and  Iraqi  sword-rattling  do  not  nec- 
essarily make  for  a  bear  market 
through  1991.  For  tactical  deci- 
sions, what's  needed  is  a  variable 
that  anticipates  the  stock  market 
and  can  directly  estimate  its  invest- 
ment potential.  Fortunately,  there's 
a  solution:  interest  rates. 

History  shows  that  competing  fi- 
nancial markets  do  not  move  in  uni- 
son and  that  careful  monitoring  of 
the  credit  market,  as  measured  by 
three-month  Treasury  bills,  can  be  a 
useful  guide  in  making  equity  deci- 
sions. For  more  than  a  year — even  in 
the  face  of  an  oil  crunch — interest 
rate  movements  have  been  signal- 
ing a  positive  outlook  for  stocks. 

While  there  are  land  mines,  in- 
vestors should  be  wary  of  gloom- 
and-doomers.  In  the  week  after  the 
Kuwait  invasion,  the  s&p  declined 
less  than  5%  and  was  within  about 
8%  of  its  July  peak.  Today's  market 
is  proving  remarkably  buoyant,  in 
spite  of  frightening  news  from  the 
Persian  Gulf  and  weak  profits  at 
home.  That  the  market  is  this  resil- 
ient suggests  that  I99rs  business 
environment  will  be  healthier  than 
many  experts  suspect,  Saddam's 
ambitions  notwithstanding.  ■ 
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FRANCHISES 


Franchise 

your  business! 

A  Seminar  for  business  owners  and  C.E.O.'s 


More  and  more  businesses,  large 
and  small,  are  expanding  through 
franchlsmg.  If  your  successful  busi- 
ness system  can  be  taught  to  others, 
you  should  consider  the  franchise 
alternative.  Attend  this  all-day  semi- 
nar conducted  by  the  only  manage- 
ment consulting  firm  that  has  helped 
500  businesses  become  franchisors. 


Topics  include 

■Franchise  oilena  •  Earnings  potential 

•  Marketing  methods  •  Growth  potential 

•  Legal  requirements  •Development  costs 

Tuition  S145    •    Group  rates  available 
Call  for  reservations 


'  Seminar  Locations ' 


Atlanta        Sept  1 1      i  „„  a„„„i„.  ,-,„,     ,c  San  Diego  Oct  19 

Boston        Sept  14     if  *  ^P^*"*  gfl,  ^  San  Francisco     Oct  15 

m1     v„L        t^l,^  San  Jose  Oct  15 

NewYork       Sept  13  Washington,  DC  Sept  1  2 


Chicago     Sept  26 
l^s  Vegas  Oct     19 


Can't  attend?  Call  or  write  for  inlormalion  on  franchising  your  business 


1-800-877-1103 

Ffancorp' 


Now  Vork     237  Park  Avenue  •  Ne\n  York,  NY  10017  •  (212)  922-3600 
Chicago     20200  Governors  Drive  •  Olympia  Fields,  IL  60461  •  (708)  481.2900 
Lo»  Angeles     finin  W   r.pnturv  Bivd    •  [  n^  Anqpips   rA  qnnas  .  (213J  338-0600  j 


BUSINESS  OPPORTUNITIES 


BUSINESS  SERVICES 


REPOSSESSED  VA  &  HUD  HOMES 

available  Irom  government  Ironn  $1  without  credit 
check  You  repair  Also  drug  seizures  and  tax 
delinquent  foreclosures  CALL  (805)  582-7555 
EXT  H-1030  lor  repo  list  your  area 


SEIZED  CARS — Porsche,  Ferrari,  Vetle 
etc  Trucks,  boats.  4-wheelers,  TV's,  stereos, 
lurniture  by  Drug  Enforcement  Agency,  FBI,  IRS 
Unbelievable  bargains  on  late  models  Available 
your  area  nov».  Call  (805)  682-7555  EXT  C-1031 


CEI  I   YflllR  B^Q'^^'^C^"^^-''^ 


in  Japanese  MLS- 


DQADCQTV  'VPe  service  Reach 
rnUrCni  I    lOOO'sotBrokers/ln- 

mlAPAM  vestors/Corporatlons 
«IMr  Mil  in  Japan.  Free  trans- 
lation/typesetting Also  display  ads,  brokerage/ 
agency  services,  consulting,  marketing,  trade- 
showfs  NO  COH/IIUIISSION. 

Hon  sc  Bunker  1-800-USA-2111 


to  N»o 


■  The  easiest  tway 

PLACE  YOUR  ADS 

in  any  major  newspaper  trade 

publication  or  nnagazine 
CALL1-800-522-4-ADS 

(1-800-522-4237) 

CLASSIFIED 
AD  BUREAU 

24  hour  fax:  212-764-2934 


-3kWe 


We  accept 

cut  out  and  retain  for  future  use 


EXPOSE  YOURSELF!  To  an  ex 

ploding  company  paying  top  execs  5  &  6 
figure/mo.  incomes.  Now  opening  na- 
tional and  international  markets.  Will  de- 
velop 5  leaders  lo  lop  exec  positions 
Training  program  provided.  If  you  desire 
to  capitalize  on  a  momentum  boom  call 
1-800-326-3165 
24  fir  message. 


POSITIONS  AVAILABLE 


CAPITAiyiNVESTMENT 
OPPORTUNITIES 


0 


VERSEAS  CAPITAL 

Lquity  ordebt  lor  corpor.ite,  real  estate 
dnd  venture  funding  Ak.o  loans  or  pur- 
chase of  restricted  public  slock  $500K 
lo  $25  million  No  front  fees  We  are  a 
direct  capital  source  Send  proposal 
to   Mrs   Russo 

Pan-Global  Securities 

Box  6989,  Panama  5,  R  P 
:  Tel:  507-27-2055    Fax;  507  27-2059 


Executive  Director:  E  KY  Econ.  Dev.  & 
Jobs  Creation  Corp.  New  43-Co.  Agency 
Eslab.  by  KY  General  Assy.  Exec 
Dir  =  Leaderstiip  initiatives  for  Corp's 
work;  Hire  &  direct  staff;  Manage  Budget, 
Fundraise  Liaison  W/Busi,  Govts.  Appli- 
cant =  Upper  Level  mgmt  exper.  Resume 
by  9/1,  Sal  50K  +.  Bill  Weinberg,  Ch., 
EKED&JCC  P.O  7190  Hazard  KY  41702 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren  212-620-2440 


Save 

50% 


FREE  CERTIFICAI 

AWARD  PLAQUES  WHOI 

Perfect  award  to  show  appreciatior 
recognition  for  donors,  employees, 
salesmen,  members  and  at  meeting^ 
conventions. 

SEND  FOR  FREE  COLOR 
BROCHURE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  NUMBER  205-349-37| 
Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 
Tuscaloosa,  Alabama  35403 


FINANCIAL  SERVICES 


Introductory  Trial 

Value  Line 
Only  $60 


An  introductory  subscription  to  The 
Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors 
Reference  Service — ^Value  Line's  most 
recent  reports  and  ratings  on  1700 
stocks.  You  will  also  receive  analyses 
of  about  130  stocks  each  week  for  10 
weeks  for  $60.  Available  only  once 
every  two  years  to  any  household.  30 
day  Money-Back  Guarantee. 

SCall  ToU-Free 
1-800-633-2252 

(Ext    26Xf>-Dcpt   916  E03) 

American  Express,  MasterCard  or 

Visa.  7  days  week,  24  hrs.  a  day. 

BIG-NAME  STOCKS 
10  UNLOAD  NOW: 

My  new  Performance  | 
Ratingsof  all  NYSE  ' 
stocks  show  200  ex 
tremely  vulnerable 
stocks  (rated  8  or  9) 
-including  some  very  I 
famous  names  - 
wfiicfi  I  believe  could 
"take  a  bath."  I'll  rush 
you  the  Performance 
Ratings  ($39  value)  as  a  bonus  with 
your  subscription  to  The  Zweig  Fore- 
cast Time  IS  crucial. 

Three-IVIonth  Trial  $50.  One  Year 
$245  Visa  or  MC  1-800-633-2252 
Ext  9064. 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  NY.  11710 


Vanguard  Investors 


Unsure  about  your 

Vanguard  Investments? 

The  National  Association  of  Mutual 
Fund  Investors  can  help.  NAMFl  is 
the  independent  association  of 
Vanguard  shareholders  and  is 
devoted  exclusively  to  Vanguard 
mutual  funds.  Members  receive 
monthly  Vantage  Point  newsletter 
reports  and  much  more.  Call  or 
write  for  full  details:  National 
Association  of  Mutual  Fund  Inves- 
tors, Suite  195,  2927  W.  Liberty 
Ave.,  Pittsburgh,  PA    15216. 

1-800-628-2828,  Ext.  597 


MARTIN  ZWEIG 


FINANCIAL  SERVICEliii 


INVEST  INTELLIGENTLY! 

Save  co.stly  mutual  fund  sales  cttargc 
expenses,  Ttte  Investors' Guide  willlei 
througti  ttie  mutual  fund  maze.  It  profi 
tiigti  performing,  mostly  no-load  e 
funds  witti  low  expenses.  For  Guide 
$25  lo:  Mutual  Fund  Research,  3S2  { 
Archer  Road,  Suite  52,  Gainesville 
.12608 


MISCELLANEOUS  FOR  S  i*i 


INVESTMENT  GEMSTO^ 
GUARANTEED  LIQUIDIT 

We  buy  &  sell  Diamonds  and  all  Pi  '« P*i^i 
Gemstones.  Free  wholesale  catalog  '"^' 
1%7!  Member:  Jewelers  Board  of  11 
Chamber  of  Commerce . 

HOUSE  OF  ONYX 
One  Main  Street 
Greenville,  Kentucky  42345 
TOLL  FREE  l-800-«26-835lso\  ni 


EDUCATIONAL  SERVICE 


FULLY  APPROVED  UNIVERSFJ  (MiiIbo, 


DEGREES!  Economical  home  stt 
for  Bachelor's,  Master's,  Ph.D 
approved  by  California  State  D( 
of  Education.  Prestigious  faculty 
counsels  for  independent  study 
life  experience  credits  (5000 
enrolled  students,  400  faculty). 
Free  Information  -  Richard 
Crews,  M.D.  (Harvard),  Presidet*!!, 
Columbia  Pacific  University,  De[ 
3D16   1415  Third  St.,  San  Rafael 
CA  94901.    Toll  free;  (800)  22T 
0119;    CA;   (800)  552-5522;  or 
(415)  459-1650 
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lEMENl 


FREE  COLLEGE  TA 


'pDowi 
EXTERNAL  DEGREE^^j'^ 

;fimin«l  Juslic«  Mgl .  Theology.  I>W. 
Financial  aid  available 


TOLL  FREE  24  hn.  (800)  759-01  m-% 


lA  SALLE  UNWERSITT 

Mandeville,  LA  70470-4000 


litnora  c 


CwKmj 


COLLEGE  DEGRE 

BACHELORS  •  MASTERS  •  DOCTOR/ 

For  Worti  Lite  ind 

Experience  No  Claum 

Atlendince  Requind 

Call  (213)  471-0 

OutaM*  Calltoni 

1  •  800-423-32  j, 

01  send  detailed  resa 

tor  Free  EvaluatiOl 

Pacific  Western  University 

365  Canal  SI  #2300.  Depi  185. 
New  Orleans,  LA  70130  Phone  e00-423-32<'< 
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INVESTMENT  AUTOMOBILES 


WINE  CELLARS 


YOU  CAN'T  DRIVE  STOCKS 
ID  BONDS  AROUND  THE  BLOCK 


you  can  drive  a  Classic,  Luxury  or  Exotic  car.  AND  YOU  COULD  MAKE  FAR 
;  MONEY  OFF  OF  ONE.  If  you  had  purchased  certain  automobiles  worth  $  100,000 
15  shown  in  the  duPont  Registry,  today  the  cars  could  be  worth  in  excess  of 
)00.  AND  YOU  WOULD  HAVE  HAD  A  LOT  OF  FUN  DRIVING  THEM.  Look  into 
thousands  of  automobiles  offered  for  investment  in  4-color  photographs,  with  fac- 
stails.  Subscribe  to  the  world's  marketplace  of  fine  cars. ..the  duPont  Registry, 
ig  but  the  pictures  and  facts  to  invest  on.  $39.95  buys  a  year's  subscription  (12 
ly  issues).  PO.  Box  25237.  Tampa,  FL  33633-0243. 


aU  1-800-233-1731 


WiNECELLARS-  USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 


VisafMC/AmExJDiscmet 


Handmade  Wood  Cellars 


your  Cost 


296  Bottle  Credenza 

Ret:  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models 

-  Not  Haudniadt' 

40  Bottle  Glass  Door 
60  Bottle  Glass  Door 


$  599 
749 


$  499 
659 


FurVault  holcis  about  8  Furs  $3495         $  1895 


Custom  Cellars  &  Racking  Systems  -  Call  For  Caralog 

134  W  131ST  St.  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


REAL  ESTATE 


MERCHANDISE 


CORPORATE  ITEMS 


ANA'S  PREMIER  FISHING 

H.  Situated  on  (he  banks  of  the 
ole  River,  this  ranch  is  a  fly 
lan's  paradise.  Extending  along 
d  a  half  miles  of  the  Big  Hole 
ind  another  mile  and  a  half  of 
se  River,  the  ranch  boasts  its  own 
ite  spring  creek.  Bordering 
al  forest  land  on  the  south  end, 
nch  encompasses  2,300  acres 
stretch  across  the  valley  bottom. 
d  only  35  paved  miles  from  a 
airport,  it  features  an  architecl- 
;d  home  perched  on  a  bend  of 
er.  It  commands  a  spectacular 
if  the  river  and  surrounding 
ain  peaks.  The  package  also 
:s  eight  guest  cabins  and  a  full 
:ment  of  working  improvements 
oth  guest  and  agricultural 
ions.  Combining  superb  fishing, 
bility  and  aesthetics,  it  is  in  a 
y  itself. 

i  SON  VALLEY.  Located  at  the 

eiice  of  the  Madison  River  and 

(luntain    stream,    with    lush 

httom  meadows,  this  ranch  has  a 

'ne  set  of  improvements.  It  offers 

sive  views  of  Sphinx  Mountain 

'e  Madison  Range,  plus  views  of 

owl    and    wildlife    along    the 

ed  Madison  River.  Easy  access 

Ennis       and       Bozeman. 

etitively  priced. 

!t  exclusive  agent  for  sellers:  Hall 
iail,  Inc.,  P.O.  Box  1924,  Billings, 
imaS9I03.(406)2S2-2155or(406) 
190. 


tEMENT  COMMUNITIES 


king  Retirement? 


Up  Down  in  South  Carolinai 

4-pg official  Rctiremtrnl&  Kcicx'ation 
id  free  Seniors  Tax  Brochure  lo  stud\ 
compare  the  value  then  plan  a  trip 

Send  a  $5-00  check  to 
irement   Communities   Association 
:  5027  (Rm  F)  ♦  Columbia.  SC  29250 
'Committed  To  Quality.  Sen'ice.  Iniegnty 


COMPUTERS 


'flRYITlflC  INDUSTRIESINC 


:  14th  year  of  DISCOUNTS 

Tandy*Computers 
adio  Shack® Products 
oil  Free  800-231-3680 
•  aty  Fwy.  Katy(Houslon)  TX  77450 
:  92-0747  Fax  (713)  574-4567 


STOP  SWEAT 
6  WEEKS 

DRIONIC-   -    the 

heavy    sweater's 
answer  lo  costly,  em- 
barrassing   sweat. 
Treatment  with  elec- 
tronic Drionic  keeps 
these  areas  dry  for  6 
week    periods.    Try 
doctor  recommena- 
ed  Drionic  for  sweat 
control  unequaled  by  s 
)a.  I 
>ay  i 
10  medical  books.  To  » 
order,  specify  under- 
arms, hands  or  feet  & 
send  $125.  ea.  pair. 
CA  res.  add  6Vt  tax. 

45  DAY  MONEY  BACK  GUAR. 

GENERAL  MEDICAL  CO.  Depi  FOB-35 
1935  Armacost  Ave  ,  Los  Angeles,  CA  90025 
Phone  orders-MC/Visa-800  HEAL  DOC 


any   other   methoc 
Sate  &  effective  say 


FEET 


EXECUTIVE  GIFTS 


!!  CASHMERES  !! 

Add  Lots  Ot  Otiiet  Goodies  !  ftee  Brochure,  Map' 

WHEN  IN  SCOTLAND,  COME  ON  IN! 

or  write,  phone,  or  fax 

all  maior  cards  accepted 

Phone:  on -44-334-72366  (24tirs) 

Fax:  76416 

ST  ANDREWS  WOOLLEN  MILL, 

ST.  ANDREWS,  SCOTLAND 

(Yes,  were  rigtit  tieie  on  Itie  IStlt  Green') 


HISTORICAL 
REPRODUCTIONS 


Die  Kinyliawk  Gallery 

Depi  44 
?15  Broadway 
tteu  York,  NV  10010 
212-529-1144 


PRINTING  SERVICES 

PRIfsrriN  ASIA- 
SAVE  THOUSANDS! 


1-800-552-1776 

Asia  Color  Print  Exchange 


100%  Cotton/ Your  Logo!  — 

Better  Than  Lacoste  or  Ralph  Lauren! 


Our  100%  Cotton,  American  Made  polo  shirts,  custom  embroidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time!  Minimum  order  )ust  12  shirts,  for  a  price  list  and  catalogue 


please  call 


1-800-274-4787 
The  Queensboro  Shirt  Company 

Dept  F9,  119N  11th  St.,  Greenpoint,  NY  11211 


RESIDENTIAL  ELEVATOR 


The  "vanishing  elevator" 
made  exclusively  (or  the  home. 


mjnivator 

■  hesioentiai  elevator 

FREE  CATALOG 

AMERICAN  STAIR-GLIDE  CORPORATION 

DEFT  FOR-0990 

GRANOVIEW  MISSOURI  64030 

1-600-383-3100 


FASHION 


Dresses  For  Success 

Executive  suits,  elegant  dresses,  contem- 
porary sportswear,  and  evening  dresses 
too!  For  a  great  image  during  and  after 
nancy  Catalog  with  swatches  and 
t  guide  $V  refundable  with  order 
Visit  our  stores  in:  Atlanta. 
Arlington  Hu.,  IL,  Baltimore,  Boston, 
Chariolte.  NC.  Chicago,  Cleveland, 
Dallas,  DenvcT.FairOaluMaU,  VA,Ft 
Lauderdale,  Harrisburg.  PA,  Hartford, 
CT.  Houston.  King  of  Prussia,  PA,  Los 
Angeles.  Memphis.  TN.  Minneapolis, 
Jew  Orieans,  New  York.  Palo  Alto,  CA, 
PhiladelphU,  Plilsburgh,  Princeton,  N.).. 
Rochester,  MN,  St  Louis,  San  Francisco. 
OrangeCounty,  CA.  Stamford,  CT,  Wash- 
ington, D.C.  Phone  215-6250151 
1309  Noble  Street,  5th  Floor , 
Dept   FOOl,  Phila  ,  PA  1912.3 


EXECUTIVE  GIFTS 


THE  ULTIMATE  CHAIR 
for  a  stress-free  workday! 


Our  leather 

office  chair 

reclines! 


DdCKCTdVU:  1.800-251-2225  or  write 

53  Jefbey  Ave.,  Dept.  F-62.  Holliston,  MA  01746 

In  MA  508-429-5940 


TE-AMO  CIGARS 

CALL  1-800-672-5544 
(NY  State:  212-221-1408) 


wmi  4(H>age  nscount  Catalog  -  HIS 

I   Call/write/FAX . . .  we'll  send  FREE  o  3-Pack  of 

new  Te-Amo  Parh  Avenues  [kVt",  42  RGj 

■   wotik  UM.   You  poy  S2  to  cover  StH, 


charged  to  Visa  or  MCard.  All  to  introduce  a  I 

?|reat  new  Te-Amo  shape  and  the  best  ploce  _ 

or  you  to  buy  ot  disiount  fresh,  perfect  Don  I 

DitgOt  H.  Upmonn,  Cabanas,  Henry  Clay,  Prima  ' 

_   Dtl  Sey,  ANY  top  bronjl  m 

I    FAMOUS  SMOKE  SHOP  ■ 

-55  W,  39th  St  ,  New  York,  NY  10018  a 

Otter  expires  Oct  31. 1990- F-05-01 

Forbes:  Capitalist  Tool® 


If*' 


Streetwalker 


Edited  bv  Thomas  Jaffe 


Dont  sell  the  U.S.  short 

Iawrence  Veit,  an  international 
leconomist  at  Brown  Brothers  Har- 
riman,  thinks  both  the  U.S.  dollar  and 
U.S.  markets  look  favorable  right  now 
compared  with  foreign  markets  and 
foreign  currencies. 

This  is  clearly  a  minority  view: 
During  the  first  quarter  of  1990  over- 
seas investors  were  net  sellers  of  U.S. 
securities  for  only  the  second  time 
since  the  third  quarter  of  1983.  Week- 
ly and  monthly  data  from  Brown 
Brothers  suggest  the  trend  continued 
through  the  second  quarter. 

What  of  the  last  couple  of  weeks? 

"Since  the  Kuwait  crisis,"  says 
Veit,  "there  haven't  been  the  safe  ha- 
ven money  flows  to  the  U.S.  you  nor- 
mally would  have  expected.  But  no 
stock  market  has  been  a  safe  haven 
since  this  crisis  began.  Investors  arc 
reevaluating  whether  they  want  to 
hold  stocks,  cash  or  fixed-income  se- 
curities, and  they're  voting  for  cash." 

In  that  case,  what  are  the  prospects 
for  the  U.S.  dollar?  Veit  expects  it  to 
strengthen  in  relation  to  European 
currencies.  One  reason:  According  to 
his  estimates,  in  1990  the  hourly 
compensation  of  production  workers 
(measured  in  dollars)  will  be  $14.88 
for  Americans,  versus  $19.89  for  Ger- 
mans. "Over  long  periods  of  time,"  he 
says,  "this  is  the  kind  of  measure,  not 
euphoria  over  something  like  German 
reunification,  that  really  moves  ex- 
change rates  in  a  fundamental  way." 

Veit  also  looks  for  a  fairly  sustained 
improvement  in  the  U.S.  balance  of 
trade.  Between  1987  and  1989,  he 
notes,  the  current  accounts  deficit 
was  cut  by  about  one-third,  to  $110 
billion.  In  1990  he  expects  a  further 
reduction,  to  $86  billion. 

Concludes  Veit:  "When  I  look  at 
some  European  portfolios  that  have 
only  5%  of  their  global  assets  in  U.S. 
equities,  I  think  they're  making  a  very 
dangerous  negative  bet.  The  U.S. 
stock  market  could  well  outperform." 


Carl's  cap  shrink 

Carl  Lindner  has  had  some  bad  luck 
lately  with  his  investments  in 
Circle  K  and  Great  American  Com- 
munications (Forbes,  Dec.  25,  1989], 
but  the  Cincinnati-based  financier 
isn't  in  such  bad  shape.  His  private 
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company,  American  Financial  Corp., 
owns  34%  of  the  63  million  shares  of 
Penn  Central  Corp.,  and  over  the  past 
few  years  Penn  Central  has  amassed  a 
cash  hoard  of  $1.2  billion,  or  $19  a 
share,  through  a  string  of  asset  sales. 
The  market  doesn't  much  like  con- 
glomerates, so  Penn  Central  recently 
sold  at  just  2378  on  the  nyse,  or  not 
much  more  than  what's  in  the  till — 
making   it   one    terrific   investment. 

Penn  Central  proposes  to  use  $156 
million  of  that  cash  to  buy  back  6 
million  shares,  or  9%  of  its  common, 
at  $26  apiece.  As  a  result,  Chairman 
Lindner's  stake  would  rise  to  38%.  If 
the  tender  offer  is  oversubscribed,  the 
company  may  spend  an  additional 
$39  million  for  another  1.5  million 
shares.  And  that  would  still  leave 
roughly  $1  billion  in  cash  on  hand. 

Penn  Central's  remaining  business- 
es aren't  especially  exciting — wire 
and  cable,  heavy  industrial  equip- 
ment, defense  and  insurance.  But  they 
are  sound  enough  that  analyst  Donald 
Zwyer  of  Kidder,  Peabody  expects  the 
conglomerate  to  earn  $2.50  a  share  in 
1990  and  $3  in  1991  from  these  busi- 
nesses and  from  income  from  the  cash 
hoard.  These  arc  untaxed  profits,  as 
Penn  Central  has  substantial  net  op- 
erating loss  carryforwards  left  over 
from  its  long  ago  railroad  days. 

Zwyer  likes  what  Lindner's  doing 
here  and  suggests  that  investors  fol- 
low his  lead:  Buy  or  hold  the  stock 
and  let  the  buybacks  gradually  in- 
crease their  proportionate  ownership. 
Zwyer  sees  the  stock  at  35  in  a  year. 


Credibility  gap 

News  of  disappointing  earnings 
prospects  for  chains  that  operate 
office  products  superstores  have  late- 
ly sent  the  o-t-c  stocks  of  BizMart 
Inc.,  Office  Club  Inc.  and  Staples  Inc. 
tumbling.  Could  this  have  been  fore- 
seen a  couple  of  months  ago?  Proba- 
bly. By  then  the  stock  of  Office  Depot 
Inc.,  also  in  the  business,  was  down 
considerably  from  its  12-month  high. 
Funny  thing  about  highly  touted 
growth  companies,  though.  One  rare- 
ly hears  their  investment  bankers — 
ditto  the  security  analysts  who  work 
for  those  firms — sound  a  cautionary 
note  until  after  the  fact. 

Take  BizMart,  which  Alex.  Brown 
&  Sons  brought  public.  In  July  Brown 
co-underwrote  a  secondary  offering  of 


2.75  million  BizMart  shares.   Pr 
$15.75.   Recent  price:    10%.  In  J| 
Staples  sold  $70  million  of  com 
ible  subordinated  debentures  in  ar 
fering  comanaged  by  Goldman,  Sa 
and  Montgomery  Securities,  throj 
which  it  originally  went  public, 
the    prospectus   was   published, 
stock  was  at  25.  Recent  price:  I8'/j 

Both  these  companies  may 
prove  to  be  stars.  But  thanks  to  til 
handlers,  their  credibility  currentlj 
low.  The  best  advice  we  can  gf 
therefore,  is  to  pass  on  both  sto| 
even  at  the  depressed  prices. 
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An  office  products  superstore 
Giving  investors  the  business? 


ittolio 
mid 
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In  this  respect  Salomon  Broth 
and  William  Blair  &  Co.  may  dese;  gi 
some  credit.  A  July  red  herring  for 
offering  by  Office  Club  of  1.3  milli 
new  shares  was  based  on  an  assun 
offering  price  of  $15.25  a  share. 
Salomon's  analyst  lowered  his  ea: 
ings  estimate  for  the  company, 
the  underwriters  might  postpone  t 
deal.  Recent  price:  12y4. 
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Boise  noise 

In  early  August  the  stock  of  Bo 
Cascade  Corp.  rose  5  points  in  o 
day  on  rumors  of  a  possible  takeo\ 
bid  for  the  forest  products  and  paj 
firm.  Its  38  million  shares  had  be 
around  30,  near  their  12-month  lov 
The  buzz  accompanying  the  run 
was  that  $4.3  billion  (sales)  Bois( 
assets  are  worth  $80  to  $90  a  sha: 
Including  long-term  debt,  that  wot  1,7 
make  for  a  deal  of  $4.5  billion 
more.  Not  likely,  says  one  of  Stre« 
walker's  best  sources.  More  realist  \; 
says  he,  would  be  $50  to  $60,  or  six 
seven  times  the  $8.30  a  share  of  caL- 
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)w  (net  income,  deferred  taxes  and 
preciation)  he  thinks  Boise  will 
aerate  this  year. 

So  far  no  buyer  has  surfaced,  and 
cently  the  shares  have  eased  a  bit,  to 
'/s  on  the  NYSE.  Those  waiting  for 
lise  to  catch  fire  should  know  that 
is  isn't  the  first  time  Boise  has  been 
uted  as  a  target,  and  in  the  past 
ose  rumors  have  gone  up  in  smoke. 
Like  others  in  its  industry,  this 
mpany  has  been  hit  hard  by  a  cycli- 
l  downturn.  Our  source  doesn't 
ink  Boise  will  earn  much  more  than 
a  share  either  this  year  or  next, 
[lich  means  it's  trading  at  around  1 7 
oes  estimated  1990-91  earnings, 
impare  that  with  the  p/e  carried  by 
:ernational  Paper,  generally  consid- 
*d  to  be  a  superior  company.  At  a 
;ent  SlVi,  ip  sells  for  just  eight 
aes  the  $6.50  a  share  our  source 
Dects  it  to  earn  this  year, 
ioise  is  clearly  vulnerable  to  a  sell- 
that  could  drop  it  into  the  20s. 


ibleware  fable 

1  March  Brown-Forman,  the  big 
distiller  that  also  owns  Lenox  Chi- 

bought  Kirk  Steiff  Co.,  a  flatware 
>ker.  Several  months  later,  in  its 
lual  report,  Brown-Forman's  chair- 
.n  said  the  company  was  looking 

acquisitions  to  complement  its 
Drtfolio  of  premium  products."  So 

0  might  the  targets  be,  investors 
asking.  One  name  that's  come  up 
Oneida    Ltd.,    the    $409    million 

les)  manufacturer  of  tableware  and 

»iustrial  wire  products. 

Vt  a  recent  nyse  price  of  1 1  Vk — near 
12-month  low^the  stock  certain- 
is  cheap,  at  less  than  eight  times 
t  year's  earnings.  The  company 
3  sells  for  just  five  times  estimated 
h  flow.  Say  the  bulls,  it's  worth  as 
.ch  as  $20  a  share.  (There  are  10 
llion  shares  outstanding.) 
Hut  analyst  John  Walthausen  of  Al- 
ly's C  L  King  &.  Associates  doesn't 
nk  a  deal  is  forthcoming.  Oneida 
defended  itself  with  a  poison  pill, 

1  an  employee  stock  ownership 
n  owns  14%.  What's  more,  Oneida 
heap  for  good  reason.  For  the  fiscal 
r  ended  Jan.  31,  the  Oneida,  N.Y.- 

-ed  company  earned  $1.51  a  share, 
lUt  the  same  as  during  the  previous 
b  years — and  the  trend  is  down. 
Ithausen  thinks  that  in  the  current 
r  Oneida  will  earn  just  $1  a  share, 
ile  he  thinks  it  can  recover  to 
50  in  fiscal  1992,  that  would  only 
earnings  back  to  1988-90  levels, 
'he  plain  fact  is  that  sometimes  a 
sap  stock  deserves  to  be  just  that. 
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IN  PARADISE 

A  island  paradise  that  offers 
you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $2.400 


^^ 


per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 
For  information  please  write: 
Fiji  Manager 
Attn:  Errol  Ryland 
Fort  Garland,  CO  81 133 
or  call  (719)  379-3263  9014 


Showcase  Your  Annual  Report  in 


Forbes 


FALL  ANNUAL 
REPORT  PORTFOLIO 
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I  he  Number  One  Choice  of  Investor  Relations  Professionals 

Appearing  in  the  November  26,  1990  issue 
Closing:  September  29.  1990 

Make  your  company's  most  important  document  visible  to  active 
institutional  and  private  investors— the  2.3  million  affluent  readers 
of  FORBES.  Together,  FORBES'  subscribers  own  over  $56  billion  in 
corporate  stocks  and  they  use  annual  reports  when  determining  a 
company's  investment  potential. 

Reader  service  cards  bound  into  the  Fall  Annual  Report  Portfolio 
help  you  generate  a  highly  qualified  list  of  prospective  investors. 

For  more  information  contact: 

Sarah  Madison  Virginia  Carroll 

(505)  275-1282/3         (212)  620-2339 

Sources:  Mendelsohn  Media  Research,  1989/ Don  Bowdren  Associates,  1990 
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Millions  of  well-informed  market  watchers  find  our  financial  coverage 
to  be  a  cut  above.  For  example,  we  not  only  provide  the  most-active  stocks 
in  a  convenient  table,  we  also  rank  them  by  percentage  of  shares  traded. 
Which  means  you  get  more  than  the  ups  and  downs-you  get  the  ins  and 
outs,  too.  Maybe  that's  why  so  many  readers  invest  in  USA  TODAY. 


PEOPLE  GET  INTO  IT  BECAUSE 
THEY  GET  SO  MUCH  OUT  OF  IT. 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

iventy  years  ago  in  Forbes 

om  the  issue  of  September  4.  h)20) 
Vhen,  oh!  when,  will  we  poor  delud- 

mortals  realize  that  we  cannot  get 
mething  for  nothing?  It  was  the  de- 
sion  that  a  slick  young  Italian  had 
scovered  a  mysterious  method  of 
aking  millions  while-you-wait,  and 
;  was  graciously  making  thousands 
persons  rich  overnight,  which 
oved  hordes  of  credulous,  greedy  in- 
)cents  to  send  their  savings  to  Ponzi 

be  doubled  in  a  few  months.  .  .  . 
id  so  the  moths  flocked  to  Ponzi's 
ining  light — and,  of  course,  had 
eir  wings  singed." 

mmigrants  are  now  arriving  at  the 
:e  of  5,000  per  day.  During  the  year 
ded  June  30  new  arrivals  were 
0,000.  Shipping  companies  report 
at  all  available  accommodations  for 
'ear  in  advance  have  been  booked  by 
3spective  immigrants." 

Sty  years  ago 

om  the  tissue  of  Seplemhcr  1.  19,M)) 
•ate  for  the  development  of  retail 
siness  in  the  automotive  industry 
s  been  a  freely  movable  point  ever 
ice  the  first  of  the  year,  and  opti- 
sm  regarding  its  approach  has  been 
'ely  tried  as  month  after  month  has 
le  by  without  marked  increase  in 
•ying  demand.  The  lack  of  public 
erest  in  the  motor  vehicle,  by  con- 
st with  recent  years,  has  been  re- 
irkable — and  disturbing." 


ntiac  Big  Six  ad  in  1930  urged  fleet 
.>ers  to  "compare  the  cost  per  mile" 

he  greatest  of  all  match  producers, 
Swedish  Match  Co.,  has  an  abso- 
e  monopoly  in  Poland,  Peru, 
;ece,  Ecuador,  Estonia,  Hungary, 
goslavia,  Latvia  and  Rumania,  and 
lost  complete  control  in  Germany, 
2at  Britain,  France,  Italy,  India,  Ja- 
1,  Turkey  and  in  several  countries 
South  America.  Together,  these 
iintries,  often  desperately  in  need. 


Swedish  ituitcb  king  liar  Krenger  before 
hi'i  nnnuisking  as  a  king-sized  embezzler 

have  borrowed  from  the  most 
powerful  of  all  international  trusts 
the  enormous  sum  of  $350  million  at 
moderate  interest,  in  exchange  either 
for  a  complete  monopoly  of  the  manu- 
facture and  sale  of  matches  or  else  the 
lion's  share  of  the  business." 

Fifty  years  ago 

(I'ru/H  the  i.ssKC  of  Se/)/eiiiher  I.  1940) 

"It's  getting  harder  and  harder  to  fore- 
cast coming  issues.  The  reason,  of 
course,  is  that  things  happen  so  fast 
these  days  that  no  one  on  earth  can 
foretell  what  topics  will  be  most  im- 
portant a  fortnight  ahead." 

"Late  business  reports  reveal  sidcwise 
movement  but  at  a  generally  high  lev- 
el— except  in  commodity  prices, 
which  are  none  too  strong,  and  in 
securities  markets,  where  New  York 
Stock  Exchange  seat  sells  at  lowest 
price  since  1914  and  share  trading 
shrinks  to  smallest  full-day  volume 
since  1916." 

"Apparently  washed  up  with  politics, 
Jim  Farley  this  month  returns  to  pri- 
vate business.  He  has  been  named 
chairman  of  the  Coca-Cola  Export 
Co.,  with  interests  in  76  foreign  coun- 
tries. At  the  same  time,  he  is  said  to 
head  a  syndicate  which  has  bought 
out  the  New  York  Yankees.  ..." 

Twenty -five  years  ago 

(From  the  issue  of  September  1 .  P)65) 
"Ten  major  world  airlines,  including 
Pan  American,  Continental,  American 
and  TWA,  already  have  orders  in  for 
the  Concorde,  the  I,450-mile-an-hour 
supersonic    commercial    plane    that 


Britain  and  France  are  building  joint- 
ly. If  the  plane  (is  delivered]  as  sched- 
uled, some  time  in  1971,  there  proba- 
bly will  be  a  rush  to  buy  it." 

"The  four-week  vacation  is  getting  to 
be  a  common  thing.  Two-thirds  of 
1,600  corporations  surveyed  by  the 
National  Industrial  Conference  Board 
now  give  four-week  vacations  to  some 
employees  vs.  only  15%  in  1956.  .  .  ." 

Ten  years  ago 

il'rom  the  is-^ue (f  September  I.  19S()) 
"For  most  of  the  summer  it  has  cost 
$129  to  fly  from  New  York  to  Los  An- 
geles or  San  Francisco,  about  40%  of 
what  it  cost  early  in  March.  Can  any 
of  the  seven  airlines  flying  these 
transcontinental  routes  make  money 
at  those  prices?  How  can  they?  Then 
why  do  they  all  do  it? 

"Because  they  can't  afford  not  to, 
that's  why.  These  transcontinental 
runs  arc  the  biggest  prizes  up  for  grabs 
in  the  war  breaking  out  among  the 
nation's  trunk  airlines  as  a  result  of 
deregulation.  ..." 


American  to  Los  Am 
andSanFrands( 


United  aniMHince!^ 

the  iiK>st  u  idebodie** 

to  San  Francisco 

and  Los  Angeles. 

MorethiuianMMK'. 


Post-deregulation  19H0  airline  ads 

"When  the  Carter  Administration  im- 
posed its  freeze  on  Iranian  bank  de- 
posits last  November,  the  interna- 
tional financial  system  was  shaken  to 
its  foundations.  Fears  suddenly 
cropped  up  that  other  [OPEC]  mem- 
bers would  soon  shift  funds  out  of 
U.S.  banks.  .  .  .  Fortunately,  the  fears 
have  so  far  proved  groundless." 
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Perseverance  is  more  prevailing 
than  violence;  and  many  things 
which  cannot  be  overcome  when 
they  are  together,  yield 
themselves  up  when  taken 
little  by  little. 
Plutarch 


To  travel  hopehilly  is  a 
better  thing  than  to  arrive, 
and  the  true  success 
is  to  labor. 
Robert  Louis  Stevenson 


He  that  can't  endure  the  bad. 
Will  not  live  to  see  the  good. 
Yiddish  proverb 


There  is  one  quality  more 
important  than  know-how, 
and  we  cannot  accuse  the 
U.S.  of  any  undue  amount 
of  it.  This  IS  know-how  by 
which  we  determine  not  only 
how  to  accomplish  our 
purposes,  but  what  our  purposes 
are  to  be. 
NoRBERT  Wiener 


It  is  not  necessary  to  hope 
in  order  to  undertake,  nor  to 
succeed  in  order  to  persevere. 
Charles  the  Bold 


Try  first  thyself, 

And  after  call  in  God; 
For  to  the  worker 

God  himself  lends  aid. 
Euripides 


A  windmill  is  eternally 
at  work  to  accomplish  one 
end,  although  it  shifts  with 
every  variation  of  the 
weathercock,  and  assumes 
ten  different  positions 
in  a  day. 
Charles  Caleb  Colton 


I  have  begun  several  things 
many  times,  and  I  have  often 
succeeded  at  last.  I  will 
sit  down,  but  the  time  will 
come  when  you  will  hear  me. 
Benjamin  Disraeli 


Thoughts 

on  the  Business  of  Life 


Tl)e  I  ety  first  task  given 
Harvey  D.  Gibson  on  entering 
the  Boston  ojfice  of  the  American 
Express  Co..  when  he  left  college, 
was  to  shoulder  a  couple  of 
knapsacks — after  he  had  finished 
stveepi>ig  the  floor — and  deliver 
bundles  of  canceled  checks  to 
local  banks  The  first  bundle  he 
delivered  ivas  from  the  Libert}' 
National  Bank  ofXeiv  York. 
Fifteen  years  later  he  became 
president  of  this  same  hank. 
Had  he  scorned  to  siveep 
thejloor.  as  being  beneath 
the  dignity  of  a  college-bred 
youth,  is  it  likely  that  he 
would  he  where  he  Ls  today." 
B.C.  Forbes 


Fortitude:  That  quality  of 
mind  which  does  not  care  what 
happens  so  long  as  it  does 
not  happen  to  us. 
Elbert  Hubbard 


Adversity  introduces  a  man 
to  himself. 
Anonymous 


He  who  knows  how  to  be  poor 
knows  everything. 
Jules  Michelet 


Life  has  not  taught  me 
to  expect  nothing,  but  she 
has  taught  me  not  to  expect 
success  to  be  the  inevitable 
result  of  my  endeavors. 
Alan  Paton 


More  than  9.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  three- 
volume  boxed  set  at  $49.50  ($19.50  per  vol- 
ume if  purchased  separately).  Also  avail- 
able, a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $19.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Elbow  grease  is  the  best  polish. 
English  proverb 


Adversity  is  sometimes  hard 
upon  a  man,  but  for  one  man 
who  can  stand  prosperity, 
there  are  a  hundred  that  will 
stand  adversity. 
Thomas  Carlyle 


By  perseverance  the  snail 
reached  the  Ark. 
Charles  Spurgeon 


To  industry  nothing  is  impossible| 
Latin  proverb 


A  Text . . . 

And  the  tongue  is  a  fire, 
a  world  of  iniquity:  so 
is  the  tongue  among  our 
members,  that  it  defileth 
the  whole  body,  and 
setteth  on  fire  the  whole 
course  of  nature;  and  it 
is  set  on  fire  of  hell.  • 
James  3:6 


Sent  in  by  Florence  Freilino,  Leechburg,  Pal 
What's  your  favorite  text?  The  Forbei 
Scrapbook  of  Thoughts  on  the  Business  ol 
Life  is  presented  to  senders  o| 
texts  used. 


Bravery:  A  cheap  and  vulgar 
quality,  of  which  the  brightest 
instances  are  frequently 
found  in  the  lowest  savages. 
Paul  Chatfield 


Without  perseverance  talent 
is  a  barren  bed. 
Welsh  proverb 


Courage:  The  lovely  virtue- 
the  rib  of  Himself  that  God 
sent  down  to  His  children. 
James  M.  Barrie 
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AFTER  THE 
PANIC,  WHAT? 


THE  POTENTIAL  FOR 
PEACE  IN  RUSSIAN  OIL 


TAX        3  9042  02349191   0 

FOR  HOMEOWNERS 


SEPTEMBER  17,  1990 


THREE  DOI.IARS  SE\'ENTY-FrVE  CENTS 


®  TOYOTA  QUALITY 


LOOKING 
FOR  TROUBLE? 

YOU  WON'T 
FIND  IT  HERE. 


CAMRY 

MOST  TROUBLE-FREE 

CAR  IN  ITS  CLASS. 


COROLLA. 

MOST  TROUBLE-FREE 

CAR  IN  ITS  CLASS. 


CRESSIDA. 
MOST  TROUBLE-FRE 
CAR  IN  AMERICA. 


Often,  when  it  comes  to  cars,  you  don't  have  to 
look  for  trouble.  It  finds  you. 

Unless  you  own  a  Toyota. 

That's  because  Toyotas  are  designed  to  last. 
Which  means  fewer  problems.  Just  how  few  is  re- 
flected in  the  latest  J.  D.  Power  &  Associates  annual 
Initial  Quality  Survey. '"Toyota  had  more  models  in 
the  top  ten  than  any  other  manufacturer 

At  the  top  of  the  list  is  the  Toyota  Cressida, 
ranked  for  the  third  time  in  the  past  four  years  the 
most  trouble-free  car  in  America? 


Ranked  the  most  trouble-free  car  in  its  class  foij 
the  second  straight  year  is  the  Toyota  Corolla. 

For  the  third  year  in  a  row  Camry  has  been 
ranked  the  most  trouble-free  car  in  its  class. 

So  the  next  time  you're  looking  for  a  new  car, 
stop  by  a  Toyota  dealer  You'll  save  yourself  a  lot 
of  trouble. 

"/  hve  what  you  do  for  me!' 
®  TOYOTA 


•J.D.  Power  &  Associates  1990  Initial  Quality  Survey.""  Based  on  owner-reported  problems  the  first  90  days  of  ownership.  Cressida 
ranking  1987,  '88  and  '90  Initial  Quality  Surveys.  Get  More  From  Life       Buckle  Up!  ©  1990  Toyota  Motor  Sales,  USA..  Inc. 


t>REIGN  EXCHANGE.  There's  a  world  of  evolvin*  ciuioiogy  at  Internalioriai 
'aper's  command.  And  we  funnel  it  wherever  it  can  make  for  better  products  for  our 
ustomers.  Since  we  acquired  France's  second-largest  paper  company,  Aussedat  Rey, 
vdve  sharing  with  them  methods  we've  perfected  for  making  alkaline  papers  that 
tay  white  for  decades.  And  they're  sharing  non-impact  printing  know-how  with  us. 
echnology  transferred  between  our  Arizona  Chemical  subsidiary  and  its  Swedish 
ounterpart  Bergvik  Kemi  is  creating  improved  ingredients  for  products  from  prin- 
^r's  ink  to  chewing  gum.  And  advanced  graphics  techniques  developed  by  our 
»eople  in  Korea  add  point-of-purchase  appeal  to  food  packaging  in  California.  When 
leas  fly  business  takes  off.  INTERNATIONAL®  PAPER.  Use  our  imagination. 


i  1990  International  Paper  Company  All  rights  reserved. 


Ten  of  Europe^  toughest  critics  awarded  wyse  tiieir  top  prl 
Over  3  miiiion  even  tougiier  critics  awarded  us  their  busini 


The  Wyse  Model  3225,  winner  of 
Europe's  CeBIT  award  for  design 
excellence.  Novell  certified  as 
a  network  server,  this  25  mega- 
hertz 386  runs  today's  demand- 
ing business  software  with  brisk 
efficiency. 


'Source:  IDC  1989  Terminal  Census 

WYSE  is  a  registered  trademark  and  Model  3225  is  a  trademark  of 
Wyse  Tectinology  Inc.  All  other  trademarks  are  property  of  their 
respective  owners,  ©  1990,  Wyse  Technology  Inc. 


he  world's  largest  computer  exposition  is 

:eBIT,  held  in  Hannover,  Germany.  It  is  the 

iremier  international  showcase  for  the 

atest  and  finest  computer  products  from 

round  the  world.  And  in  1990,  the  Euro- 

ean  computer  experts  who  judge  at  CeBIT 

warded  their  top  ||iHill]iHl|fil[lJil|Ji] 

onor  for  design  excellence  to  a  Wyse 

ersonal  computer,  our  Model  3225.  ■ 

■everal  PC  brands  are  better  known  than 

/yse  to  the  world  at  large.  But  it  isn't  par- 

cularly  surprising  that  one  of  ours  was 

}lected  for  this  prestigious  award.  Wyse 

gsign  expertise  has  been  winning  a  fol- 

iwing  among  computer  professionals  for 

aarly  a  decade.  And  today,  we  have  an 

stalled  base  of  over  3,000,000  terminals 

id  personal  computers.    Our  design  goal 

ways  is  to  add  value. The  ingenious  design 

■  our  terminals,  for  example,  gives  them 

ore  features,  styling  and  ergonomics 

an  the  competition.  For  less  money  As 

result,  Wyse  is  the  largest  independent 

aker  of  computer  terminals)     Similarly 

jr  new  family  of  UNIX  multiprocessor 

stems  offers  better  price/performance 

tiosthan  any  sihiilar  line.  Plus  the  invest- 

ent  protection  of  expandability     You'll 

id  such  value  reflected  throughout  our 

mily  of  PCs,  as  well.  All  are  extensions 

the  design  philosophy  and  capability 

)nored  by  the  CeBIT  judges.  To  learn 

Dre  about  their  winning  ways,  just  call 

BOO-438-9973. 


WYSE 


1 800  OEI WVSE 
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ON  THE  COVER 

117  Ralph  Nader,  Inc. 

By  Peter  Brinielow  and  Leslie  Spencer 
Ralph  Nader  went  to  Russia  recently, 
but  the  locals  weren't  much  im- 
pressed. Maybe  they  sensed  what 
most  Americans  don't:  Nader's  web 
of  sometimes  predatory,  frequently 
secretive  private  interests. 

40    After  The  Panic,  What? 

By  Thonuis  Jaffe 

The  Saddam  Hussein  crash,  then  the 
sigh-of-relief  rally.  If  history  repeats 
the  pattern  of  past  war  scares,  look  for 
the  stock  market  to  rise. 

57    Taxing  Matters:  Pitfalls 
For  Homeowners 

By  Laura  Saunders 

Your  home  collapses  in  value,  so  you 
walk  away  from  the  mortgage.  Bad 
news:  The  bank  comes  after  you. 
Worse:  The  IRS  does,  too. 

130  The  Potential  For  Peace 
In  Russian  Oil 

By  Vladimir  Ki  int 

Within  a  decade  Russia  may  be  ex- 
porting more  oil  than  Saudi  Arabia  is 
today. 


COMPANIES 


46     Pinkerton's,  Inc. 

By  Julie  Schkix 

Can  Thomas  Wathen  keep  the  legend 

growing? 

76     Oryx  Energy  Co. 

By  Tuni  Mack 

From  a  report-obsessed  division  of  a 
big  company  to  an  entrepreneurial 
company  standing  on  its  own. 

95     FMC  Corp. 

By  Martin  Berss 

How  it  stayed  out  of  the  takeover 

game  and  remained  independent. 

101  PPG  Industries 

By  Alyssa  A.  Lappeu 

Why  the  Pitcaim  family  came  back. 

108  Bidermann  Industries 

By  Katberine  Weistrum 
Can  you  mix  Ralph  Lauren  and  Yves 
Saint  Laurent  with  Arrow  shirts  and 
Gold  Toe  socks? 

144  Hillman  Properties 

By  Seth  Luhove 

What's  this?  An  underleveraged  de- 
veloper who  eschews  publicity? 

150  Melville  Corp. 

By  Suhrata  N.  Cbakravarty 
"Shoemaker,  stick  to  your  last."  Mel- 
ville has  prospered  by  ignoring  that 
good  advice. 

156  Leo  Burnett  Co. 

By  Rita  Koselka 

You  don't  have  to  be  flashy  to  be  good. 


165  The  Up  &  Comers: 
Image  Entertainment 

By  Lisa  Ciuheruick 
Marty  Greenwald's  big  bet  that  lasAstr 
discs   will    soon   rival    cassettes   fc 
viewing  movies  at  home. 


170  The  Up  &  Comers: 
Dover  Publications 

By  I''lemirif>  Meeks 
How  to  make  money  selling  new  pa 
perback  books  for  $1  when  compel' 
tors  ask  $3  and  more. 


186  Christian  Science 
Publishing  Society 

By  Nonn  Alster 

The  Oyristian  Science  Monitor  and  th 
church's  other  media  assets  are  ii 
deep  financial  trouble. 


191  Boeing 

By  Marc  Beauchamp 
Squeezing  the  last  nickel  from  suppli 
ers  is  out;  creating  strong,  long-tern 
relationships  is  in. 
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48     Dennis  Comes  To  Burbank 

By  Katbryn  Harris 

What's  former  movie  mogul  Denni 
Stanfill  doing  running  a  postproduc 
tion  company  awash  in  debt? 
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Megamergers:  A  Solution 
To  The  Banking  Crisis? 

By  James  R.  Non)ian 
Get  ready  for  a  big  new  wave  of  ban! 
consolidations.  Outfits  like  Chas< 
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170  Getting  rich  on  cheap  books 


176  The  end  of  mass  media? 


12    Heads  We  Win,  Tails  We  Win 

ty  Suzanne  L.  Oliver 

5il  shortage  or  not,  the  natural  gas 

industry  is  looking  good. 

I 

4    Man  Bites  Dog 

iy  Jerry  Flint 

A   car,    designed    and    built    in    the 
J.S.A.,  with  a  Japanese  nameplate? 

36  Where  Is  The  Bottom? 

ty  f  toward  Riidnitsky 

.mart  money  is  nibbling  at  selected 

lank  stocks  and  bonds. 

NTERNATIONAL 

8     Lustful  Union 

()'  Richard  C  Morals 
Vhen  the  Berlin  Wall  fell,  so  did  a  lot 
i  Eastern  bloc  inhibitions.  Suddenly, 
ex  IS  a  German  growth  industry. 

■8     Your  Market,  Not  Your  Money 

y  Peter  Fuhrman 

.uropean  Community  farm  policies 

/ill    hurt    new    Eastern    European 

conomies. 

»N  THE  DOCKET 

6     States'  Rights  Vs. 
Shareholders'  Rights 

'y  James  Lyons 

I  decision  hampers  the  SEC's  rewrite 

|f  its  antiquated  proxy  rules. 

WVESTING 

30  The  Funds:  Freeloading 

y  Michael  fritz 

low  to  get  a  free  ride  out  of  your 
econd-rate  load  fund.  Also:  Opportu- 
ities  for  vultures. 


242  Streetwalker 

Bulls  and  bears;  Amerada  Hess;  MCA; 
Penn  Central;  Bicoastal  Corp. 

MARKETING 

176  The  Last  Gasp  Of  Mass  Media? 

By  Joshua  Leiine 

Why  and  how  the  mass  media  will 

have  to  become  much  less  mass. 

COMPUTERS/COMMUNICATIONS 

196  Can  Apple  Go  It  Alone? 

By  Gretchen  Morgenson 
Apple  Computer's  strategy:  a  road  to 
high  profits  and  to  extraordinary  risks. 
Also:  Commentary  by  Esther  Dyson. 

SCIENCE  &  TECHNOLOGY 

206  Have  Nose,  Can  Travel 

By  Darid  Churhuck 

What  makes  your  competition's  se- 
cret sauce  so  zesty?  What  poisoned 
the  wedding  guests?  Hint:  You  need  a 
powerful  sniffer.  Also:  Commentary 
by  Michael  Gianturco. 

PERSONAL  AFFAIRS 

212  Two  And  A  Half  Cheers 
For  Prodigy 

By  William  G.  Flanagan 

with  Fran  McGlinn 

Our  reviewer  rates  it  high  on  buying 

services  and  cost;  lower  on  news  and 

information    for    grown-ups.     Also: 

Thomas  Watson  Jr.'s  scrimshaw. 
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220  Danger  And  Opportunity 

By  Andreiv  Tanzer 

Hong  Kong  remains  fertile  ground  for 

Americans  seeking  their  fortunes. 
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Prophet  of  paranoia 

As  Forbes  writers  have  said  repeatedly,  litigation  is  out  of  hanj: 
in  the  U.S.  A  handful  of  victims  and  their  attorneys  vs^in  fantas .,  ■: 
tic  sums  in  the  courts,  v^^hile  consumers  and  industry  foot  ih) 
bill.  We  are  the  most  over-lavs^yered,  over-insured  societv  o, 
earth.  Then  there's  the  deadly  drag  on  ^^ ;;;;;; ;;;;;;;;;^^^ 

innovation  resulting  from  the  legal  risks  

of  bringing  out  nev^  products.  None  of  the~G 
nations  that  compete  with  us  bears  any-^T 
thing  like  this  burden. 

That's   why  we   devote   our   cover   to 

Ralph  Nader.  Not  satisfied  with  identify- ;;;;;; 

ing  abuses  by  corporations,  he  has  used  his 

powerful  pulpit  to  cater  to  a  pathological  ZZ 

distrust  of  business,  a  distrust  that  has  ^^'  ^'*'  "^'  ''''''  "^'  ^'' 

infected  judges  and  juries  as  well  as  the  1? 

media  and  the  general  public.  His  only .!!!!!]]!! 
apparent  ideology  is  paranoia. 

"Ralph  Nader,  Inc."  was  reported  and'o«gage 
written    by    Peter   Brimelow   and   Leslie     


11 
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22 

17 

16 

23 
2C 


Spencer,  the  team  that  produced  our  prize-winning  "The  plain 
tiff  attorneys'  great  honey  rush"  (Oct.  16,  1989).  They  wer 
assisted  this  time  by  reporter  Jody  Brennan. 

Even  as  he  demands  greater  accountability  from  businesi 
Nader  and  his  associates  flout  laws  governing  disclosure  fc 
nonprofit  organizations.  "Information  is  the  currency  of  democ 
racy,"  Nader  wrote,  yet  he  and  many  of  his  organizations  wer 
only  minimally  responsive  to  our  requests  for  data. 

On  the  corporate  front . . . 

Forbes  maintains  its  dedication  to  the  brief,  judgmental  analy 
SIS  of  corporate  strategies  and  the  people  who  implement  them 
This  issue  carries  a  full  complement.  Marcia  Berss  describe 
FMC  Corp.'s  highly  successful  internal  restructuring  "(page  95 
Subrata  Chakravarty  tells  how  Melville  Corp.  makes  big  mone 
in  retailing  by  being  defiantly  untrendy  (page  150).  Gretchei 
Morgenson  examines  Apple  Computer's  business  strategy  an^ 
asks  whether  it  will  work  as  well  in  the  1990s  as  in  the  1980 
(page  1 96).  Toni  Mack  explains  why  Oryx  Energy  Co.  is  doing  s 
much  better  as  an  independent  than  it  did  as  part  of  giant  Sui 
Oil  (page  76).  Alyssa  Lappen  recounts  recent  happenings  a 
Pittsburgh's  ppg  Industries  (page  101).  Nor  have  we  neglectei 
smaller  companies.  In  the  Up  &.  Comers  section  we  cover  Imag 
Entertainment  and  Dover  Publications. 


Siberia  says  no  to  Castro 

Russian  economist  Vladimir  Kvint  visited  Siberian  coal  mine 
some  years  ago.  He  and  his  associates  were  questioned  by  coa 
miners  annoyed  that  their  government  was  lavishing  money  oi 
foreign  adventures  when  its  own  people  lacked  essentials 
"Who  needs  that  hairy  fellow,  Fidel?"  was  the  way  one  mine 
put  it.  Now  that  the  authorities  in  Russia  are  starting  to  listei 
to  ordinary  folk,  we'd  say  Fidel  Castro's  days  are  numbered. 

Who  would  have  thought  that  a  Soviet  economist  would  be , 
contributor  to  The  Capitalist  Tool?  Kvint's  "Eastern  Siberi 
could  become  another  Saudi  Arabia"  begins  on  page  130. 
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ome  say  the  secret 
to    the    popularity    of 
Ballantine's  Finest  Scotch 
is  Its  artful  blend  of  42 
single    malt    whiskies. 
Others    proclaim     the 
virtues  of  water,  peat  or 
heather,  traces  of  which 
can  be  detected  in  ever\ 
sip.  But  all  discussions 
about  Scotch   must  ulti- 
mately turn  to  the  oak  bar- 
rels in  which  it  niaturcN 
Newly  distilled  single 
malt   Scotch   enters   the 
barrel    naked,   virtually 
clear,  fiery  in  its  potency, 
but  somewhat   lacking 
in    manners.    Over    the 
years  it  acquires  a  golden 
hue,    drawn'  from    the 
wood    itself.    Air   pene- 
trates the  porous  surface, 
whispering  hints  of  the 
outside   world   to   the 
budding  whisky  inside. 
In    turn,    evaporation 
imparts  a  subtle  sweetness 
to  the  surrounding  air. 


If  ^¥e  All  Aged 
Half  A^  ^¥] 

The  l^OMLD  ^W€ 
A  M:iTce  m;o 
Civilized  P 
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When    the    whisky 
emerges  from  its  long 
metamorphosis,   it   has 
mellowed   considerably. 
Tempered     with     soft 
Scottish  water  and  merged 
into  the  Ballantine's  Finest 
blend,  each  of  the  single 
malts    confidently    intro- 
.    duces  Itself  to  your  glass, 
7    proud  of  Its  origin,  assert- 
ing Its  flavor  with  the  firm 
handshake  of  individual 
Scotch  character 

Then  a  softer  side  to 
Ballantine's  is  revealed,  a 
sentimental  tjuality  that 
blooms  on  the  palate  like  a 
flower  unveiling  hidden  col- 
or The  finish  is  gentle  but 
firm,  dignified  and  noble. 

The  true  measure  of 
civilization  is  simple  qual- 
ities like  these.  Happily, 
they    are   available   for 
the  price  of  a  bottle  of 
Ballantine's  Finest. 

Please  write.  We  wel- 
come all  correspondence. 


THE  TRUE  TASTE  OF  SCOTCH' 


allantine's  Blended  Scotch  Whisky  43%  Alc./Vol.  (86  prooO  ©  1990  Maidstone  Wine  &  Spirits  Inc.  Los  Angeles,  CA     •    Write  to:  Ballantine's  PO.  Box  8925  Universal  City.  CA  91608. 


«^ 


Follow-Through 


Edited  bv  Edward  Giltenan 


Bass  buzzes  off 

Fl  ivc  months  ago  Forbes  dug  into  a 
nasty  court  and  public  relations 
battle  raging  between  a  group  headed 
by  Texas  billionaire  Robert  M.  Bass 
and  his  target,  Florida's  lucrative  Si. 
Petersburg  Times.  Bass  was  agitating  for 
corporate  reforms  that  would  sharply 
increase  the  value  of  his  investment: 
In  1988  he  had  popped  open  the  her- 
metic seal  of  closely  held  ownership 
in  Times  Publishing  Co.  by  buying  a 
minority  stake  for  about  $28  million 
from  disgruntled  heirs  of  Nelson 
Poynter,  the  paper's  longtime  owner. 
After  considering  the  harsh  rhetoric 
from  both  sides,  the  article  suggested 
that  the  debt-free  Times,  controlled  by 
the  paper's  executives  through  a  tax- 
exempt  foundation  set  up  by  the  late 
Poynter,  might  find  some  way  to  pay 
Bass  to  buzz  off — without  having  to 
call  it  greenmail.  Sure  enough,  in  mid- 
August  the  Ti77ies  and  the  Bass  group 
announced  a  "recapitalization"  under 
which  Bass  will  be  bought  out  over 
three  years.  The  price  wasn't  official- 
ly disclosed,  but  sources  said  about 
$75  million,  mostly  up  front.  Figuring 
in  the  present  value  of  future  pay- 
ments and  subtracting  aftertax  debt 
service,  expenses  and  another  hefty 
cut  due  the  heirs,  Bass  appears  to  be 
reaping  an  annual  compounded  return 
of  50%  on  his  out-of-pocket  invest- 
ment. He  done  good  fishing  in  Florida 
waters.— William  P.  Barrett 


Bogus  Sales,  Inc. 

TIhe  1988  bankruptcy  of  Coated 
Sales,  Inc.  was  mortifying  to 
Forbes,  which  had  given  the  New  Jer- 
sey-based specialty  textile  firm  a  fa- 
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vorabler  review  just  the  year  before. 
And  it  was  excruciating  to  investors, 
who  saw  $160  million  of  market  val- 
ue evaporate. 

At  least  we  got  the  story  right  the 
second  time  around.  A  December 
1988  article  detailed  the  systematic 
fraud  perpetrated  by  top  officials  of 
Coated  Sales.  For  four  years  they  con- 
cocted bogus  accounts  receivable — 
bills  for  sales  that  had  never  been 
made.  Phony  invoices  were  often 
marked  "Bill  and  hold.  Do  not  call." 
Coated  Sales'  revenues,  profits  and  as- 
sets were  all  massively  overstated. 

Last  month  former  chief  financial 
officer  Bruce  Bloom  pleaded  guilty  to 
participating  in  "a  fraudulent  scheme 
to  inflate  the  company's  accounts  re- 
ceivable by  creating  false  invoices." 
He  admitted  that  the  ersatz  receiv- 
ables were  even  used  as  security  for  a 
$52  million  bank  loan. 

Bloom  faces  up  to  ten  years  in  pris- 

Vnd\  Frcreberg 


on  and  a  $250,000  fine.  But  he  may 
able  to  cut  a  better  deal  by  helpir 
prosecutors  investigate  Coated  Sale 
ex-chief    executive,    Michael    Wen 
stein.  Bloom  claims  Weinstein  was 
on  the  fraud,   a  charge  Weinsteir 
lawyer  says  is  false.  Weinstein,  wt 
has  not  been  indicted,  was  last  spol 
ted  by  Forbes  living  it  up  at  his  maif 
sion  in  Boca  Raton,  Fla.,  after  pockej 
ing  $10  million  from  the  sale  of  hi 
Coated  Sales  stock  long  before  publ| 
investors  had  any  clue  the  compar 
would  collapse. — Dana  Wechsler  Lindcj 

Gas  pains 

Harken  Energy  Corp.  issued  a  nasi 
earnings  report  soon  after  oi 
generally  upbeat  story  on  the  comp; 
ny  in  the  last  issue  of  Forbes.  Th 
stock  plunged,  but  then  quickly  n 
bounded.  What,  aside  from  the  gene 
al  market  downdraft,  is  going  on? 


tharlfs  Thalch 


Harketi  Energ\>  's  Mikel  Paulkner 
Bahrain  had  better  come  through. 


Coated  Sales'  Michael  Weinstein 
"Bill  and  hold.  Do  not  call." 


The  second-quarter  loss  ($23  mil 
lion,  versus  a  $3.6  million  profit  i: 
1989's  June  quarter)  arose  primaril 
from  losses  and  special  charges  ii 
Harken's  gasoline  retailing  opera 
tions.  The  gasoline  unit  badly  need 
its  own  refinery,  but  heavily  indebte 
Harken  would  likely  have  to  pay  wit 
equity.  Unless  a  refinery  can  be  foun 
and  financed,  more  losses  are  likely- 
especially  since  Saddam  Hussein' 
Middle  East  aggression  has  increase^ 
wholesale  gas  prices  more  sharpl 
than  retail  prices. 

What  of  the  promising  exploratioi 
rights  awarded  Harken  by  the  Persia] 
Gulf  nation  of  Bahrain?  If  the  compa 
ny  finds  oil,  great.  But  other  well 
offshore  of  Bahrain  have  been  dr>'. 

Harken's  natural  gas  pipelines  ii 
Texas  and  Louisiana  should  do  fairl] 
well,  but  for  now  those  prospects  an 
overshadowed  by  gasoline  losses  an( 
high  interest  costs. — Toni  Mack 
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Maybe  you've  drawn  the  conclusion  that  there's  only 
one  choice  for  office  typewriters... 


think  again. 


Think  Canon.  Our  sturdy  and  reliable  new  Canon  AP800-III  Custom  Series  typewriters 
are  the  only  ones  with  AccuBeam.  A  time-saving  beam  of  light  pinpointing  a  loca- 
tion on  a  p^e  for  easy  corrections  and  perfect  forms  every  time. 

And  the  Canon  Custom  Series  AP  850-111  model  includes  a  9-inch  CRT  display  v^ith 
a  new  memorandum  feature.  An  indispensable  tool  for  on-screen  reminders  of  proj- 
ects, events  and  schedules. 

Also,  we  offer  over  700  fully  trained  dealers  nationwide. 

So  before  you  choose  a  business  typewriter,  talk  to  your  Canon  dealer  and  get  the 
complete  picture.  For  more  information,  call  1-800-454-1900.  Then  draw  your 
own  conclusions. 

Canon 

THINK  AGAIN.  THINK  CANON 


a  Cinon  Cradll  CirH 


Cjnon  U 
Cfwola, 
&  Smith 


I  Available  only  m  tht  U  S       C  1990  Canon  U 
nc  ,  One  Canon  PWa,  Lake  Soccess,  NY  1 
rrt.  and  Mrpentine  are  regiSKreO  Ir 
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In  the  very  near  future,  when 
you  fly,  you'll  be  under  the  watchful 
eye  of  Westinghouse's  newest 
Airport  Surveillance  Radar,  the 
ASR-9.  It's  being  installed  at  every 
major  airport  in  the  United  States. 
ASR-9  will  give  air  traffic  con- 
trollers something  they've  never 
had  before:  the  ability  to  track  both 
weather  and  aircraft,  together,  on 


the  same  screen  at  the  same  time. 

We're  also  developing  an 
advanced  air  route  surveillance 
radar  for  the  FAA  which  will  give 
controllers  a  much  better  view  of 
air  traffic  along  major  routes.  And 
help  them  keep  up  with  rapidly 
increasing  air  traffic  demands  —  air 
traffic  is  projected  to  increase  30% 
by  the  year  2000. 


Ever  since  we  installed  our  fi 
radar  in  1941,  we've  developed 
and  built  many  of  the  world's  m( 
sophisticated  electronic  systems 
From  AWACS  to  our  extremely  n 
able  radar  in  the  F-16,  when  it  con 
to  electronics  technology,  the 
best-known,  unknown  compam 
in  America  is  a  company  worth 
watching. 
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lOMPANY        IN        AMERICA. 


)Oon  every  airliner  in  America  will  be  guided  by  the 
world's  most  advanced  air  traffic  control  radar 


You  can  be  sure...if  it'sVltestinghouse 


Forbes  Informer 


Edited  bv  Eric  Schmuckler 


Ponzi  in  Denver? 

You've  probably  read  about  Hedged- 
Securities  Associates,  a  limited  part- 
nership based  in  Englewood,  Colo, 
that  announced  to  its  clients  in  Au- 
gust that  it  had  lost  around  $100  mil- 
lion of  their  money.  Along  with 
Weyerhaeuser  Co.'s  pension  fund, 
several  supposedly  "smart  money" 
types  in  Denver  are  said  to  be  among 
those  burned  by  Hedged,  including 
rubber  baron  Charles  Gates  and  J.W. 
Ringsby,  a  trucking  magnate  who 
used  to  own  the  Denver  Rockets  bas- 
ketball team.  A  few  former  Denver 
Broncos  football  players  also  sank 
money  in  the  deal. 

The  stated  reason  for  the  vanished 
$100  million,  said  general  partner 
James  Donahue  in  a  videotaped  mes- 
sage to  his  investors,  was  a  poorly 
timed  bet  on  United  Airlines  call  op- 
tions. One  rumor  in  Denver,  though, 
is  that  this  was  not  simply  bad  luck 
and  poor  investing  strategy,  but  may 
have  involved  elements  of  a  Ponzi 
scheme  in  which  old  investors  were 
paid  in  part  with  new  investors'  mon- 
ey. While  they're  at  it,  one  source 
suggests,  investigators  might  also 
want  to  look  at  another  of  Donahue's 
deals,  an  outfit  that  runs  a  bunch  of 
windmills  in  California.  The  compa- 
ny, Aeroturbine  Energy  Corp.,  filed  to 
raise  up  to  $2.5  million  in  private 
placements  in  1986.  No  problems 
have  been  reported  at  Aeroturbine. 

Donahue's  lawyer,  Robert  Dill,  de- 
nies that  his  client  was  running  a 
Ponzi  scheme,  dismissing  that  as  the 
talk  of  disgruntled  investors.  Govern- 
ment investigations  have  just  begun. 

Islands  of  brass 

International  investment  swindles 
are  the  biggest  growth  area  in  finan- 
cial fraud,  with  investors  losing  $1.1 
billion  over  the  last  two  years.  This 
has  meant  good  business  for  the  tiny 
Pacific  island-states  of  Nauru,  Tonga 
and  Vanuatu,  which  are  enjoying  a 
boom  in  "brassplate  banking,"  the 
kinds  of  shadowy  banks  run  out  of  a 
briefcase  and  post  office  box.  Accord- 
ing to  a  report  by  the  North  American 
Securities  Administrators  Associa- 
tion, these  islands  are  a  haven  for  the 
rawest  kind  of  con  artists. 

The  standard  scam  is  to  offer  certifi- 
cates of  deposit,  with  returns  of  30% 
and  up,  or  some  kind  of  commodities 
arbitrage  offering  an  outlandish  80% 
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or  more.  When  it  comes  time  to  pay 
out,  of  course,  the  promoter  and  the 
cash  are  long  gone.  Wayne  Klein,  se- 
curities chief  for  the  state  of  Idaho, 
tells  of  a  chiropractor  who  invested 
$1.2  million  in  a  supposedly  risk-free 
deal  promising  returns  of  1,300%. 

The  local  island  governments  ap- 
parently know  what  sort  of  thievery 
they're  facilitating.  Some  bank  char- 
ters allow  only  international,  not  do- 
mestic, business.  In  other  words,  op- 
erators can  fleece  the  foreigners  but 
must  leave  the  locals  alone. 

Sayonara 

More  bad  news  for  real  estate.  Having 
already  pulled  in  their  horns  as  aggres- 
sive buyers,  some  Japanese  investors 
are  now  thinking  about  cashing  in  a 
few  chips.  A  few  Japanese  real  estate 
companies  have  begun  looking  for  fi- 
nancial partners  for  their  U.S.  proper- 
ties. Others  are  borrowing  against 
their  equity  here  and  using  the  funds 
to  buy  property  elsewhere,  notably 
Europe. 

A  few  items  on  the  market:  Mitsui 
Fudosan  is  seeking  investors  for  its 
new  office  tower  at  461  Fifth  Avenue 
in  midtown  Manhattan.  And  Shuwa 
Investment  Corp.  is  said  to  be  enter- 
taining offers  for  its  interest  in  the 
Mellon  Financial  Center  on  Manhat- 
tan's Madison  Avenue.  But  Shuwa  de- 
nies it. 

Why  the  disenchantment?  Lack  of 
performance  in  the  U.S.  real  estate 
market  combined  with  higher  inter- 
est rates  in  Japan  and  the  35%  drop  in 
the  Tokyo  stock  market  since  Janu- 
ary. "We're  seeing  more  and  more  Jap- 
anese who  want  to  reduce  their  expo- 
sure in  the  U.S.,"  says  Raymond  Mi- 


kulich,  managing  director  of  Shearso' 
Lehman  Brothers'  real  estate  inves] 
ment  banking  group. — Ellen  Paris        I 

The  tax  shelter  blues  - 

Poor  old  Willie  Nelson.  The  countr  ■« 
music  singer  and  social  activist  ha*  ^ 
lost  several  million  dollars  in  a  couplj  u 
of  tax  shelters.  One  was  First  Wester] 
Government  Securities,  which  did  ej    . 
otic  trades  in  gnmas  and  the  like.  Th  ,  , 
U.S.  Tax  Court  disallowed  all  Firsf. 
Western  deductions  because  it  wa  '- 
such  a  blatant  tax  avoidance  scheme  »l 
The  other  big  loser  was  a  cattle  feed! 
ing  tax  shelter;  the  feed  deduction] 
were  chucked  out,  and  Nelson  los 
money  on  the  livestock  as  well. 

Angry  and  upset.  Nelson  wanted  t 
sue  somebody.  He  and  his  manage) 
Mark  Rothbaum,  have  decided  to  g 
after  the  accounting  firm  of  Price  Wa 
terhouse.  In  his  suit,  filed  last  montl 
in  a  Dallas  federal  court,  Nelsoi 
charges  that  pw  specifically  recom 
mended  the  shelters  to  him.  He's  askj 
ing  for  $15  million  in  actual  damage 
and  $50  million  in  punitive  damages 
He  has  also  asked  the  court  to  trea 
his  case  under  the  Rico  statutes,  hop 
ing  the  judge  will  somehow  confusi 
Price  Waterhouse  with  the  Mafia,  (pv 
declines  comment,  except  to  say  tha 
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Singer  and  hapless  investor  Willie  Nelson 
Singing  a  song  of  bad  ttuc  shelters. 
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the  allegations  are  "unfounded.",        - 

On  top  of  the  $65  million,  Nelson  *^ 
seeks  damages  for  the  "ridicule  and  ' 
scorn  arising  out  of  [his|  large  tax  defi' 
ciencies."  Apparently  no  one  told  him 
investors  must  think  for  themselves. 

If  you  can't  drill,  sue 

A  peculiar  little  public  company 
named  Coastal  Caribbean  Oils  &. 
Minerals  hopes  to  strike  pay  dirt  with 
a  lawsuit  against  the  state  of  Florida.  ' 
Its  Coastal  Petroleum  unit  sued  in 
July,  saying  the  state's  ban  on  offshore 
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drilling  had  rendered  its  oil,  gas  and 
mineral  leases  worthless. 

Those  leases,  covering  most  of  Flor- 
ida's Gulf  Coast  as  well  as  Lake  Okee- 
chobee inland,  are  Coastal's  only  as- 
'sets.  The  leases  were  acquired  in  the 
1940s  by  oilman  William  F.  Buckley, 
father  of  the  noted  political  pundit.  A 
Buckley   family    trust    maintains    a 
jmall  royalty  interest  in  any  Coastal 
Dil  production  and,  possibly,  proceeds 
Tom  the  lawsuit  as  well. 
'    Coastal  trades  on  the  Boston  Stock 
I  Exchange,  with  33  million  shares  out- 
standing and  about  20,000  holders.  It 
I  las  never  booked  any  sales,  racking 
t  jp  an  accumulated  deficit  of  $18  mil- 
j  ion  over  the  years.  Recent  price:  19 
j  :ents.  That's  a  long  way  down  from  a 
ligh  of  lOVs  reached  in  1980,  when 
loastal  was  pursuing  another  legal 


[ambit  to  collect  on  its  leases.  The 
;ompany  spent  over  a  decade  suing 
Aobil  Oil  and  six  others  for  mining 
hosphate  on  Coastal's  turf.  Not  only 
id  Coastal  fail  to  win  any  damages 
fter  spending  around  $7  million  on 
Bgal  fees,  but  it  was  ordered  to  pay 
4obil  $2.1  million  for  legal  costs. 
Coastal  is  appealing  that  judgment. 

Coastal's  trurnp  card  in  the  Florida 
luit  is  an  estimate  by  the  state  itself 
Hhat  the  leased  areas  contain  upwards 
if  60  million  barrels  of  oil.  The  drill- 
Qg  ban  makes  this  lawsuit  "the  last 
Itand  on  our  leases,''  says  Coastal  Pe- 
roleum  President  Phillip  Ware. 

Restructuring  tool? 

^he  Soldiers'  and  Sailors'  Civil  Relief 

^ct  of  1940,  still  on  the  books,  caps 

aterest  rates  paid  by  servicemen  and 

/omen  at  6% .  Banks  must  give  this 

I  ate  upon  request  to  anyone  called 

mto  active  duty,  including  reservists, 

/ho  can  prove  financial  hardship.  It 

pplies  to  personal  debt  such  as  mort- 

ages,  student  loans,  credit  card  bills 

nd  margin  accounts  on  stocks.  The 

onerican  Bankers  Association  says 

tiat  its  members  are  complying  dur- 

ig  the  current  Gulf  crisis,  as  they 

ave  in  past  wars  and  call-ups. 

One  can  only  wonder  if  Donald 

rump  and  other  highly   leveraged 

layers  have  considered  enlistment. 
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"The  Malcolm." 


unique,  ughtweight.  crushablq 
fine  fiu--felt  hat,     ,         ,  i 

Exclusively  from .  .  .  ypu  know  \, 


STETSON 

4500  stetson  Ti;ul.  St.  Joseph.  MO  61502 


Let  US  solve  all  your  gift  problems  by  taking  care  of  your  goodself ,  friends  and/or 

relations. 

Mackenzie's  mild  cure,  low  salt  Smoked  Scottish  Salmon  is  world  renowned  for  its 

careful  balance  of  aroma,  taste  and  texture.  Each  side  is  skillfully  hand  sliced  to 

translucent  thinness  and  interleaved  with  cellophane  for  ease  in  serving. 

Call  TOLL  FREE  1-800-858-7100  or  Fax  1-301-644-0635  and  receive  prompt  free  delivery. 

Six  1/4  lb.  Packs  (iy2  lbs.)  »48?'' 
21b.  Side  »59?<'  •  lib.  Side  »32f» 


We  ship  Mackenzie  Salmon  by  Swift  Air 
to  all  E.E.C.  countries  for  a  nominal  extra 
charge.  No  Charge  G.B.  For  corporate 
discounts  telephone  A.R.B.B. 


LIMITED 


P.O.  Box  13364,  Baltimore,  MD  21203-4364 
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Now  our  famous  Post-it™  brand  notes 
are  even  faster  to  use.  And  easier  to  find  on 
your  desk,  too.  Because  they're  delivered 
to  you  one  at  a  time  from  our  fiandy  new 
"Post-it"  Pop-Up  note 
dispenser.  Available  in  2 
sizes  and  4  colors,  along 
with  our  special  fan-folded 
notes,  at  your  local  office, 
school  or  art  supply  dealer. 

3M  Commercial  OHice  Supply  Division.  "Post-it"  is  a  trademark  u(  3M  <c  1990, 3M 
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Readers  Say 


Knee  jerk 

Sir:  Donald  Petersen  advocates  the 
promotion  of  technical  people  ("We 
need  manufacturing  people  at  the 
top,"  Aii^.  20).  During  the  Seventies, 
marketing  people  were  thrust  into  the 
comer  office.  In  the  Eighties,  M.B.A.s 
w^ere  all  the  rage.  In  this  -decade, 
couldn't  the  promotion  of  engineers 
and  the  like  be  viewed  as  a  knee-jerk 
reaction? 
— Neil  Schier 
F.dm)n.  N.}. 


Dollars  away 

Sir:  Re  Fact  and  Comment  (Aug.  6). 
Yes,  we  can  draw  some  comfort  from 
the  fact  that  the  percentage  of  debt 
held  by  foreign  investors  remained 
fairly  constant  in  the  years  you  cite. 
Nevertheless,  the  repayment  of  debt 
to  foreigners  reduces  income,  which, 
in  turn,  reduces  our  purchasing  power 
and  our  standard  of  living. 
— Louis  A.  Osti 
Fast  Quoguc.  NY 


No  experience  necessary 

Sir:  Re  "Have  I  got  a  stock  for  you!" 
(Aug.  20).  Many  brokers  at  Stuart- 
James  start  with  the  naive  notion  that 
they  are  helping  a  free-market  econo- 
my by  underwriting  and  selling  inex- 
pensive stocks  of  undercapitalized 
companies.  However,  they  soon  learn. 
Once,  when  I  was  a  Stuart-James  bro- 
ker and  asked  to  help  with  new  hires, 
I  was  reprimanded  for  turning  away  a 
young  man  without  a  high  school 
education. 
— Ron  Munoz 
Tulsa,  Okla. 


Misguided 

Sir:  Your  article  "The  accountants 
versus  the  dealmakers"  (Aug.  20)  per- 
petuates the  myth  within  corporate 
America  that  the  ".  .  .  annual  hit  to 
earnings  [from  the  amortization  of 
goodwill]  affects  the  stock  market's 
valuation  of  the  company."  Goodwill, 
and  the  amortization  thereof,  has  ab- 
solutely zero  effect  on  what  is  widely 
accepted  as  the  primary  determinant 
of  stock  values — cash  flow.  Surely  our 
sophisticated  financial  community  is 
savvy  enough  to  understand  this  ac- 


counting issue. 

The  shareholders  of  Dow  Chemic; 
would  probably  have  been  better  off : 
management  had  spared  the  companb.tie 
this  shallow  financial  engineering 
— Shawn  Seale 
Vice  President 

Taylor  Consulting  Group,  Inc. 
Atlanta,  Ga. 


net 


Sir:  If  U.S.  business  people  pay  moi 
attention  to  how  their  earnings  stat( 
ments  look  rather  than  to  serving  cu! 
tomers  or  improving  operations,  the 
it's  no  wonder  U.S.  businesses  ai 
having  trouble  competing  with  fo 
eign  companies.  , 

— Robert  B.  Ryan 
San  Francisco,  Calif. 


r: 


One  rich  acrobat 

Sir:  It  was  interesting  to  note  that  i 
the  "Ten  years  ago"  section  of  Flasl 
backs  (July  23)  the  $3  million  price  c 
Picasso's  "Acrobat  Seated  With  Arm 
Crossed"  seemed  "unreal."  Yet  ther 
it  sits  in  the  same  issue,  on  billionair 
Kanichiro  Ishibashi's  wall,  worth 
least  five  times  as  much. 
— Harry  Thompson  Jackson 
Penn  Valley,  Pa. 

Toshi  Matsumoto/Sygnn 


Higher  rank 

Sir:  The  description  of  Sir  John  Davis 
role  in  the  fortunes  of  the  Rank  Or 
ganisation  ("Rank  returns  to  it 
roots,"  Aug.  6]  is  unfair.  He  foundec 
the  Xerox  association  and  had  th( 
faith  to  invest  huge  sums  in  it. 
— Gerald  FA.  Perutz 
Chairman 
Nimlok  Co. 
Niles,  III 
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Baby  rumor 

Sir:  Re  Sidelines,  I  think  if  you  check 
sources  on  Baby  Ruth  vs.  Babe  Ruth 
(Aug.  20)  you  will  find  that  the  candy 
bar  came  on  the  market  in  the  late 
Twenties  or  early  Thirties  as  Babe 
Ruth  and  only  became  Baby  Ruth 
when  Babe  Ruth's  attorneys  threat- 
ened suit  for  using  the  name  without 
the  permission  of  the  Babe. 
— Arthur  W.  Farrell 
Englewood,  Fla. 

The  Baby  Ruth  candy  bar  ivas  intro- 
duced in  1920  before  Babe  Ruth  was  a 
big  star,  but  you  have  the  makings  of  a 
good  myth — Ed. 


Going  mobile 

Sir:  While  you  did  mention  projec- 
tions for  toll  road  usage  were  made  in 
an  excellent  Houston  economy  (In- 
former, Aug.  6),  you  did  not  mention 
that  the  growth  of  the  1970s  and 
1980s  had  Houston  hamstrung  as  one 
of  the  worst  traffic-congested  cities  in 
the  country.  Now  I  may  have  to  subsi- 
dize toll  roads  through  local  taxes,  but 
at  least  Houston  is  a  mobile  city. 
—Phillip  V.  Ladin 
'  Houston,  Tex. 


I  Get  a  horse 

Sir:  In  the  photo  accompanying  your 
article  "Tour  de  fun"  (June  25)  you 
show  bikers  scattered  all  over  a  twist- 
ing narrow  road  as  well  as  riding 
abreast.  Any  good  group  leader  would 
tell  you:  single  file,  stay  to  the  right 
and  don't  bunch  up. 
— -J.W.  Brockhouse 
Paso  Rohles,  Calif 


Serving  a  need 

Sir:  Your  article  "By  invitation  only" 
(July  9)  implies  that  some  companies 
have  started  mutual  funds  for  profit — 
at  the  expense  of  their  employees.  Bell 
[Atlantic's  only  motive  in  offering  mu- 
tual funds  to  employees,  retirees  and 
their  families  is  to  provide  a  valuable 
service,  which  they  said  they  wanted. 
Our  funds  have  to  be  a  good  value 
for  employees.  By  focusing  exclusive- 
ly on  expense  ratios  and  ignoring  oth- 
;r  elements  of  expense,  you  may  have 
led  readers  to  other  conclusions. 
\—E.P.  Rennie 
[Resident 

Sell  Atlantic  Muttml  Funds 
'hiladelphia,  Pa. 


OUTSTANDING  MANUFACTURING 
PROPERTY  AND  LOCATION 

Once  the  largest  food  processing  plant  (under  one  roof)  in  the 
world;  over  1,500,000  square  feet.  Suitable  for  many  types  of 
manufacturing  uses,  easily  sub-dividable.  Excellent  labor  market, 
transportation  facilities,  and  geographic  location;  175  miles  from 
New  York  City  on  93.75  acres.  Many  other  attractive  business 
advantages  and  amenities. 

For  further  information  please  call,  fax,  or  write:  CD.  Layman, 

Compass  Foods,  Montvale,  N.J.  07645  U.S.A. 

Phone  (201)  930-4010;  Fax  (201)  930-8052 
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If  you  would  like  personal  data  on  reducing 
your  estate  tax  cost  up  to  90%  call  800-662-5433 
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Where's  the  "big  sa\angs"our 
competition  promises  small  businesses? 


MCI  would  like  you  to  believe 
they  always  save  a  small  business  lots 
of  money  on  long  distance. 

But  did  you  kno\y  if  you  sat 
down  with  paper  and  pencil  and 
made  a  call-by-call  comparison  be- 
tween AT&T  Laig  Distance  and  MCI 
long  distance,*  youd  find  out  the  truth: 
You  can  get  AT&Tquality  for  prices 
that  are  extremely  competitive. 


In  fact,  the  difference  is  often 
just  pennies  per  call.  For  most  small 
businesses,  that  works  out  to  less 
than  one  dollar  per  month.  Nowhere 
near  the  savings  MCI  claims. 

And  while  MCI  may  not  cost  a 
lot  less,  they  sure  give  you  a  lot  less. 

Only  AT&T  offers  you  the  fastest 
connections  and  the  most  completed 
calls. With  AT&T  you  also  get  accu- 


rate, detailed  billing.  An  operator 

when  you  need  one.  And  immediate 

credit  for  misdialed  calls. 

All  of  which  means,  when  you 

compare  AT&T  to  MCI,  you  see  there'5 

a  big  difference  between  our  servia 

Not  our  prices. 

Competitive  price. 
Anottier  Al&r  advantage. 

For  information,  call  1 800  222-0400 


Lat( 


ollai. 


©1990  AT&T  *Comparison  made  to  MCI  Execunet,  based  on  standard  rates. 
MCI  Execunet  Is  a  service  mark  of  MCI  Communications  Corporation. 


AT&T 

The  right  choici 
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"With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


WHY  THE  WOBBLY  DOLLAR? 


Primarily  because  of  the  possibihty  of  the  U.S.'  going  to 
var  in  the  Middle  East.  Wars  are  inflationary,  which  is  bad 
or  stocks  and  dollars.  The  oil  price  explosions  of  1973  and 
.979  did  not  involve  U.S.  warfare. 

The  bashed  buck  is  greatly  undervalued  against  the 
;urrencies  of  Britain,  Canada  and  Australia  (because  of 
hose  countries'  strong  energy  positions)  and  against  the 


deutsche  mark  (since  the  Bundesbank  has  been  too  tight 
on  credit  because  of  unfounded  fears  about  reunification 
inflation). 

The  Iraq  crisis  will  pass.  When  it  does,  the  dollar  will 
swiftly  recover,  particularly  if  we  also  pass  a  capital  gains 
tax  cut  and  publicly  forswear  kicking  down  the  greenback 
for  trade  purposes. 


REIGN  OF  TERROR 


There's  a  credit  crunch  in  this  country,  and  it  is  not 
•ntirely  the  fault  of  the  Federal  Reserve's  tight  money 
lolicies.  Much  of  this  shortage  has  been  engineered  by 
ederal  bank  regulators,  particularly  the  Comptroller  of 
he  Currency  Robert  L.  Clarke,  whose  office 
tversees  the  U.S.'  4,600  national  banks. 

Late  last  year,  regulators  tightened  up  their 
«ank  examinations.  After  the  looseness  of 
he  1980s,  this  move  in  principle  was  whole- 
ome.  But  Comptroller  Clarke  has  gone  too 
ar,  too  fast.  Loans  that  should  pass  muster, 
on't.  Banks  are  terrified,  and  borrowers  are 
eeling  the  squeeze. 

We're  not  just  talking  about  real  estate 


pany  sales  or  division  divestitures  that  take  place  every  year. 

The  comptroller  has  effectively  kiboshed  much  of  this 

business  through  frowns  and  new  disclosure  regulations. 

Examiners  have  enormous  discretionary  powers.  More 

than  one  bank  has  told  us  that  they  were 

specifically  threatened  by  examiners  not  to 

complain  about  their  judgments.  Regulators 

have  been  arbitrary,  treating  similar  classes 

of  loans  differently,  depending  on  a  bank's 

size  and  location. 

Clarke  and  his  minions  have  a  not-so-hid- 
den agenda:  They  want  the  banking  industry 
to  shrink.  This  country  doesn't  need  14,000 
Comptroller  Clarke  banks,  but  the  market  will  bring  about  these 
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ending.  Bread  and  butter  for  many  banks  are  loans  to  finance 
uyouts  of  businesses,  what  regulators  now  label  "highly 
iveraged  transactions."  These  are  not  just  the  multibillion- 
bllar  deals  like  RJR  Nabisco,  but  the  thousands  of  com- 


consolidations.  It  is  not  the  job  of  the  comptroller  to  do  it 
artificially  and  arbitrarily.  But,  after  having  been  burned 
on  S&.LS,  Congress  has  been  loath  to  intervene. 
Who  will  rein  in  these  regulatory  Robespierres? 


1 

m.  When  Fidel  Castro  falls,  there's  a  group  of  Cuban-Ameri- 

!ans  ready  with  programs  and  sound  advice  to  help  set  the 

jiland  on  the  road  to  democracy  and  free  enterprise.  These 

eople  are  not  well-intentioned  amateurs  but  leaders  of  the 

ourishing  Cuban-American  community  and  of  the  pre- 

.piier  anti-Castro  organization  in  this  country:  the  Cuban 


SOON  TO  COME:  CAPITALIST  CUBA 


American  National  Foundation,  headed  by  the  dynamic 
Jorge  Mas  Canosa,  a  very  successful  Florida  businessman. 
The  foundation  has  worked  hard  over  the  years  making 
sure  the  U.S.  did  not  back  off  on  its  opposition  to  Castro.  It 
was  the  foundation's  intense  lobbying  that  brought  about 
the  creation  of  Radio  Marti,  a  Radio  Free  Europe 'type  of 


pRBES,  SEPTEMBER  17,  1990 


19 


station  for  Cuba,  and  also  TV  Marti.  Its  efforts  will  soon  pay 
off:  In  not  too  many  months  the  Soviet  Union  will  likely  cut 
Castro  off  from  his  $5  billion  annual  subsidy,  which  is  no 
longer  seen  in  the  Kremlin  as  a 
worthwhile  investment. 

Jorge  Mas  and  some  of  his 
colleagues  dropped  by  the  other 
day  to  discuss  the  future  of 
Cuba.  These  men  have  no  inten- 
tion of  leaving  their  country's 
post-Castro  future  to  chance. 
They  are  drafting  a  constitution 
and  an  array  of  economic   pro-  MSFJr.  and  Jorge  Mas  Canosa 


grams.  Because  of  the  extraordinary  economic  success  of 
Cuban  exiles  in  this  country,  the  group  should  have  the 
clout  to  prevent  Cuba  from  going  the  way  of  Romania. 
"No  other  communist  country  has  (such  a  high  percent- 
age! of  its  population  living  in  the  United  States,"  Mas 
points  out.  They  have  access  to  considerable  capital  as 


well  as  possessing  the  skills  Cuba  will  soon  need. 
The  Cuban  American  National  Foundation  looks  I 

laissez-faire  Hong  Kong,  one  of  the  greater  economic  si| 
cess  stories  of  the  century,  as 
model.  "We  would  rather  ha 
free  trade  with  the  U.S.  than 
lions  in  economic  aid,"  Mas  sal 
The  foundation  is  working  wi 
the  consulting  firm  of  Arth 
Laffer  (one  of  the  architects 
the  Reagan  tax  cuts)  on  a  flat 
come  tax  system,  among  otl 
measures.  (In  Hong  Kong  the  r; 

is  a  mere  15%.)  Mas  recognizes  the  perils  of  following  t 

destructive  advice  of  the  International  Monetary  Fund 
With   the   guidance   of   men    like    Mas,    Cuba   coi 

quickly  become  a  model  for  the  rest  of  Latin  Ameri( 

an  area  which  will  be  the  surprise  economic  perforn 

of  the  Nineties. 


POLAND  UBER  ALLES 


Half  a  century  ago  Nazi  Germany  invaded  Poland, 
ostensibly  because  of  the  need  for  "lebcnsraum,"  or 
living  space,  for  Germany's  burgeoning  population.  By 
the  100th  anniversary  of  World  War  II,  if  present  trends 
continue,   it  will  be  Poland  that   will  need  the  living 

DEMOCRATIC 

A  growing  number  of  schools  are  enacting  dress  codes  or 
even  requiring  uniforms.  The  trend  is  healthy. 

Uniforms  are  democratic.  No  one  need  feel  any  the  less 
because  he  or  she  can't  afford  the  latest  in  shoes,  shirts, 
jackets,  jewelry  or  whatever.  They  give  students  an  esprit 
and  help  improve  morale.  Kids  can  concentrate  more  on 
their  studies  than  on  what's  fashionable — at  least  during 


space.    Today   Germany   has   the   lowest   birth   rate 
Europe;  Poland,  the  highest.  Fifty  years  from  now  Po^ 
could  walk  into  Germany  without  opposition,  as  mc 
Germans  by  then  will  be  in  nursing  homes  and  will 
too  feeble  to  fight. 

UNIFORMITY 

school  hours.  Uniforms  help  establish  a  sense  of  dis( 
pline,  without  which  there  is  no  education. 

For  inner-city  schools,  there's  an  added  bonus,  a  vit 
one:  less  crime.  There  have  been  a  growing  number 
incidents  of  students'  committing  violence  against  oth 
students,  stealing  expensive  jackets  or  fancy  sneaked 
Dress  codes  or  uniforms  quickly  smother  such  violence 


RESTAURANTS— f^O,  —  ,  STOP 

These  reviews  are  the  distilled  wisdom  of  brothers  Bob  and  Kip  and  Forbes  chef  Christopher  Long. 
Yours  truly's  input  is  still  minimal,  as  I  too  often  prefer  to  munch  Macs  and  other  low-yield  junk. 


•  ChantereUe— 2  Harrison  St.  (Tel:  966-6960).  Top  of 
the  line  in  all  respects.  From  the  oysters  in  aspic  and  caviar 
to  the  salmon  pate  mille  feuilles,  the  first  courses  are  all 
delicious.  And  so  are  the  main  ones.  Soft-shell  crabs  in 
lime  butter  were  sauteed  to  delicate,  crunchy,  piquant 
perfection.  The  place  is  full,  deservedly  so. 

Hatsuhana— 17  East  48th  St.  (Tel:  355-3345).  Noth- 
ing exceptional  about  this  pleasant  Japanese  eatery  despite 
its  excellent  reputation. 

•  Sign  of  the  Dove— 1110  Third  Ave.,  at  65th  St. 
(Tel:  861-8080).  Beautiful  decor,  disappointing  food. 
Come  here  only  if  you  have  plenty  of  free  time.  If  you  go, 
stick  to  the  bread,  which  is  sent  over  from  the  bakery 
next  door. 


•  Le  Steak— 1089  Second  Ave.,  between  57th  and  58 
streets  (Tel:  421-9072).  Great  salad  dressing;  great  ste 
sauce;  still  the  best  french  fries  in  town. 

K-Paul*s— 622  Broadway  (Tel:  460-9633).  Much  sil 
ness  goes  on  in  this  cajun  domain,  such  as  sticking  colon 
stars  to  your  cheek  to  denote  if  you've  cleaned  your  pla 
or  eaten  all  your  vegetables.  Customers  parade  around  tl 
restaurant  with  staff  accompanied  by  a  song.  But  the  fi 
isn't  free — the  food  is  overpriced  and  almost  everything  ( 
the  menu  has  garlic  in  it. 

San  Domenico — 240  Central  Park  South  (Tel:  26 
5959).  This  classical  Italian  restaurant  still  lives  up  to  i 
Forbes  Four  Star  rating.  As  Chef  Long  put  it,  "Eve: 
course  is  incredible." 
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Jessica  Tandy  and  Hume  Cronyn.  Cardmembers  since  1978. 


Membership 
Has  Its  Privileges" 


Don't  leave  home  without  it. 

Call  1-800-THE  CARD  to  apply. 


Other  Comments 


How  Quickly  Times  Change 

The  glamour  is  now  in  trading,  not 
making.  This  is  not  a  stable  situation 
in  an  economic  superpower,  and 
sooner  or  later  Newton's  second  law 
comes  back  from  lunch. 

— Adam  Smith,  The  Roaring  '80s 

Dont  Touch 

If  you  tell  people  there  are  a  billion 
stars  in  the  universe,  they'll  believe 
you.  But  if  you  tell  them  a  bench  has 
just  been  painted,  they  have  to  touch 
it  to  be  sure. 

— Overheard  at  the  Square  Dance, 
by  Gordon  Goss  &.  Valerie  Thornton 

Falling  Star 

Bogota,  Colombia — For  many 
Latin  American  leftists,  Fidel  Castro's 
historical  appeal  has  been  undermined 
by  a  sprcadmg  perception  that  Cuba's 
showcase  social  advances  were  subsi- 
dized by  the  Soviet  Union.  .  .  .  Others 
attribute  their  disillusionment  to  Cas- 
tro's disregard  for  human  rights. 
"Many  of  us  believed  in  the  revolu- 
tion," said  Plinio  Apuleyo  Mendoza,  a 
Colombian  novelist.  "We  thought  Fi- 
del did  not  know  what  was  going  on. 
Now  we  understand  that  socialism  as 
a  system  is  a  failure." 

In  contrast  to  the  apathy  or  open 
hostility  to  Castro  here,  the  Cuban 
leader  received  a  warm  welcome  last 
March  when  he  visited  Brazil.  Veja 


Magazine,  Brazil's  largest  selling  news 
weekly,  recalled  a  1980  visit  by  Frank 
Sinatra  that  drew  100,000  fans  to  a  Rio 
soccer  stadium:  "The  Cuban  dictator 
proved  that  the  Sinatra  Law — by 
which  any  falling  star  has  guaranteed 
popularity  in  Brazil — is  still  in  effect." 
— fames  Brooke,  New  York  Times 

Shades  of  Trump 

One  breath  of  scandal,  and  not  only 
would  the  Giscard  scheme  collapse 
but  his  very  career  would  be  finished! 
And  what  would  he  do  then?  I'm  al- 
ready going  broke  on  a  million  dol- 
lars a  year! 

— The  Bonfire  of  the  Vanities, 
by  Tom  Wolfe 

More  "How  Times  Change" 

The  United  States  [can  not]  escape 
the  censure  of  history.  Absorbed  in 
their  own  affairs  and  all  the  abounding 
interest,  activities,  and  accidents  of  a 
free  community,  they  simply  gaped  at 
the  vast  changes  which  were  taking 
place  in  Europe,  and  imagined  they 
were  no  concern  of  theirs.  ...  If  the 
influence  of  the  United  States  had 
been  exerted,  it  might  have  galvanised 
the  French  and  British  politicians  into 
action.  The  League  of  Nations,  bat- 
tered though  it  had  been,  was  still  an 
august  instrument  which  would  have 
invested  any  challenge  to  the  new  Hit- 
ler war-menace  with  the  sanctions  of 
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international  law.  Under  the  strain  th< 
Americans  merely  shrugged  theii 
shoulders,  so  that  in  a  few  years  the) 
had  to  pour  out  the  blood  and  treasure; 
of  the  New  World  to  save  themselves 
from  mortal  danger. 

— Winston  Churchil 

*  *  * 

Brussels,  Aug.,  10,  1990— "Onl) 
the  Americans  can  mount  a  swift  mill 
tary  response  to  a  challenge  of  this  son 
outside  the  NATO  area,"  The  Inde 
pendent,  a  British  newspaper,  said  ir 
an  editorial.  "Europe  simply  has  tc 
decide  whether  to  tag  along,  although 
its  interests  are  just  as  threatened  a! 
those  of  the  United  States.  Its  defense 
remains  in  American  hands."  Ar 
American  official  said,  "The  irony  is 
that  we  keep  telling  the  Europeans 
that  we  don't  want  to  act  alone.  We'^ 
be  happy  if  they  did  more."  i 

— Alan  Riding,  New  York  Timea 


Keep  the  bean  counters 
on  tap,  never  on  top. 

— Al  Neuharth,  Coafessioas  of  an  S.0.B\ 


I 


I 
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Such  People 

The  man  next  door  cleaned  his  gut- 
ters yesterday.  Downspouts  too.  Lie's 
done  it  before.  I  saw  him  last  year 
Amazing.  I  live  in  awe  of  people  whc 
get  those  jobs  done.  There  is  ordei 
under  their  sinks,  in  their  clpsets,  anc 
in  their  car  trunks.  Not  only  do  theii 
flashlights  work,  they  actually  icnow 
where  the  flashlights  are!  Socks- 
right  there  in  the  drawer,  folded  into 
matching  pairs.  Yes!  And  as  they  pre- 
pare to  walk  out  the  door  into  a  nevi 
day,  they  know  exactly  where  then 
car  keys  are.  There  are  such  people. 
— All  I  Really  Need  to  Know  I  Learnec 
in  Kindergarten,  by  Robert  Fulghum 

No  More  Labor  Days 

clarence  Darrow  was  being  inter- 
viewed for  a  magazine  article  on  the 
reasons  given  by  prominent  men  foi 
their  success.  "Most  of  the  men  I've 
spoken  to  attribute  their  success  to 
hard  work,"  said  the  interviewer. 

"I  guess  that  applies  to  me,  too," 
said  Darrow.  "I  was  brought  up  on 
farm.  One  very  hot  day  I  was  distribut- 
ing and  packing  down  the  hay  which  j 
stacker  was  constantly  dumping  on 
top  of  me.  By  noon  I  was  completely 
exhausted.  That  afternoon  I  left  the 
farm,  never  to  return,  and  I  haven't 
done  a  day  of  hard  work  since." 

— The  Little,  Brown  Book  of. 
Anecdotes,  edited  by  Clifton  Fadimajil 
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Chances  Are^  Our  Idea  Of 

A  Fiche  And  ^urs  Are 

Oceans  Apart. 

If  you  thinl<  of  microfiche  as  a 
musty  medium  rel^ated  to  the  base- 
ment archives,  tnen  you  need  to  dust 
off  your  view  of  what's  happening 
now  at  Anacomp 

The  Pictxire  Perfect  Fiche: 
What  You  Put  In  Is 
What  You  Get  Out. 


Anacomp's  new  DatapraphiX  XH' 
2000™  is  the  only  COM  system 
designed  to  incorporate  the  new 


graphic  capabilities  into  its  "Advanced 
Function  rlatform!' 

Hche  capabilities  include  your 
choice  of  multiple  fonts,  forms,  signa- 
tures and  logotypes.  Forms  and  docu- 
ments can  be  generated  to  exactly 
replicate  the  graphics  of  the  original. 
Invoices  andstatements  which  have 
the  ^l^randed'^  and  '^corporate-look'' 
of  the  issuer,  can  be  output  with  raw 
alphanumeric  data  of  sales  transactions. 
Visualizations  of  insurance  claim 
forms,  banl<  statements,  utility  bills^ 
and  other  industry-specific  representa- 
tions can  be  easily  aeated. 


^Cfe've  Turned  Micrographics 
Into  An  Art. 


'MM 


While  There  Are  A  Lot 

Of  Fiche  In  The  Sea  Of 

Technolog)^  There's  Just 

One  \®ider  Fiche. 


0 


h 


Our  nev^  improved  Winder  Fie  jj 
system  is  designed  to  be  a  vital  link 
an  interactive  mformation 
and  Image 
Management 
(I  &  IM)  system 
that  wiU  serve  as  a  plat- 
form for  the  21st  century  It 
gives  you  and  your  company  the 
most  practical  1  &  IM  system  a 
today-and  tomorrow 


eQfA 

rCOIDR. 


Our  Advanced  Function 
ndexing  Mal<es  The  XFP 
2000  A  Golden  Retriever. 


rhanks  to  Advanced  Function 
3dng™  and  our  exclusive  retrieval 
system, 
^ANATBJEVE™ 

you  can  sort 
out  your  com- 
pany's problem 
areas,  put  your  finger 
on  hidden  opportunities^ 
c  -.7        and  output  them  fester  than 
i  I     you  can  say  ^1  want  it  and  I 
want  it  ncM^!^ 
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Anacomp  Offers  \bu 

The  Most  Powerful 

Micrographics  S^tem 

On  The  Market  Today 


Or  tomorrow^  for  that  matter 
With  nine  separate  microprocessors^ 
our  powerful  system  has  the  best 
brains  in  the  business,  controlling  vital 
functions  like  the  laser  camera^  sys- 
tems software,  data  reformatting  and 
management,  and  graphic  output. 
Theseorains  operate  a  massive  ^'^soft- 
ware  engine'^  with  unequalled  flexi- 
bility and  capability  that  will  only 
become  more  fantastic  in  the  future. 


The  W)nder  Fiche: 

It's  A  Perfect  Marriage 

of  Micrographics  And 

The  Most  Advanced 

Computer  Technology 

Don't  let  us  be  the  Wonder  Fiche 
that  got  away  For  a  demonstration 
of  the  advantages  of  owninp  an 
ANACOMP  r&  IM  system,  or  let- 
ting Anacomp  operate  one  for  you 
through  our  service  bureaus,  write 
J.  Ma3<  Woods,  Chief  Operating 
Officer,  Executive  Vice  President, 
Anacomp  Inc.,  One  Bucl<head 
Plaza,  3060  Peachtree  Road,  N.W^ 
Suite  1700,  Atlanta,  Geor™  30305. 
Or  simply  caU  404-262-^67 

And  let  us  tell  you  the  fiche  story 
that  tops  them  all 


E  Hnxcrmrm  Z 
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THE  IMAGE  OF  THE  FUTURE. 

anacomp 


(?)  1990  Anacomp.  inc  ,  Anacomp  and  DatagraphiX  arc  registered 
tiadcmarks  of  Anacomp,  Inc  DatagraphiX  2000  (and  XFP  2000).  Advanced 
Function  Indexing  and  ANATRIEVE  are  trademarks  of  Anacomp,  Inc 
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MARTHA  LIVES  BY  THE 

CREDO  That  The  Outcome 

OF  YOUR  DAY  MAY  INDEED 
HANG  BY  ATHREAD. 


Utk 


Martna,  Seamstress 
Tne  Pierre,  New  YorU 


j^ 


She  knows  in  ner  neart  that  an  impeccable  appearance  can  he  one  or  your  strong  suits.  A 

sentiment  shared  by  those  she  works  with.  From  the  valet  who  launders  your  shirts  and  presses  your  SeaSOTIS 

trousers,  to  the  individual  who  collects  your  shoes  each  night  and  returns  them  at  dawn,  polished  yJ^^ 

to  perrection.  At  The  Pierre,  we  believe  that  you,  as  well  as  your  room,  should  be  beautihuly  appointed.       NtW  YOKr 

Fiftii  Avenue  at  6lst  Street,  New  YorU,  N.Y.  10021  PKone  {1,12)  838-8000  or  (800)  332-3442.        oneof  "Th^^din^otels of th^Wodd 
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ICommentary 

on  Events  at  Home  and  Abroad 

By  (]aspar\\.  Weinberger,  Publisher 


THE  WAR  POWERS  RESOLUTION— AN  INVITATION  TO  DISASTER 


In  Saudi  Arabia:  forced  home  in  60  ckiys 


t 


%i 


Few  people  realize  that,  when  President  Bush  sent  our 
troops  to  Saudi  Arabia  the  first  week  in  August,  the  War 
Powers  Resolution  permits  Congress  to  force  the  return  of 
the  troops  by  the  first  week  of  October  or,  at  the  latest, 
November,  no  matter  what  the  military  situation  is  then. 

This  resolution  was  enacted  in  1973  over  President 
Nixon's  veto,  and  every  President  since  has  denounced  it 
as  an  unconstitutional  attempt  by  Congress  to  exercise 
Executive  Branch  powers.  The  law  requires  the  President 
to  notify  Congress  within  48  hours  when  the  "imminent 
involvement  [of  the  military]  in 
hostilities  is  clearly  indicated." 

When  President  Bush  sent  Con- 
gress the  formal  notice  that  he  had 
dispatched  troops  to  Saudi  Arabia 
and  the  Persian  Gulf  area,  he  fol- 
lowed President  Reagan's  prece- 
dent in  dealing  with  the  problems 
caused  by  the  War  Powers  Resolu- 
tion. President  Bush  notified  Congress  but  said  he  did  not 
think  an  involvement  in  hostilities  was  imminent  and 
that  therefore  the  War  Powers  Resolution  did  not  apply. 
But  Congress  may  not  agree. 

In  1987  Congress  was  in  full  cry  against  President  Rea- 
gan's decision  to  respond  to  Kuwait's  request  that  we 
convoy  its  oil  tankers  through  the  Persian  Gulf  in  the  face 
of  Iranian  threats  to  sink  the  tankers.  The  President  sent 
naval  forces  to  the  Gulf,  telling  Congress  he  had  done  so 
but  that  he  did  not  believe  hostilities  to  be  imminent.  If 
the  President  had  not  done  this,  the  military  deployment 
would  have  had  to  end  in  60  days  (90  if  the  President 
certifies  he  needs  more  time  for  a  safe  disengagement). 

Perhaps  the  most  onerous  requirement  of  the  law  is  that 
any  troop  deployments  ordered  by  the  President  must  end 
in  the  given  time  unless  both  houses  of  Congress  act  to 
authorize  the  troop  activity.  Thus,  even  if  Congress  is  in 
recess  or  only  one  house  approves,  the  troops  must  come 
home  no  matter  how  threatened  they  rnay  be. 

This  is  the  kind  of  law  that  could  be  passed  only  by 
people  totally  ignorant  of  the  realities  of  military  action. 
;  Breaking  off   military   operations   on   a   previously   an- 


nounced timetable  is  an  invitation  for  disaster.  No  one  has 
any  idea  what  the  situation  will  be  in  30  or  90  days.  But  if 
an  enemy  knows  that,  in  the  first  week  of  November,  we 
must  disengage  and  start  home  (all  military  forces  are 
particularly  vulnerable  while  disengaging),  we  will  simply 
be  telling  the  enemy  when  and  how  to  attack  our  troops. 
In  the  1987  incident,  the  Senate  became  embroiled  in  a 
debate  so  ensnarled  with  parliamentary  thickets  over  the 
question  of  whether  to  force  withdrawal  of  our  fleet  that 
one  Senator  declared,  "In  the  final  analysis,  I  don't  know 
what  we  are  doing."  The  Senate 
was  unable  to  decide  anything,  and 
our  forces  went  on  to  win  all  our 
objectives  in  the  Gulf,  with  the 
Iranians  giving  up  in  mid- 1988. 

If  Congress  this  year  should  vote 
to  force  the  disengagement  of  our 
forces  in  the  Gulf,  President  Bush 
could    Veto    that    action,    but    of 


course  the  Congress  could  override. 

So  until  the  War  Powers  Resolution,  weakened  and 
derided  as  it  is,  is  repealed  or  held  unconstitutional,  it 
remains  a  living  hope  for  all  our  enemies  that  American 
forces,  sent  into  action  by  the  President,  and  even  in 
combat,  could  be  forced  to  disengage  by  a  given  day. 

Unfortunately,  the  Resolution  is  highly  regarded  by 
those  in  Congress  who  feel  that  they  and  not  the  President 
should  control  our  foreign  policy.  If  this  law  forced  a 
dangerous  disengagement  of  our  forces  the  first  week  in 
November,  that  would  demonstrate  the  impotence  of  the 
American  presidency  as  nothing  else  could — and  all  to  the 
delight  of  our  enemies  and  the  dismay  of  our  friends. 

The  framers  of  our  Constitution  wanted  the  President  to 
be  free  to  act,  and  to  be  accountable  for  his  actions  to  the 
people — including  their  representatives  in  Congress.  But 
accountability  is  not  subservience.  It  should  be  plain  that 
prompt  and  unambiguous  action  is  impossible  for  a  nation 
ruled  by  two  governments:  one  in  the  White  House  and 
one  on  Capitol  Hill.  If  we  are  to  maintain  a  clear  and 
considered  defense  of  our  interests  abroad,  it  is  imperative 
that  we  speak  to  allies  and  adversaries  with  a  single  voice. 
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Not  Science  Fiction  Anymore. 


All  of  a  sudden,  it's  science  fact. 
Motorola  has  added  enhanced  features 
its  numeric  display  pager  and  combined  it 
with  a  digital  watch  to  create  the  personal 
communications  tool  for  the  21st  century. 
We  proudly  introduce  the  Motorola  Wrist 
Watch  Pager. 

Not  onfy  is  it  a  first  of  its  kind,  but 
it's  among  the  smallest  and  lightest 
(2.1  ounces)  pagers  of  any  kind. 

And,  of  course,  this  new  wrist  pager 
offers  the  same  quality  you've  expected  from 
Motorola  pagers  for  over  three  decades. 

After  all,  we  manufacture  more  pagers 
than  anyone  else  in  the  world.  And  we 
manufacture  them  for  a  wide  variety  of 
lifestyles.  No  matter  what  style  your 
business  life  assumes,  there's  undoubtedly 
a  model  that  meets  your  needs. 

But  Motorola  isn't  stopping  here. 
Because  we  realize  that  the  solutions  to  the 
communications  needs  of  today  lie  in  the 
technologies  of  tomorrow. 


'JWIM' 


(^  MOTOROLA 


'si'mniiwamitm'tsn^mmtiT'' 


MOTOROLA 


THE  New  Motorola 
Wrist  Watch  Pager 


®  and  Motorola  are  registered  trademarks  of  Motorola,  Inc  ©1990  Motorola,  Inc 

Paging  Division:  1500  N.W.  22nd  Avenue,  Boynton  Beach,  FL  33426  Phone:  407-364-37 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


Rising  pension 

costs  will  hit 

corporate  profits 


Many  plans 

will  slide 

into  underfunding 


Will  Washington 
tax  pension 
fund  assets? 


TAXING  TIMES  FOR  PENSION  FUNDS 

The  good  times  for  the  U.S.  private  pension  industry — around 
234,000  defined  benefits  plans  with  $1.5  trillion  in  assets,  covering 
close  to  29  million  individual  employees — are  coming  to  an  end. 
Expect  significant  increases  in  pension  costs  to  hit  already  sagging 
corporate  profits  starting  in  the  fourth  quarter. 

It's  quite  a  reversal.  Thanks  to  tough  rules  introduced  in  1974  and  Wall 
Street's  long  1980s  boom,  over  80%  of  all  defined  benefits  pension 
plans — which  guarantee  the  value  of  a  participant's  eventual  bene- 
fits— were  fully  funded  in  1989.  In  1974  just  35%  were.  Nearly  all  of 
the  largest  funds  hold  assets  in  excess  of  150%  of  the  cost  of  fully 
vested  benefits,  the  maximum  allowed.  Congress  mandated  the  150% 
limit  to  ease  the  loss  of  corporation  tax  revenue  to  the  Treasury  (which 
nevertheless  will  total  over  $47  billion  in  fiscal  1990). 

The  combined  effect  of  the  stock  market  boom  and  this  funding  limit 
also  resulted  in  employers'  cutting  their  contributions  from  a  peak  of 
$57  billion  in  1982  to  around  $50  billion  in  1989,  according  to  Jack 
VanDerhei  of  the  Employee  Benefit  Research  Institute.  Despite  tough 
penalties,  companies  are  still  recapturing  excess  assets,  and  many  have 
taken  extended  "contribution  holidays." 

Now  THAT  the  financial  MARKETS  are  dropping,  many  funds  will  join 
the  10%  of  major  funds  already  below  the  legal  benchmark  of  the 
100%  funded  level.  This  will  cause  many  employers  to  step  up  their 
contributions.  The  full  cost  can  be  5%  to  7%  of  payroll,  says  Jerry 
Carnegie  of  consultants  Hewitt  Associates..  (Hourly  paid  workers' 
plans  will  be  hardest  hit  because  of  a  quirk  in  irs  rules  that  often  keeps 
these  funds  close  to  or  even  under  100%  funded.) 

The  Office  of  Management  &  Budget  is  also  proposing  that  those 
companies  whose  pensions  remain  below  the  100%  funding  level  pay 
sufficient  extra  for  government-guaranteed  insurance  to  eliminate, 
over  five  years,  the  deficit  (today  around  $1  billion)  of  the  federal 
Pension  Benefit  Guaranty  Corp. 

For  the  first  time,  1989  saw  a  decline  in  the  total  number  of  defined 
benefits  pension  plans.  Mostly  it  was  smaller  plans  that  died,  some  to 
be  replaced  by  defined  contribution  plans,  whose  value  varies  with  the 
market.  Pension  managers  blame  the  high  cost  of  operating  within 
complex  rules  that  are  always  changing  (another  350  confusing  pages 
recently  emerged  from  the  irs).  Now,  to  raise  some  money  as  part  of 
the  budget  deal.  Congress  and  the  White  House  are  considering  taxing 
at  least  part  of  pension  plan  earnings. 

The  result  would  likely  be  an  accelerated  decline  in  the  number  of 
defined  benefits  schemes,  which  are  the  backbone  of  the  U.S.'  already 
feeble  private  savings  rate.  Congress  and  the  White  House  talk  a  good 
game  about  encouraging  savings,  but  look  at  what  they  do.  Taxing  U.S. 
'pensions  is  about  the  shabbiest  proposal  to  date. 
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The  Forbes  Index 
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The  Forbes  Index  (1967  =  100) 
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July's  economy,  reflected  in  the  chart  at  left,  is  weak;  th 
future  looks  worse.  The  spurt  in  oil  prices  (to  $31  a  barre 
nearly  double  June's  low  of  $16.60)  largely  escaped  the  Jul 
data  collection  and  is  going  to  hurt  future  price  reports 
Consumer  prices  rose  0.4%  in  July,  but  lower  energy  price 
contributed  to  keeping  this  number  down  that  month 
Also,  lower  oil  prices  helped  the  U.S.  trade  deficit  fall  to  $ 
billion  in  June,  the  lowest  monthly  rate  in  seven  years 
Over  the  last  two  months,  retail  sales  increased  1.2% 
New  housing  starts  are  18%  below  the  year-ago  level. 


other  key  rates 

Source 

Stabis 

Priine  rate 

Chase  Manhattan  Bank 

10.0% 

Auto  sales  year  to  date  vs.  1989' 

Ward's  Automotive 

-4.6% 

Indei  of  leading  indicators  June  vs.  May 

Dept  ol  Commerce 

0.0% 

Trade  balance  last  12  months  ending  June  1990 

Dept  of  Commerce 

-$101  bil 

Producer  price  index  July  vs.  1989^ 

Dept  of  Labor 

3,4% 

GNP  2nd  quarter  vs.  1  st — annualized  growth 

Dept  of  Commerce 

1.2% 

NBER  Experimental  Recession  Probability  Index^ 

Natl  Bureau  of  Economic  Research 

5.0% 

'U.S.-  based  manutactureis,  excludes  imports,  as  ol  8/20/90 

'Finished  goods  ^June  W90. 

Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  Total  industrial 
production,  new  claims  for  unemployment  compensation,  the 
cost  of  services  relative  to  all  consumer  prices,  new  housing 
starts,  total  retail  sales,  the  level  of  new  orders  for  durable 
goods  compared  with  manufacturers'  inventones,  personal 
income,  total  consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10  series  of 
U.S.  government  data  The  last  14  months'  data  for  each 
series  are  presented  below. 


Services 


Total  index 


109 


107 


105 


Industrial  production  index  (1987=  100) 
seasonally  adjusted  (Federal  Reserve) 


370 


340 


310 


280 


New  unemployment  claims  average  for  month 
(thousands)  seasonally  adjusted  (Dept.  of  Labor) 


Consumer  price  indexes  (1982-84  average  =  100) 
all  urban  consumers,  unadjusted  (Dept.  of  Labor) 


I  Inventories     H  New  orders 


Manufacturers'  new  orders  and  inventories 

($billions)  seasonally  adjusted  (Dept.  of  Commerce) 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept.  of  Commerce) 


2780 


2720 


2660 


2600 


Personal  income  (Sbillions)  wage  and  salary  disburse- 
ments, seasonally  adjusted  (Dept.  of  Commerce) 


152 


147 


142 


137 
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Retail  sales  (Sbillions) 

seasonally  adjusted  (Dept,  of  Commerce) 


716 

Mi 

^ 

703 

J^ 

n 

690 

wmlUi) 

J_M_^^^!^ 

Consumer  installment  credit  (Sbillions)  total, 
seasonally  adjusted  (Federal  Reserve) 


1  1  1  1  1  1  1  1  1  1  II  1  1 

JJ     ASONDJ     FMAMJ     J 
1989                            1990 

1     1     II     1     1     1     II     1     1     1     1     1 
JJ     ASONDJ     Ffl/IAMJ     J 

1989                             1990 

1     1     1     1     1     1     1     1     1     1     1     1     1 
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1989                             1990 

' 
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Cultivated  by  wind,  w 
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Some  of  the  earths  most  celebrated 
diamonds  were  released  by  the  erosion 
•  ..of  the  earths  surface  billions  of  years 
■  ,;..'-;as;o  and  carried  down  ancient 
.,  j ■;.-.-  river  beds. 

The  "Star  of  Sierra  Leone"  survived 
this  phenomenal  journey  Found  on 
. '     Valentines  Day  1972^  this  diamond 
weighed  a  record  968.9  carats  and 
was  roughly  the  size  of  a  hen's  egg. 

Whether  discovered  on  Valentines 
Day  or  any  other  day  a  diamond 
remains  the  ultimate  symbol  of  love. 
Which^  perhaps^  is  why  a  diamond 
'l      ranks  among  the  most  costly  of 
precious  gems. 

Yet  isn't  it  worth  it  for  the  woman  j 
you  love?  . 

A  diamond  is  forever. 
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The  Future:  Can  We  Really 
Get  There  From  Here? 


.;sdi%««,«jaj|g|||||||||^^.. 


The  future   used  to 

be   so   much   fun.   It  had 

allure.   It  had   enchantment. 

It  had  verve. 
But  sadly,   it  had  very  little 

to  do  v^ith   reality. 
The  future  of  today  needs 

a  little  more  focus. 
Especially  when   it  comes  to 

business  and   computing 
systems.   Novell   networking 
software  can   unite  your 
past  with  your  future. 
So  you   keep  the  equip- 
ment you   have.   Buy  different 
kinds   of  computers   if  you 
want.  And  they'll   all 
work  together.   More   power- 
fully and   more   productively. 
We  planned   it  that  way. 

If  linking  your  future 

with   your  past  seems   like 

a  good   idea  today,  just 

imagine   how  good   it  will 

sound  ten   years  from   now. 

Or  a  hundred. 


MOVE  L  L 


The     Past,     Present,     and     Future 
of    Network    Computing.- 


Forbes 


Get  ready  for  a  big  new  wave  of  hank  consolidations — and  we 
mean  big.  Outfits  like  Chase  Manhattan  and  Manufacturers 
Hanover  will  take  or  he  taken. 


Megamergers:  a  solution 
to  the  banking  crisis? 


By  James  R.  Norman 


1IKE  THE  STEADILY  growing  tcnsion 
_  on  the  San  Andreas  Fault,  pres- 
I  sure  is  mounting  for  a  new 
wave  of  big  bank  mergers — friendly, 
not-so-friendly  or  failure-driven  res- 
cues, mergers  on  a  scale  previously 
unthinkable. 


Far  from  discouraging  these  big 
mergers,  the  banking  authorities  will 
encourage  them.  They  see  a  shrinkage 
in  the  number  of  commercial  banks  as 
one  way  to  revive  an  ailing  industry. 

Commercial  banking,  to  be  sure,  is 
better  run,  better  regulated  and  better 
capitalized  than  the  runaway  1980s 
savings  and  loan  industry.  With  about 


$3.5  trillion  in  insured  deposits,  it's 
roughly  triple  the  size  of  the  s&ls  and 
much  more  important  to  our  econo- 
my. But  it  suffers  from  the  same  un- 
derlying problems  as  the  s&.ls:  It's  a 
high-cost  producer,  and  much  of  its 
basic  business  of  taking  deposits  and 
making  loans  has  been  made  obsolete 
by  new  financial  systems — from  mon- 
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jey  market  funds  to  corporate  com- 
bnercial  paper  and  at&t  credit  cards. 

The  result:  far  too  many  banks  with 
far  too  much  overhead  making  far  too 
little  profit  and  showing  little  or  no 
growth.  To  compensate,  many  have 
taken  on  much  more  risk  than  the 
deposit  insurance  system  or  the 
banks'  own  thin  capital  can  afford. 

The  main  remedy  must  be  consoli- 
dation. That  has  already  been  slowly 
lappening,  with  the  number  of  inde- 
jendent  commercial  banks  down  to 
•ewer  than  10,000  from  nearly  12,000 
seven  years  ago.  The  top  50  banks 
lave  raised  their  share  of  assets  mod- 
estly, to  more  than  65%  from  about 
j8%  in  the  past  decade.  But  the  sys- 
;em  is  still  fragmented:  The  biggest 
J.S.  bank.  Citibank,  has  barely  1%  of 
ill  U.S.  bank  deposits. 

While  the  U.S.  has  clung  to  its  frag- 
nented  banking  industry,  foreign 
)anks  with  much  broader  financial 
lowers  have  stolen  the  show.  Japa- 
lese  banks  now  have  40%  of  world 
ranking  assets,  up  from  23%  five 
'ears  ago.  Since  1978  the  U.S.  has  slid 
rem  having  5  of  the  world's  25  largest 
»anks  to  just  1 — Citicorp,  ranked 
lumber  ten  in  assets.  Citicorp  is  now 
he  only  U.S.  bank  with  a  truly  global 
iresence.  That  may  not  matter  if  all 

ou  want  is  a  car  loan.  But  do  we 
eally  want  to  push  U.S.  multination- 

1  companies  into  the  arms  of  foreign 
!anks?  Historically  the  U.S.  has  tried 


to  limit  the  size  and  power  of  banks, 
while  foreign  nations  have  encour- 
aged bigness  in  banking. 

Why  mergers?  A  handful  of  acquisi- 
tive banks  have  shown  they  have  a 
gift  for  wringing  big  profits  out  of 
takeovers.  They  include  Wells  Fargo, 
Banc  One  and  Security  Pacific.  Listen 
to  Hugh  L.  McColl  Jr.,  chief  executive 
of  NCNB  Corp.,  which  has  made  nu- 
merous big  mergers,  including  the 
1988  takeover  of  Texas  giant  First  Re- 
publicBank  Corp.  He  says:  "We've  got 
all  this  unnecessary,  costly  duplica- 
tion and  redundancy.  Too  many 
branches,  too  many  people,  too  many 
computers,  too  many  directors." 

Merging  banks  is  a  sure  way  to  save 
money.  Do  big  cities  really  need  two 
or  more  competing  banks  in  every 
neighborhood?  Noninterest  operating 
costs — mostly  payroll  and  occupancy 
costs — typically  eat  up  two-thirds  or 
more  of  the  margin  between  what  a 
bank  pays  for  its  money  and  earns  on 
its  loans.  So  to  cut  30%  in  noninterest 
expense  at  a  poorly  run  bank — as 
Wells  Fargo  did  with  Crocker  Bank — 
can  double  its  profit. 

The  biggest  savings  are  in  same- 
market  bank  mergers.  It  would  be 
hard  for  a  western  or  regional  bank  to 
buy  a  New  York  money  center  bank 
and  realize  such  savings — not  to  men- 
tion the  poison  pill  to  swallow  on  bad 
loans  to  developing  countries.  "I  can't 
imagine  why  anyone  would  buy  one 


of  them,"  muses  the  merger  boss  at 
one  acquisitive  regional  bank:  "Who's 
got  the  capital?  Who's  got  the  man- 
agement?" But  logic  is  mounting  for 
mergers  among  the  big  money  center 
banks  themselves — the  top  20  or  so 
insulated  by  the  unwritten  rule  that 
they  are  "too  big  to  fail."  Still  carrying 
wads  of  dubious  Third  World  loans 
from  the  1970s  and  now  haunted  by 
deteriorating  real  estate  and  leveraged 
buyout  loan  portfolios,  some  of  these 
national  flagships  have  watched  their 
market  value  plunge  by  half  in  the 
past  year,  as  investors  have  lost  faith 
in  future  earnings  and  dividend 
streams.  (For  an  analysis  of  bank 
stocks,  see  page  136.  For  a  look  at  an 
alternative  investment  opportunity — 
bank  deposit  notes — see  page  235.) 

Merging  two  big  New  York  banks 
like  Chemical  and  Manufacturers 
Hanover,  for  instance,  might  more 
than  double  profits.  "The  only  way 
out  is  consolidation.  It  is  the  low-risk 
way  to  create  new  earnings  streams. 
Where  else  could  you  get  $600  million 
of  recurring  profits?"  ponders  Richard 
J.  Barrett,  a  managing  director  at  Salo- 
mon Brothers.  That,  he  says,  would 
not  only  increase  earnings  but  also 
make  it  easier  to  sell  more  shares  and 
bonds  to  boost  their  capital. 

On  their  own,  the  big  banks  have 
begun  unprecedented  cost-cutting. 
But  the  market's  ho-hum  response 
seems  to  say:  too  little,  too  late. 


"I  absolutely  believe  these  mergers 
will  happen,"  says  the  chief  executive 
of  one  big  New  York  bank,  who  s5ys 
he's  window-shopping.  "The  only 
question  is  when."  Then  look  out. 
The  economies  from  one  of  these  big 
mergers  will  drive  others  to  line  op 
partners  in  what  could  be  a  fast  game 
of  musical  chairs.  "If  two  do  soAe- 
thing,  the  others  are  disadvantaged," 
notes  Kendrick  Wilson,  a  banking 
specialist  at  Lazard  Freres  &.  Co. 

Among  the  most-rumored  pairings: 
A  Imkup  between  Chase  Manhattan' 
Bank  and  either  Manufacturers  Hano- 
ver Corp.  or  Chemical  Bank  in  New. 
York.  Any  pairing  there  would  likely 
prompt  the  odd  man  out  to  do  a  deal 
with  the  Bank  of  New  York.  On  the 
West  Coast,  Security  Pacific  and 
Wells  Fargo  Bank  have  eyed  First  In- 
terstate, which  could  also  be  courted 
by  Citicorp  when  California's  inter- 
state banking  barriers  fall  Jan.  I.  A 
matchup  could  spur  other  defensive 
pairings  there. 

Of  course,  such  merger  talk  has 
floated  for  several  years  and  little  has 
come  of  it.  But  now  the  attractions  are 
more  compelling. 

Don't  look  for  quick  profits  from 
bank  mergers  for  investors.  In  your 
ordinary,  nonbank  merger,  the  acquir- 
ing company  offers  a  premium  over 
market  value  for  the  company  it  is 
acquiring.  But  this  requires  cash  or 
borrowing  power,  which  the  big 
banks  lack.  They  need  to  build  capi- 
tal, not  dissipate  it.  So  any  bank  merg- 
ers would  have  to  be  on  a  share-swap 
basis,  probably  at  close  to  market 
prices.  The  mergers  would  thus  have 
to  be  friendly.  They  would  require 
agreement  between  two  manage- 
ments over  jobs  and  titles.  Not  easy. 
"What  CEO  wants  to  jump  off  a 
bridge?"  asks  one  New  York  banker. 

A  bigger  barrier  is  fear  about  the 
quality  of  loan  portfolios.  "There  is 
obvious  flirtation,  but  that's  where  it 
stops.  They're  all  wary  of  marrying 
someone  who's  diseased,"  says  anoth- 
er investment  banker.  The  result: 
"There's  a  lot  of  semaphore,  but  no 
ship-to-ship  exchange"  of  offers. 

That  could  change  soon.  One  rea- 
son is  that  Washington  is  becoming 
more  sympathetic  to  the  urge  to 
merge.  In  July  Federal  Reserve  Chair- 
man Alan  Greenspan  told  Congress 
he  favored  easing  many  costly  quirks 
in  banking  laws.  Among  them:  the 
ban  on  branching  across  state  lines, 
and  an  inability  to  offer  broader  ser- 
vices like  underwriting  and  insur- 
ance; all  these  currently  hamstring 
American  banks  versus  their  lower- 
cost  foreign  competitors.  Greenspan 
also  asked  for  powers  to  force  mergers 


even  before  banks  become  insolvent. 
And  in  a  saift  unthinkable  just  five 
years  ago.  Treasury  officials  are  now 
debating  loosening  the  Bank  Holding 
Company  A^t  limits  on  ownership  of 
banks  by  nohbank  companies. 

Thar  could  let  big  industrial  compa- 
nies with  Targe  credit  operations — 
such  as  Ford,  General  Motors  and 
General  Electric — step  in  as  consoli- 
dators.  Not  to  mention  raiders  and 
restructuring  artists.  "Bankers  are  the 
only  guys  that  can  go  to  sleep  and  not 
worry  about  raiders,"  gripes  L,  Wil- 
liam Seidman,  chairman  of  the  Feder- 
al Deposit  Insurance  Corp.:  "It's  the 
only  industry  where  government  has 
effectively  insulated  the  manage- 
ments from  attack." 

So  far,  the  regulators  have  relied 
mainly  on  stiffer  examinations  and 
higher  capital  ratios  to  prod  along 
consolidation.  Bankers  complain  this 
federal  fixation  with  capital  is  coun- 
terproductive. It  has  sharply  reduced 
the  number  of  banks  that  qualify  as 
acquirers.  This  has  clearly  slowed  the 
pace  of  bank  mergers  this  year,  de- 
spite removal  of  some  interstate 
banking  barriers.  Call  it  gridlock. 
"The  system  cries  out  for  rationaliza- 
tion,   but   it    suffers   from   constipa- 


tion," says  analyst  James  McDermott 
Jr.  of  Keefe,  Bruyette  &  Woods,  Inc. 

Black  as  things  look,  this  could  be 
the  darkness  before  dawn.  Amidst 
what  looks  like  stalemate  on  the 
merger  front  and  steadily  worsening 
loan  losses,  a  few  hardy  investors  are 
buying  bank  stocks.  Kohlberg  Kravis 
Roberts  has  bought  a  9.9%  stake  in 
First  Interstate.  Lazard's  Corporate 
Partners  has  invested  in  First  Bank 
System.  Warburg  Pincus  holds  con- 
vertible preferred  in  Mellon  Bank,  af- 
ter helping  finance  a  new  "bad  bank" 
for  $1  billion  in  problem  loans.  The 
Tisch  family  has  a  paper  loss  on  its 
stake  in  Bank  of  Boston  (see page  136) 
but  has  kept  buying.  Their  Loews 
Corp.  may  be  buying  Chase  shares. 

Ordinary  shareholders  may  be 
sheeplike,  but  these  big  dealmakers 
are  not.  With  so  much  of  their  own 
money  at  stake,  they  will  certainly 
press  managements  either  to  boost 
earnings  or  to  make  mergers. 

"A  lot  of  banks  are  trading  at  going- 
out-of-business  prices,  but  they're  not 
in  the  problems  everyone  thinks,"  in- 
sists a  Tisch  source:  "When  they  turn, 
they'll  turn  dramatically."  What  will 
make  them  turn?  A  break  in  the  merg- 
er logjam,  most  probably.   ■ 


When  the  Berlin  Wall  fell,  so  did  a  lot  of 
Eastern  bloc  inhibitions.  Suddenly,  sex  is  a 
major  German  growth  industry. 


Lustful  union 


By  Richard  C.  Morals 


It's  4  A.M.  on  the  Reeperbahn,  the 
notorious  strip  in  Hamburg's  St. 
Pauli  red  light  district.  Men  in 
pairs  and  packs  cruise  past  sex  shops 
called  the  Hot  Comer  and  Eros  Cen- 
ter. Ladies  of  the  night,  bedecked  in 
leather  belts  and  Day-Glo  outfits, 
latch  on  to  passersby.  It  looks  like 
business  as  usual. 

But  wait.  Suddenly,  a  bus  stops. 
Squealing  with  excitement,  some  60 
East  German  men,  women  and  chil- 
dren pour  onto  the  pavement,  prams 


and  all.  The  group  drove  through  the 
night  to  get  here  this  early,  but  it's 
only  the  first  bus  of  the  day.  From 
Friday  to  Sunday  East  Germans  arrive 
by  the  thousands,  intent  upon  experi- 
encing the  famous  "strip  of  sin." 

"We  counted  220  buses  in  one  day, 
and  sometimes  they  fill  the  store  till 
no  one  can  move,"  says  Uwe  Jagla, 
joint  owner  of  four  sex  shops.  Says  his 
shocked  manager:  "They  even  bring 
their  children  into  the  store.  You  have 
to  stop  them." 

Finally  released  from  40  years  of 
communist  rule.  East  Germans  are 
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sampling  all  kinds  of  previously  for- 
bidden fruit — including  political  free- 
dom, uninhibited  travel  and,  now,  un- 
inhibited libidos — as  they  vvrork  to 
erase  the  indescribable  monotony 
that  was  the  norm  of  totalitarian  life. 
Something  similar  happened  in  Spain 
in  the  1970s,  when  the  authoritarian 
iFranco  era  ended  and  the  news  kiosks 
bloomed  with  all  manner  of  sexually 
explicit  magazines. 

"Within  days  after  the  wall  fell,  in  a 
l30-to-50-mile  strip  along  the  border, 
iall  our  magazines  had  sold  out,"  says 
Jiirgen  Klebe,  editor  of  St.  Pauli  Nach- 
richten,  a  magazine  that  characterizes 
itself  as  "Germany's  number  one  lust 
paper."  The  magazine  received  al- 
most 7,000  Eastern  bloc  letters  the 
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month  after  the  barbed  wire  was  cut. 

West  Germany's  media — even  the 
respected  publishing  houses — have 
rushed  to  supply  their  new  eastern 
countrymen  with  what  they  want. 
The  Berliner  Morgenpost,  for  example, 
just  ran  an  article  on  erotic  East-West 
encounters — 70%  of  the  East  German 
men  surveyed  (but  for  some  reason, 
only  33%  of  the  women)  enjoyed  their 
private  unions.  The  Burda  publishing 
giant,  Forbes'  partner  in  the  German 
business  magazine  /Forbes  von  Burda, 
has  come  out  with  a  magazine  called 
Super  Illu,  stuffed  with  articles  like 
"Greater  freedoms  also  in  bed"  and 
"Lexicon  of  erotica." 

The  150,000-circulation  St.  Pauli 
Nachricbten  is  being  distributed  across 


East  Gemuins  are  flocking  to  the  Reeper- 
hahn,  to  check  out  Hamburg's  notorious 
"strip  of  sin. "  Meanivhile,  West  German 
erotica  merchant  Beate  Uhse  (left)  makes 
big  plans  to  e.xpand  across  the  border. 

the  border  by  a  ragtag  army  of  sales- 
men. Particularly  popular  with  East 
Germans  are  the  features  "Photo- 
graph your  loved  one"  (readers  send  in 
shots  of  their  darlings  in  the  buff)  and 
the  "Fatties"  comer  (don't  ask). 

Even  the  local  East  German  papers, 
formerly  in  the  vanguard  of  socialist 
prudery,  are  getting  into  the  act.  Top- 
less swimmers  have  been  seen  splash- 
ing across  the  front  page  of  the  Thiirin- 
ger  Allgetyieiyien,  accompanied  by  awk- 
ward prose  explaining  the  medical 
pros  and  cons  of  skinny  dipping. 

West  Germany's  biggest  pom  mer- 
chandisers, mostly  middle-class  fam- 
ily-run businesses,  aren't  wasting  any 
time,  either.  Beate  Uhse,  head  of 
Beate  Uhse,  A.G.,  stmck  with  a  speed 
that  belies  her  70  years  when  the  wall 
fell.  Fier  $70  million  (revenues)  com- 
pany, based  in  Flensburg,  has  a  chain 
of  sex  shops  and  blue-movie  houses, 
as  well  as  a  mail-order  business  that 
was  selling  some  1,000  products — ev- 
erything from  naughty  lingerie  to 
marital  aids.  Within  weeks  she  had 
test-marketed  in  East  Germany  with 
100  packages,  to  see  if  money  and 
products  could  move  back  and  forth 
across  the  border  without  interven- 
tion from  the  East  German  secret  po- 
lice. They  could. 

In  a  matter  of  months  she  had 
140,000  East  German  enquiries.  So 
she  hired  30  vans,  printed  600,000 
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catalogs  and  practically  gave  them 
away  for  5  East  German  marks  (the 
equivalent  of  80  cents  at  official  rates) 
m  a  whirlwind  tour  of  the  country  in 
June.  Thousands  of  unabashed  East 
Germans  crowded  around  her  vans, 
clamoring  for  catalogs.  She  expects 
sales  this  year  to  be  up  by  15%. 

As  soon  as  property  laws  have  been 
clarified,  Uhse  says,  she'll  open  20 
stores  across  the  border,  plus  license 
her  name  to  locals  wanting  to  take  the 
self-employment  plunge.  Somebody, 
apparently,  has  already  beaten  her  to 
it.  In  Zwickau,  the  first  East  German 
sex  shop  has  already  opened,  com- 
plete with  yellow  awnings. 

The  demand  from  the  Eastern  bloc 


came  just  in  time  for  Europe's  sex 
industry,  which  appears  to  be  suffer- 
ing from  a  bit  of  overcapacity  and 
creeping  old  age.  The  media  end  of  the 
West  German  sex  business  alone  is 
estimated  to  be  between  $1.3  billion 
and  $2  billion.  Klebe,  the  "lust  paper" 
editor,  figures  there  are  between  6,000 
and  7,000  sex  shops  in  West  Germany 
alone,  and  characterizes  the  competi- 
tion as  "cutthroat."  Uhse,  berry- 
brown  from  a  recent  visit  to  a  French 
nudist  camp,  agrees.  "Too  many  idi- 
ots came  into  the  market,"  she  says. 
"Their  pricing  is  all  wrong.  They  are 
practically  giving  it  away." 

Meanwhile,  back  in  Hamburg's  St. 
Pauli  district,  the  union  of  the  two 


Germanys  continues,  but  not  always 
smoothly.  The  2  a.m.  beat  cop  says 
many  East  Germans  order  drinks  but 
don't  have  enough  money  to  pay. 

A  wooden  gate  across  the  Herbert 
strasse — where  painted  women  sit  ir 
windows  and  sip  schnapps — clearly 
states  that  only  men  are  allowed  ir 
the  alley.  But  that  doesn't  seem  tc 
deter  East  German  women  who  by  the 
busload  pour  down  the  alley  to  gawk 
It's  terrible  for  business.  The  prosti 
tutes  are  fighting  back  now,  dousing 
the  rude  intruders  with  water  tingec 
with  coffee,  so  it  looks  like  urine. 

"The  East  Germans  don't  under 
stand,"  says  Klebe.  "These  are  work 
ing  women."  ■ 


The  Saddam  Hussein  crash,  then  the  sigh- 
of -relief  rally.  There  are  no  hard  rules,  hut 
if  history^  repeats  the  pattern  of  past  war 
scares,  look  for  the  stock  market  to  rise. 


Remember 
the  Maine! 


By  Thomas  Jaffe 


Sputnik 


Cuban  missile  crisis 


EVERYBODY  was  Waiting  for  the 
sigh-of-relief  rally,  and  finally 
it  came.  Over  two  days  in  late 
August  the  Dow  Jones  industrial  aver 
age  recovered  128  of  the  416  points  it 
lost  after  Saddam  Hussein  invadec 
Kuwait  and  raised  the  specter  of  a 
serious  war.  President  Bush's  decisive 
sending  of  troops  and  ships  and  tjit 
world's  dilatory  but  near-unanimouf: 
approval  of  sanctions  against  Iraq  hai 
the  effect  of  calming  investors. 

What  next? 

For  some  clues,  Forbes  examinee 
stock  market  patterns  after  similai 
war  crises: 

When  saboteurs  blew  up  the  U.S 
battleship  Maine  in  Havana  harbor  on 
Feb.  15,  1898,  it  appeared  for  a  time 
they'd  detonated  the  market  as  well 
Between  that  date  and  Mar.  25  the 
Dow  fell  16%,  from  50  to  42.  But,  by 
the  end  of  May,  with  the  U.S.  at  wai 
Tet  Offensive 
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with  Spain,  the  market  had  rallied 
back  above  50.  Some  18  months  later, 
in  September  1899,  the  Dow  peaked 
at  77,  83%  over  its  post-Maine  low. 

This  has  been  the  general  pattern  in 
war  crises:  a  fast  crash  and  then  a 
recovery.  But  not  all  the  rallies  are  as 
quick  in  the  making  as  that  of  the 
Spanish-American  War.  Take  World 
War  II.  When,  after  months  of  the 
phony  war,  Germany  finally  attacked 
the  Low  Countries  on  May  10,  1940, 
the  market  slumped  badly.  By  May 
24,  with  the  Allies  in  a  rout  and 
France  doomed,  the  Dow  had  dropped 
from  144  to  113,  and  it  continued 
drifting  downward  for  two  more 
years,  to  its  low  of  92 — this,  as  the 
Japanese  noose  tightened  around  Ba- 
taan  and  Corregidor. 

It  wasn't  until  May  and  June  of 
1942,  when  U.S.  victories  at  the  bat- 
tles of  the  Coral  Sea  and  Midway 
stopped  Japan's  advance  in  the  Pacif- 
ic, that  investors  began  to  smell  that 
the  Axis  goose  was  cooked.  The  mar- 
ket slowly  started  to  turn,  and  its  re- 
covery continued  straight  through  the 
end  of  the  war — until  May  1946,  by 
which  time  the  Dow  stood  at  212. 

Although  the  launching  of  Sputnik 
may  not,  at  first  blush,  appear  to  have 
been  a  military  crisis,  it  carried  a  dev- 
astating implication  that  the  Soviets 
might  have  gained  a  technological 
edge  in  the  arms  race.  On  Oct.  4, 
1957,  the  day  Sputnik  went  up,  the 
Dow  was  at  461;  by  Oct.  22  it  had 
dropped  9%,  to  419.  The  market 
didn't  return  to  pre-Sputnik  levels  un- 
til May  1958.  Then,  with  investors 
having  finally  realized  that  the  U.S. 
was  not  being  overwhelmed  by  Soviet 
technology,  the  market  went  into  its 
own  orbit.  The  Dow  peaked  at  68 


Jan.  5,  1960. 

Another  such  rally  followed  the 
Cuban  missile  crisis.  In  September  of 
1962,  the  market  was  marking  time 
around  600,  down  substantially  from 
the  previous  year's  high  of  734.  When, 
on  Oct.  22,  Kennedy  made  his  tv 
speech  alerting  Americans  to  what 
the  Soviets  had  been  up  to  in  Cuba, 
the  Dow  dropped  to  558.  And  that  was 
it.  The  Soviets  blinked;  the  crisis  was 
discounted;  a  sigh-of-relief  rally  began 
that  lasted  more  than  three  years.  On 
Feb.  9,  1966  the  rally  ended  with  the 
Dow  at  995 — a  level  it  took  nearly 
two  decades  to  surpass  by  a  substan- 
tial margin. 

Some  sigh-of-relief  rallies  are  brief. 
Take  the  one  that  followed  the  Six- 
Day  War  in  the  Middle  East.  In  May 
1967  the  Dow  nosed  above  900  for  the 
first  time  since  June  1966,  but  on  June 
5  the  Arab-Israeli  war  erupted  and  the 
market  fell  to  847.  Then  it  quickly 
recovered,  going  as  high  as  943  by 
September.  That  11%  gain  couldn't 
be  sustained,  however.  The  market 
sold  off  once  more. 

North  Vietnam  launched  the  Tet 
Offensive  on  Jan.  30,  1968.  At  the 
time,  the  Dow  was  at  859.  By  Mar.  21 
It  had  fallen  to  825.  On  Mar.  31  Presi- 
dent Johnson  announced  he  wouldn't 
run  for  reelection.  The  following  day, 
April  Fools',  the  market  rose  to  861. 
Investors  began  to  discount  the  end  of 
the  war,  figuring  that  Johnson's  suc- 
cessor would  pull  out  of  the  costly 
and  inconclusive  war.  The  sigh-of-re- 
lief rally  continued  until  Dec.  3,  1968, 
when  the  market  reached  985,  nearly 
20%  above  its  post-Tet  low.  But  then 
it  fizzled.  The  war  would  drag  on; 
overly  optimistic  investors  had  fooled 
themselves. 
Voni  Kippur  War  ' 
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Saddam  Hussein 

One  crisis  that  had  scant  effect  on 
the  market  was  the  Yom  Kippur  War 
of  October  1973;  the  market  was  ris- 
ing when  it  started  and  kept  rising 
throughout,  only  to  collapse  later  in 
the  year  and  continue  a  long  slide  that 
had  actually  begun  in  January  1973. 

In  short,  there  is  no  single  pattern 
in  postcrisis  markets.  Some  turn  into 
long-lived  rallies,  such  as  the  markets 
that  followed  Sputnik  and  the  Cuban 
missile  crisis.  Others  are  just  flashes 
in  the  pan,  as  was  the  case  after  both 
the  Six-Day  War  and  Johnson's  deci- 
sion to  bow  out. 

If  there  are  no  hard-and-fast  pat- 
terns, there  do  seem  to  be  a  couple  of 
very  general  lessons  in  this  brief  his- 
tory of  markets  and  military  crises. 
Lesson  One:  Markets  like  peace  and 
eagerly  anticipate  it.  As  the  French 
used  to  say,  buy  when  the  cannons 
start  firing,  and  sell  when  the  bugles 
sound  retreat. 

Lesson  Two:  It  is  difficult,  and  prob- 
ably foolhardy,  for  individual  inves- 
tors to  trade  the  plunges  and  rebounds 
of  a  market  trying  to  digest  news  from 
the  front.  Unleveraged  long-term  in- 
vestors have  made  out  well  in  the 
past;  short-term  investors  on  margin 
have  not.  Lesson  Three:  underlying 
economics  matter. 

What  will  happen  this  time?  Prior 
to  Saddam  Hussein,  the  market  had 
already  turned  down  on  concerns 
about  the  budget  deficit  and  an  eco- 
nomic slowdown.  The  Gulf  crisis 
may  merely  have  hastened  the  drop. 
In  any  case,  the  crisis  has  already  been 
discounted,  both  as  to  its  early  panic 
and  sigh-of-relief  phases.  What  hap- 
pens from  here  on  is  likely  to  be  deter- 
mined by  what  happens  to  the  U.S. 
and  world  economies.  ■ 
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If  Iraq's  belligerence  convinces  the  U.S.  to 
wean  itself  from  Middle  Eastern  oil,  the 
natural  gas  industry^  will  prosper.  If  not, 
things  are  looking  better  for  gas  anyway. 

Heads  we  win, 
tails  we  win 


companies,  for  instance,  gained  40% 
on  average.  But  the  Iraq  and  Kuwait 
embargo  hasn't  yet  boosted  the  sec- 
tor, and  so  the  shares  are  on  the  un- 
derpriced  side,  says  Olson.  The  stocks 
of  mterstate  gas  pipehnes  and  of  dis- 
tribution utihties  are  down  17%  this 
year,  while  producers  and  gatherers 
are  where  they  started.  At  the  same 
time,  oil  service  companies  have 
gained  16%. 

Since  Iraq's  annexation  of  Kuwait 
the  price  of  oil  has  almost  doubled, 
while  the  price  of  natural  gas  has 
moved  up  only  1.5%.  Olson,  who  is 
48  and  has  spent  22  years  following 
energy,  sniffs  opportunity  in  this. 

"The  brighter  outlook  for  gas  has 


By  Suzanne  L.  Oliver 


JOHN  Olson,  director  of  equity 
research  at  First  Boston  Corp.  in 
Houston,  was  growing  bullish 
on  the  natural  gas  industry  even  be- 
fore Saddam  Hussein  rolled  into  Ku- 
wait. Now  he's  ebullient.  "This  is  the 
best  outlook  for  natural  gas  in  a  de- 
cade. We  have  a  war  psychology,  ris- 
ing prices  and  increasing  consump- 
tion," he  says.  In  this  fuel's  favor  are 
two  key  points:  It  is  produced  domes- 
tically and  it  is  less  polluting  than  oil. 
A  bitter,  early  winter  and  the  pros- 
pect of  tighter  air  pollution  controls 
caused  the  prices  of  gas  industry 
stocks  to  shoot  up  in  1989.  Pipeline 


John  Olson  of  First  Boston  Corp. 
"This  is  the  best  outlookfor  natural  gas  in  a  decade. 


yet  to  be  reflected  in  the  markets,"  hel 
says.  Olson  expects  gas  to  fetch  a 
wellhead  average  of  $2.30  per  mcf  by 
February,  up  from  today's  $1.32.  (An 
mcf  of  gas,  or  1,000  cubic  feet,  con-i 
tains  approximately  1  million  Btu  of 
energy,  about  the  same  as  7  gallons  of 
fuel  oil.) 

A  rising  price  for  fuel  oil,  gas'  main 
competitor,  should  help  gas  stocks. 
But  don't  forget  that  a  Middle  East; 
crisis  in  1973  spurred  natural  gas 
companies  to  overzealous  explora- 
tion. That  created  the  gas  "bubble," 
the  excess  capacity  in  gas  fields  that 
has  dampened  gas  prices  since  1984. 

Another  caution  comes  from  Dan- 
iel Dreyfus,  vice  president  of  strategic 
planning  at  the  Gas  Research  Insti-i 
tute  in  Washington,  D.C.  Without  an 
government  mandate  that  gas  be  sub- 
stituted for  oil,  Dreyfus  says,  the 
short-term  effect  of  the  embargo  on 
natural  gas  will  be  minor.  Most  fuel- 
switching  has  already  occurred.  Lu- 
ther Tai,  a  planning  engineer  at  New 
York  City's  Con  Edison,  says  that  he 
has  been  burning  gas  at  capacity  for 
months  now  because  gas  costs  $2.33 
per  million  Btu,  delivered,  while  fuel 
oil  runs  twice  as  much. 

With  or  without  a  Middle  East  cri- 
sis, over  the  longer  term  the  gas  in- 
dustry could  well  get  a  boost  in  de- 
mand from  new  electric  power  plants. 
Even  Dreyfus  foresees  a  disappear- 
ance by  1996  in  the  gas  bubble.  Drey- 
fus predicts  an  average  wellhead  price 
of  $3.60  by  1995. 

For  a  gas  play  with  an  added  infla- 
tion hedge,  Olson  recommends 
Nerco,  which  has  42%  of  its  assets  in 
oil  and  gas  producing  properties,  34% 
in  low-sulfur  coal  and  24%  in  gold 
and  silver  mining.  He  predicts  1990 
earnings  of  $2.05  a  share  and  calcu- 
lates a  break-up  value  of  $30  for  the 
$21  stock. 

Oneok,  the  parent  of  distributor 
Oklahoma  Natural  Gas,  should  boost 
earnings  only  4%  this  year,  according 
to  Olson.  However,  a  pending  acquisi- 
tion of  a  subsidiary  of  Enserch  Corp. 
will  bring  Oneok  new  gas  supply 
sources  and  a  potential  interstate 
market  outlet. 

Nicor  is  a  distribution  utility 
(Northern  Illinois  Gas)  with  a  little 
exploration  and  production  on  the 
side.  Earnings  should  reach  $3.70  this 
year.  Columbia  Gas  System  is  a  mix 
of  distribution  utilities  and  interstate 
pipelines.  Recovering  from  a  messy 
take-or-pay  dispute  with  gas  suppli- 
ers, it  should  see  a  drop  in  1990  earn- 
ings but  a  quick  recovery  next  year. 

Seagull  Energy  is  a  miniconglomer-  I 
ate  of  gas  operations,  including  a  dis-  [ 
tribution  utility  in  Alaska,  a  gas-gath-  I 
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They  say 
it's  going  to  fly 

Of  course, 
fheyarent  going. 

The  machine  had  stainless 
steel  skin.  The  men 
had  steel  nerves. 
The  men  were  the 
brave  Americans  who 
waited  strapped  into 
a  cramped  capsule 
\    atop  125  tons  of 
^        explosive  fuel, 

h  February  20, 1962,  the  Atlas  of  Friendship  7  boosted      ^q   |-jp   hlasted 

te  first  American,  John  Glenn,  into  Earth  orbit.  His 

istoric  flight  was  the  U7th  for  an  Atlas.  intO  Oroit. 

The  machine  was  originally  America's  first  inter- 
ontinental  ballistic  missile,  developed  by  General 
)ynamics  in  the  early  1950s,  and  for  nearly  10 
'ears  the  free  world's  major  deterrent  weapon. 
The  men  were  the  Mercury  astronauts. 
The  machine  was  our  Atlas  rocket. 
Their  histories  merged  in  the  early  1960s, 
i^hen  General  Dynamics  began  reconfiguring 
.vtlas  to  launch  payloads  into  space  for  the 
idr  Force  and  NASA. 

Since  then,  the  stainless  steel  sheen  of  the 
Itlas  skin  is  the  only  thing  that  has  remained 
nchanged,  as  literally  thousands  of  technological 
nprovements  have  been    ^   incorporated. 

virtually  every 
U.S.  weather  satel- 
lite. In  December 
^        1958, 
it  boosted 
the  world's  first 
communications 
satellite.  Project  Score, 

This  fiendish -looking  device  was  part  of  the 
apparatus  we  built  to  simulate  effects  of  weightless- 
ness. In  addition  to  training  equipment.  General 
Dynamics  also  built  tracking  stations  around  the  globe. 


which  circled  the  globe  broadcasting  President 
Eisenhower's  Christmas  message.  Atlas  went 
on  to  launch  56  more  communications  satellites, 
and  dozens  of  scientific  probes,  including 
Pioneer,  Mariner,  and  Surveyor,  the  first  American 
spacecraft  to  soft-land  on  the  moon. 

With  a  record  of  496  launches,  our  Atlas  is 
one  of  America's  most  successful  and  reliable 
launch  systems. 

Our  30-plus  years  of  experience  and  the  dedica- 
tion to  excellence  of  the  Atlas  team  are  especially 
important  now. 

In  one  of  the  largest  commercial  space  ventures 
in  history.  General  Dynamics  has  committed 
to  the  production  of  62  new  Atlas  vehicles  for 
government  and  business  missions. 

For  over  three  decades,  Atlas  has  made  history 
in  space. 

And  paid  dividends  here  on  Earth. 


NERAL  DYNAMIi 

A  Strong  Company  For  A  Strong  Country 
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Which  ones  do  you  think  will  get  to  Florida  first? 

There's  been  a  migration  in  these  days  you  need  a  means  of  integrate  the  components  tha 

business  thinking.  tying  them  all  together.  Andersen  Consulting. 

Whereas  once  it  was  enough             That  requires  information  Because  we  approach  tec 

just  to  have  a  sound  strategy,  solid  technology.  And  no  one  can  ogy  from  a  business  perspectiv 

operations  and  talented  people,  do  more  to  help  you  effectively  have  the  tools  to  understand  > 

<S)  1990  Andersen  Consulting                                                                                                                               '  mk 
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ular  situation.  And  because 
worked  for  a  majority  of  the 
ne  500,  chances  are  your 
ion  won't  be  too  unfamiliar, 
/hich  means  that  instead  of 


building  only  technological 
strength,  we  can  help  you  capitalize 
on  all  of  your  strengths. 

Because  these  days,  organiza- 
tions that  don't  integrate  don't  fly. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  Sf  CO.,  S.C. 


Where  we  go  from  here." 


Pollution-free,  Mideast-free 

energy  sources 

Here  are  gas  producers,  transporters  and  distributors  that  First  Boston 
analyst  John  Olson  believes  are  cheap  in  comparison  to  break-up  values.  He 
assumes  that  an  mcf  of  gas  in  the  ground  is  worth  $1  to  $1.25. 

Recent 
Company                    price 

1989 

revenues 

($mil) 

1989 
EPS 

1990 

EPS 

estimate 

■  P/E 

on  1990 

EPS 

Dividend 
yield 

Book 
value 

Break-up 
value 

Coastal                          33' 4 

$8,271 

$1.90 

$2.10 

15  8 

1.1% 

$17.65 

$40 

Columbia  Gas  Sys        46 '/i 

3,204 

3.21 

2.25 

20.7 

4.7 

35.50 

54 

Nerco                           lO'/s 

711 

1.90 

2.05 

10.1 

2.9 

14.10 

30 

Nicor                           40 

1,622 

3.67 

3.70 

10.8 

5.1 

22.74 

"47 

Oneok                          ISVs 

618 

1.25 

1.30 

10.3 

5.4 

12.15 

19 

Seagull  Energy             27% 

178 

1.40 

2.10 

13.2 

NM 

16.08 

32 

Sonat                          51 '4 

1,725 

2.67 

2.25 

23.0 

3.8 

26.78 

61 

Southwestern  Energy    34 

126 

1.68 

1.70 

20.0 

1.7 

13.02 

50 

NM:  Not  meaningful. 

Source  First  Boston 

ering  system  in  the  Gulf  of  Mexico 
and  some  exploration  and  production. 
Olson  expects  earnings  to  grow  50% 
this  year  to  $2. 10  a  share.  High  operat- 
ing income  ($72  million)  against  very 
manageable  debt  ($75  million)  will  al- 
low Seagull  to  expand  its  drilling  pro- 
gram, which  should  pay  off  in  the 
mid-1990s,  assuming  the  gas  bubble 
indeed  disappears. 

Southwestern  Energy  has  38  mcf  of 
reserves  standing  behind  each  share. 
Earnings  will  likely  be  flat  in  1990, 
but  Olson  expects  them  to  increase 
nearly  40%  in  1991,  as  the  company 
adds  customers  and  begins  new  lease 
development. 

Other  Olson  recommendations: 
Sonat,  whose  reserves  have  increased 
fivefold  since  1987  to  23  mcf  per 
share;  and  Coastal  Corp.,  a  gas  pipe- 
line company  with  activities  in  oil 
and  low-sulfur  coal.  ■ 


Two  years  ago  Thomas  Watben  fulfilled  a 
dream  bed  bad  for  years:  buying  one  of 
tbe  best-known  names  in  tbe  guard  busi- 
ness. Will  tbe  legend  keep  on  growing? 

The  new 
Pinkerton  man 


By  Julie  Schlax 


WHEN  HE  WAS  STUDYING  poliCC 
administration  at  Indiana 
University  in  the  1950s, 
young  Thomas  Wathen  became 
hooked  on  the  history  and  lore  of  Pin- 
kerton's,  the  legendary  detective 
agency  founded  in  1850  by  Allan  Pin- 
kerton. His  trademark,  "The  Eye  That 
Never  Sleeps,"  inspired  the  term  "pri- 
vate eye." 

Pinkerton's  agents  chased  the  likes 
of  Jesse  Jame.s  and  Butch  Cassidy  and 
the  Sundance  Kid,  and  spied  on  south- 
ern troops  during  the  Civil  War.  Allan 
Pinkerton  provided  "executive  pro- 
tection" for  Abraham  Lincoln;  unfor- 
tunately, his  men  weren't  working  for 
President  Lincoln  the  night  John 
Wilkes  Booth  assassinated  him.  Pin- 
kerton's also  broke  up  the  Molly  Ma- 
guires,  the  infamous  labor  group  that 
dominated  the  eastern  Pennsylvania 
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Allan  Pinkerton  (left)  with  Lincoln 
"Executive  protection." 

coal    mining   industry   in   the   ihid- 
1860s  and  1870s. 

"This  stuff  really  turns  me  on,"  ex- 
plains Wathen,  now  60.  Wathen  went 
on  to  build  California  Plant  Protec- 
tion, the  $251  million  (1987  revenues) 


security  guard  service  company  he 
bought  for  $60,000  in  1964  when  it 
was  a  struggling  five-car  patrol  com- 
pany. But  he  never  shook  his  obses- 
sion with  Pinkerton's.  Between  1986 
and  1988  Wathen  tried  to  buy  Pinker- 
ton's, Inc.  three  times. 

Finally,  in  January  of  1988,  he  suc- 
ceeded— paying  $95  million  to  Ameri- 
can Brands  for  the  140-year-old  firm, 
which  was  by  this  time  losing  about 
$11  million  a  year  on  sales  of  $413 
million. 

Wathen  quickly  combined  Pinker- 
ton's with  California  Plant .  Protec- 
tion. He  closed  Pinkerton's  old  head- 
quarters in  New  York  City  and  moved 
everything — including  boxes  of  Pin- 
kerton's memorabilia  now  on  display 
in  glass-and-wood  cases — to  Van 
Nuys,  Calif. 

Last  year  sales  of  the  combined 
firms  dropped  to  $605  million  from 
$650  million  the  year  before,  as 
Wathen  eliminated  unprofitable  con- 
tracts. But  earnings  jumped  to  $6.3 
million  from  a  loss  of  $592,000.  Pin- 
kerton's now  has  38,000  guards, 
15,000  clients  and  208  offices  in  40 
states,  Canada  and  the  U.K. 

"We  may  have  been  blind  to  the 
risks,"  says  Wathen,  "but  not  to  the 
opportunity."  A  particularly  nice  op- 
portunity was  seized  in  April,  when 
Wathen  sold  36%  of  the  company  to 
the  public  at  $14  a  share,  to  help  ease 
the  debt  of  $136  million  he  took  on  to 
make  the  acquisition  two  years  ago. 
The  stock  traded  recently  at  about 
$20  a  share,  17  times  last  year's  earn- 
ings. Wathen's  60%  stake  is  worth 
around  $66  million. 

Wathen  prides  himself  on  being  a. 
cost-cutter.  "I'm  as  tight  as  the  pro- 
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verbial  shoe,"  he  says.  He  eUminated 
dupUcate  personnel  and  overhead, 
and  combined  the  cHcnt  bases  of  the 
two  operations  by  closing  61  offices. 
Wathen  even  used  old  company  let- 
terheads, forms  and  checks  until  they 
were  gone,  and  terminated  the  firm's 
100-year-old  contract  with  the  New 
York  Racing  Association.  This  con- 
tract had  saddled  Pinkerton's  with 
full  liability — if  someone  fell  in  a  race 
track  parking  lot  it  was  Pinkerton's 
fault.  Through  the  years  24  lawsuits 
had  been  filed  against  the  firm.  "I 
don't  like  guns,  dogs  or  liability,"  ex- 
plains Wathen,  noting  that  only  1  %  of 
his  38,000  guards  carry  guns. 

What  Wathen's  men  do  a  lot  of, 
particularly  on  industrial  assign- 
ments, is  provide  basic  physical  plant 
protection.  Hewlett-Packard,  for  ex- 
ample, is  a  major  client  in  California. 
The  company  has  500  Pinkerton's 
guards  at  its  Palo  Alto  headquarters. 

That  kind  of  work  is  Pinkerton's 
bread-and-butter,  accounting  for  98% 
of  the  firm's  revenues.  Wathen  claims 
it's  not  unusual  to  find  company-paid 
guards  in  the  aerospace  industry 
"making  $50,000  to  check  lunch- 
boxes."  Wathen  says  that,  as  an  out- 
side contractor,  he  can  provide  the 
same  service  for  about  half  the  price. 

Wathen's  security  guards  undergo 


psychological  testing,  background 
checks  and  a  site-specific  training 
program.  Also,  prospective  employ- 
ees must  adhere  to  whatever  state 
regulations  are  required.  In  Califor- 
nia, for  example,  these  include  fin- 
gerprinting and  a  two-hour  course  on 
the  power  of  arrest  (one  must  score 
100%  on  an  exam). 

For  the  future,  Wathen  plans  to  ex- 
pand the  higher-margin  investigative 
areas  such  as  background  and  insur- 
ance claims.  Also,  his  people  go  un- 
dercover to  discover  drug  abuse,  in- 
side theft,  embezzlement  and  disclo- 
sure of  trade  secrets  to  competitors. 
He  also  plans  to  license  the  Pinker- 
ton's name  for  use  on  security  equip- 
ment such  as  car  and  smoke  alarms. 

Robert  McCrie,  a  professor  of  law 
and  police  science  at  City  University 
of  New  York,  says  that  with  Pinker- 
ton's, Wathen  "bought  himself  a 
framework  for  national  expansion." 
Projections  suggest  that  the  security 
industry  will  grow  at  7%  to  10%  a 
year  for  the  next  several  years  as 
crime  continues  to  increase.  Pinker- 
ton's is  not  immune  to  economic 
slowdowns,  but,  says  Wathen,  "even 
in  a  recession  our  business  does  well. 
There  will  always  be  a  need  for  securi- 
ty in  good  times  as  well  as  bad." 

Like  it  or  not,  Pinkerton's  140-year 
history  suggests  he's  right.    ■ 


Whafs  former  movie  mogul  Dennis  Stan- 
fill  doing  running  a  postproduction  Com- 
pany thafs  awash  in  debt  and  whose  other 
officers  have  just  bailed  out?  Stay  tuned. 

Dennis  comes 
to  Burbank 


\ 


By  Kathiyn  Harris 


BURBANK,  Calif,  is  about  the 
last  place  anyone  would  look 
for  Dennis  Stanfill,  the  one- 
time Wall  Street  banker  who  ran 
Twentieth  Century  Fox  Film  Corp. 
for  a  decade.  The  very  proper  Stanfill 
is  more  often  found  on  the  society 
pages  or  among  the  Los  Angeles  busi- 


nessmen dining  at  the  downtown  Cal- 
ifornia Club. 

Yet  here  he  is  at  63,  newly  installed 
as  chairman  and  chief  executive  of 
A.M.E.  Inc.,  a  video  postproduction 
company  that  went  private  in  a  highly 
leveraged  deal  just  12  months  ago — 
and  has  since  lost  its  entire  executive 
buyout  team.  Old  pals  are  mystified' 
why  Stanfill  took  the  job  in  August.  It. 


48 


FORBES,  SEPTEMBER  17,  1990 


Here  it  is  in  a  magazine. 


NEC  introduces  the  12-pound 
ProSpeed"  SX/20  laptop  computer. 


Is  it  really  possible  to  have  all 
your  needs  met  by  just  one  12- 
pound    laptop? 

Good   question. 

For   which    we    at   NEC 
have  a  great  answer. 

The   ProSpeed    SX/20. 

A    small,    lightweight 
386SX  laptop  that  utilizes  a 
anique  modular  design  to  meet  all 
/our  computing  needs.  Whether  you 
'equire  a  high-performance  portable 
or  a  fully  configured  desktop  system. 

Technically    speaking,    the 
^roSpeed  SX/20  comes  equipped 
vith  up  to  5MB  of  RAM  and  a 
tOMB  hard  disk  drive,  and  runs 

t  a  blinding  20MHz  pace, 
'here's  also  3  hours  of  battery 

ife.  Now  all  -^ -   ,>%:^''-0'''>- 

'jjj    his  looks  good  on  paper 

fut  how  does  it  look  on  a  computer? 


i=talle 

iuctia 
ihii 

vstifl' 


^~"^H  Well,  thanks  to  a  CRT  quality  LCD 
^^H  screen  with  VGA  resolution,  the 
^^H       answer  is  crisp  and  clear. 

^^  Which  brings  us  to  the  sensitive 

topics  of  expandability  and  con- 
nectivity. In  other  words,  all  that 
you  gain  in  a  desktop  but  usually  lose 
j^m     in  a  laptop. 

m        The  exception,  of  course,  being  the 

1 

j^B    ProSpeed  SX/20.  Its  unique  Docking 

^^^  Station'"  allows  you  to  easily  make 

the  transition  between  outside-the- 

office  portable  and  inside-the- 

office  computer,  while  providing 

jj^^^l      the  connectivity  and  expansion 

capabilities  you'd  only  expect 

from  a  desktop. 

So,  now  that  you've  read  about  it 

in  a  magazine,  when  can  you  see  the 

one  12-pound  laptop  that  can  meet 

all  your  needs?  The  day  you  go  to 

your  NEC  dealer  and  try  one. 

For  product  literature  or  location  of  your  near- 


est dealer  call  1-800-826-2255. 


Z8C 

■OfTipuIers  and  Communications 


''loSpeed  and  Doching  Slalio 


I  NEC  Home  Eiectfomcs.  Lid        ®  1990  NEC  TecHnoiogie' 


NEC 
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^^^^2^ 

The  new  Beech  Starship.  The  future  of  f lyi 

People  stop  and  stare,  because       you'll  find  in  jet  aircraft  costing 

Starship  is  totally  unlike  any  other         almost  twice  as  much.  It  also  has 

plane  now  flying.                                  the  most  advanced  avionics  pack- 

It  was  designed  and  built  by            age  aboard  any  general  aviation 

Beech  Aircraft,  a  Raytheon                  plane  today 

company.                                                   Starship  is  designed  to  carry 

Its  revolutionary  design  gives  it        up  to  eight  passengers  in  ultimate 

superior  stability  and  handling.            comfort  at  high  speed. 

It  is  constructed  of  composite               The  Beech  Starship.  It's  the 

material  far  stronger  and  lighter            ftiture  of  flying. 

than  aluminum.                                         Raytheon  Company  141  Spring 

It  has  more  cabin  room  than           Street,  Lexington,  MA  02173. 

- 

For  additional  information  on  Starship.  contact  Beech  Aircraft  at  1-800-835-7767  Ext.  565  (in  the  U.S.  and  Ca 


Hvls  now  arrived. 


RaytlHHMi 


Where  quality  starts  with  fundamentals 


How  First  Chicago  stays  steady 
when  interest  rates  don't. 


^m 


In  theory,  the  banking  busi- 
ness is  pretty  straightforward.  Buy 
money  at  one  price  and  sell  it  at 
another  (hopefully  higher)  price. 
But  in  reality  buying  and  selling 
billions  of  dollars  amid.st  interest 
rate  gyrations  can  make  it  hard 
to  stay  on  track. 

First  Chicago,  the  Midwest's 
premier  financial  institution, 
reduces  its  exposure  by  hedging 
with  interest  rate  futures  and 
options  at  the  Chicago  Mercantile 
Exchange.  Its  one  of  the  best 
ways  they've  found  to  smooth  out 
the  inevitable  swings  of  the  interest 
rate  market  and  keep  projections 
on  line. 

And  First  Chicago  will  also 
have  around-the-clock  access 
to  the  world's  largest  financial 
futures  and  options  markets 
on  the  new  after-  hours 
electronic  trading  ^^ 

system,  GLOBEX;  ^ 


If  you  re  ■-.. 

looking  for  ^^^^^=^ 

ways  to  balance 
off  interest  rate  risk  J 

but  still  aren't  sure  ' 

about  futures  and  options, 
here's  First  Chicago's  point  of 
view-"lf  you  know  you  have  an 
exposure  and  don't  do  anything 
about  it,  you  are  a  speculator." 
Think  about  it.  Then  think 
about  the  Chicago  Mercantile 
Exchange.  We  help  smart 
businesses  manage  risk. 

^rl^V.  CHICAGO 
:ssss:  MERCANTILE 
^W^  EXCHANGE 

The  Exchaniic  cit  Ideas 


1-800-331  3332  (Chicago,  toll  free), 


A.M.E.  Chairman  Dermis  Sko/Ji// 

The  former  Fox  chairman  has  turned  to  less  glamorous  work  in  Burbank. 


looks  like  uphill  work  in  an  unglam- 
orous  business  in  a  decidedly  un- 
glamorous  locale. 

Burbank,  after  all,  is  the  butt  of 
Johnny  Carson's  jokes:  It's  the  less- 
than-pretty  backside  of  Hollywood, 
where  numerous  shops  service  the  big 
studios.  Postproduction  companies 
are  factory-like  outfits  that  turn  raw 
video  footage  into  edited  final  form 
for  networks,  syndicators  and  studios. 
Rather  than  negotiating  deals  over 
breakfast  at  the  Beverly  Hills  Hotel 
Polo  Lounge,  a  postproduction  execu- 
tive has  to  field  calls  from  clients 
carping  about  why  something  was 
completed  90  minutes  late.  It's  a  far 
cry  from  the  Fox  movie  lot  in  trendy 
west  Los  Angeles,  where  Stanfill 
could  name  Princess  Grace  of  Monaco 
to  his  board  or  host  glittering  parties 
on  a  soundstage. 

But  who  cares?  While  at  Fox,  Stan- 
fill  never  seemed  totally  at  ease  with 
the  Hollywood  scene  anyway — rather 
than  move  to  Beverly  Hills,  he  kept 
his  home  in  the  old-money  town  of 
San  Marino.  His  chances  of  being  cho- 
sen for  another  top  studio  job  are  slim, 
given  his  age.  Stanfill  spent  most  of 
the  1980s  as  a  venture  capitalist,  but 
venture  capital  money  is  scarcer  these 
days.  And  with  a  big  stake  in  a.m.e.. 


there  could  be  a  lucrative  payout 
ahead  if  Stanfill  can  get  a  handle  on 
the  company's  debt.  Andrew  Mcln- 
tyre,  the  45-year-old  entrepreneur 
who  founded  the  company  in  1980, 
made  more  than  $28  million  by  sell- 
ing his  A.M.E.  shares  in  the  initial  pub- 
lic offering  and  subsequent  buyout. 
Stanfill  probably  hopes  he  can  do  at 
least  as  well  should  the  day  come  that 
he  and  a.m.e. 's  backers  can  take  the 
company  public  again.  The  video 
postproduction  business  is  highly 
competitive  but  growing,  and  a.m.e. 
still  claims  that  it's  the  industry  lead- 
er in  revenues. 

Financial  results  for  a.m.e.  aren't 
published  anymore,  but  the  group 
that  took  the  company  private  last 
year  projected  revenues  of  $70  million 
for  the  year  ending  Sept.  30,  1990. 
Those  people  have  all  since  left,  and 
Stanfill  won't  say  whether  that  rosy 
forecast  will  be  met,  other  than  to  say 
sales  are  ahead  of  last  year's  "in  our 
key  businesses."  Nor  v«ll  he  say  wheth- 
er the  company  has  missed  any  interest 
payments  or  shpped  out  of  comphance 
.  with  its  lending  agreement. 

The  buyout  cost  $108.5  million, 
with  perhaps  as  little  as  $10  million 
in  equity.  The  company  appears  to 
owe  more  than  $10  million  annually 
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in  interest.  It  was  one  of  the  last  such 
highly  leveraged  deals  completed  be- 
fore the  collapse  of  the  junk  bond 
market  last  winter.  Westinghouse 
Credit  apparently  bought  $38.5  mil- 
lion in  subordinated  debt,  while  the 
First  National  Bank  of  Boston  lent 
nearly  $60  million.  Boston  took  some 
equity  in  the  deal,  while  Citicorp 
Capital  Investors  Ltd.  put  in  about  $5 
million. 

Stanfill,  an  a.m.e.  director  since  last 
September,  must  have  seemed  the 
perfect  candidate  to  tackle  the  com- 
pany's debt.  A  former  Rhodes  scholar 
and  investment  banker,  he  spent  four 
years  as  chief  financial  officer  of 
Times  Mirror  Co.  before  being  re- 
cruited for  the  same  job  at  Fox  in 
1969.  Within  two  years  Stanfill  was 
chairman  and  chief  executive.  During 
his  tenure  the  studio's  huge  debt  was 
virtually  eliminated,  and  the  studio 
struck  gold  with  Star  Wars,  enabling 
Fox  to  diversify. 

But  executive  suite  bickering  hurt 
his  attempt  in  1980  to  take  Fox  pri- 
vate in  a  leveraged  buyout.  And  in 
1981  the  studio  was  acquired  by  Mar- 
vin Davis  and  Marc  Rich  for  over  $700 
million.  Within  weeks,  Stanfill  quit 
in  a  huff  over  Davis'  reinstatement  of 
an  executive  fired  by  Stanfill  for  al- 
leged expense-account  cheating. 

After  leaving  Fox — with  over  $7.5 
million  in  cash  from  the  studio  sale — 
Stanfill  threw  himself  into  the  task  of 
overhauling  Los  Angeles'  troubled 
public  television  station,  kcet,  which 
was  mired  in  debt.  He  cajoled  founda- 
tions for  bigger  donations  and  per- 
suaded Security  Pacific  to  go  along 
with  the  restructuring  until  a  loan 
could  be  repaid. 

In  1984  Stanfill  was  a  leading  candi- 
date to  be  chairman  at  Walt  Disney 
Co.,  a  job  that  ultimately  went  to 
Michael  Eisner.  So  Stanfill  focused  on 
running  his  $25  million  Los  Angeles 
venture  capital  fund  that  specialized 
in  broadcasting,  electronics  and  mov- 
ie investments.  The  performance  was 
mixed,  and  when  venture  capital 
seemed  too  scarce  to  start  a  second 
fund  this  summer,  Stanfill  agreed  to 
run  a  business  again.  He  was  already 
on  the  A.M.E.  board,  brought  in  by  an 
old  friend,  Lawrence  Berkowitz,  the 
former  chairman  and  chief  executive 
who  crafted  the  buyout  after  working 
for  A.M.E.  as  a  consultant.  While  Stan- 
fill declines  to  spell  out  the  terms  of 
his  deal,  he  does  say  that  his  personal 
investment  in  a.m.e.  has  gone  from 
small  to  "significant." 

Stanfill  has  worked  his  magic  be- 
fore to  make  debt  disappear.  If  he  can 
do  it  again,  he  may  yet  make  a  potful 
of  money.    ■ 
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ANNA      CARTER 

Newberry.      S  />  n  (  h      ('.  a  t  o  I  i  n  a 


N  E  WB  ERRY,  SOUTH 
CAROLINA,  is  a  long  way 
from  Nagoya,  Japan.  But 
last  summer  as  a  guest 
of   the    Watanabe  family, 

Anna  Carter  found  the  two  places  were 
a  lot  closer  than  she  imagined.  "I 
had  an  incredible  time,"  she  says. 

Her  Japanese  hosts  spoke  English 
and  were  as  kind  as  could  be.  They 
sometimes  even  prepared  American 
style  meals  just  so  she  wouldn't 
get  homesick. 


But  after  all,  the  main  idea  behind 
the  "Summer  in  Japan"  program  is  to 
give  young  people  a  chance  to 
experience  other  cultures. 

To  live  the  way  other  people  live, 
strange  customs  and  all. 

Japanese  meals  can  be  an  adventure 
for  anybody.  How  did  they  go  down 
with  Anna?  Tempura  was  nice.  And 
teriyaki's  tasty.  But  as  for  raw  fish, 
especially  sea  urchins  and  octopus, 
well,  the  less  said  the  better. 
"Sometimes  I'd  have  given  anything  for 
a  slice  of  pizza,"  she  laughs. 

There  were  so  many  fascinating 
things  about  the  people  and  the  places 
she  visited,  though,  that  she  is  eager 
to  go  back. 

"For  someone  who'd  never  been 
outside  the  U.S.,  it  has  really  opened 
my  eyes.  I  made  lots  of  friends,  and  I'd 
love  to  see  them  again." 

To  yota  wholeheartedly  supports 
the  "Summer  in  Japan"  scholar- 
ship program. 

Administered  by  the  Youth  For 
Understanding  International  Exchange, 
its  aim  is  to  help  American  kids  better 
understand  Japanese  culture.  A 
companion  program  brings  Japanese 
kids  here.  And  in  so  doing,  helps 
foster  close  friendship  between  the 
two  countries. 

Since  1975,  more  than  200  To  yota 
Scholarship  students  have  taken  the 
trip  across  the  Pacific. 

The  way  we  see  it,  nothing  broadens 
the  mind  more  than  getting  a  little  taste 
of  the  way  other  people  do  things. 


TOYOTA 


INVESTING     IN    THE     INDIVIDUAL 


On  the  Docket 


Why  a  recent  appellate  decision  will  make 
it  harder  for  the  SEC  to  reurite  its  antiquat- 
ed proxy  regulations. 

States'  rights 

vs.  shareholders' 

rights 


By  James  Lyons 


How  MUCH  SAY  should  Stock- 
holders have  in  running  corpo- 
rations? And  who  gets  to 
make  the  rules? 

The  Securities  &.  Exchange  Com- 
mission is  finally  grappling  with  these 
issues  as  it  begins  reexamining  its 
proxy  regulations.  Some  shareholder- 
voting  practices  are  holdovers  from  the 
late  1800s.  The  reason,  for  example, 
that  you  must  be  a  shareholder  at  least 
30  days  prior  to  an  annual  meeting  to 
vote  is  a  vestige  of  the  time  when  it 
took  a  month  to  contact  shareholders 
and  collect  their  proxies. 

But  a  recent  decision  by  the  U.S. 
Court  of  Appeals  for  the  District  of 
Columbia  Circuit  suggests  that  the 
SEc's  authority  to  promulgate  new 
proxy  guidelines  may  be  more  re- 
stricted than  the  sec  thinks  it  is. 

Though  Congress  granted  the  sec 
power  to  set  the  mechanics  of  proxy 
voting,  states  and  the  stock  exchanges 
get  to  set  the  substance  of  shareholder 
votes — such  as  when  directors  must 
be  elected.  Moreover,  states  have  the 
authority  to  set  the  rules  for  the  annu- 
al meeting,  where  the  outcome  of 
shareholder  votes  is  determined. 


The  conflict  between  the  sec  and 
the  states  began  coming  to  a  head  in 
June.  The  case  stemmed  from  the 
sec's  attempt  to  regulate  the  circum- 
stances under  which  dual  classes  of 
stock  with  different  voting  rights 
could  be  listed.  In  essence,  the  sec 
said  that  a  corporation  could  not  use 
the  voting  process  to  disenfranchise  a 
class  of  shareholders.  Instead,  shares 
with  lesser  voting  rights  would  be 
sold  in  new  market  transactions. 

This  one-share,  one-vote  rule  was 
intended  as  a  market  solution  to  a 
thorny  problem — management  insu- 
lating itself  from  possible  takeovers. 
But  the  federal  court  didn't  buy  it. 

"The  SEc's  assertion  of  authority 
directly  invades  the  firmly  estab- 
lished state  jurisdiction  over  corpo- 
rate governance  and  shareholder  vot- 
ing rights,"  the  court  wrote  in  a  unan- 
imous decision. 

The  ruling  is  an  unmistakable 
warning  shot  to  the  sec  that  it  not 
intrude  on  corporate  governance  mat- 
ters when  it  rewrites  the  proxy  rules. 
"There  is  a  very  serious  question 
about  where  the  line  can  be  drawn  as 
to  how  much  the  sec  can  regulate  in 
the  corporate  governance  area,"  says 
Robert   Rosenbaum,   the   partner  at 


Washington,  D.C.'s  Arnold  &  Porte 
who  pressed  a  challenge  by  the  Busi 
ness  Roundtable  against  the  sec' 
one-share,  one-vote  rule. 

Will  the  states  protect  investor 
better  than  the  sec?  The  record  is  no 
reassuring.  Massachusetts  and  Pcnn 
sylvania,  for  example,  have  enactei 
silly  antitakeover  laws.  These  actual 
ly  wind  up  hurting  investors,  because 
the  market  tends  to  discount  the  pes 
sibility  that  a  high  premium  will  bi 
paid  in  a  takeover. 

The  SEc's  authority  on  proxy  mat 
ters  may  be  ambiguous,  but  the  inter 
ests  tugging  at  the  Commission  an 
not.  The  sec's  reexamination  of  the 
proxy  rules  was  touched  off  last  No; 
vember  when  the  California  Public 
Employees'  Retirement  System,  tht 
nation's  largest  public  pension  fund- 
asked  the  sec  for  a  "broad  re-evalua 
tion"  of  the  proxy  system.  Since  then' 
the  United  Shareholders  Associatior 
(usa),  founded  by  T.  Boone  Pickens  Jr. 
and  Fidelity  Investments  have  sub 
mitted  their  own  comments,  as  have 
other  organizations. 

Among  other  things,  the  Pickens 
group  wants  the  sec  to  require  share 
holder  approval  for  greenmail,  golden 
parachutes  and  poison  pills.  But  aren't 
these  the  substance  of  corporate  gov- 
ernance— and  therefore  better  left  tc 
the  states?  That's  what  the  American 
Society  of  Corporate  Secretaries 
thinks.  In  its  reply  to  the  usa  petition, 
ASCA  says  these  proposals  do  not  in- 
volve "proper  procedural  considera- 
tions" and  amount  to  a  "fundamental 
realignment  of  ...  state-chartered 
corporations." 

So  what  if  they  do?  The  fact  is  rules 
on  proxies — be  they  state  or  federal— 
don't  reflect  the  current  nature  of 
stock  ownership.  Individuals  mostly 
own  stock  through  mutual  funds  or 
pension  plans,  which  are  typically 
managed  by  large  institutions.  These 
institutions  are  seeking  a  greater  say 
in  how  corporations  are  run,  and  they 
should  have  it.  Under  today's  system, 
institutions  face  restrictions  when 
trying  to  communicate  with  other 
shareholders.  They  also  face  barriers 
to  getting  management  to  change  its 
policies.  Left  with  no  alternative  oth- 
er than  to  sell  their  shares,  institu- 
tions are  then  criticized  for  having 
short-term  investment  strategies. 

In  redrafting  the  rules,  the  sec  will 
have  to  be  careful  not  to  overreach. 
Given  the  fact  that  it  has  an  ambi- 
tious chairman  in  Richard  Breeden,  it 
is  possible  that  the  sec  will  have  its' 
wings  clipped  again  by  the  courts.  But 
this  is  not  a  reason  for  the  Commis- 
sion to  stop  pushing  for  reform  of  the 
outdated  proxy  rules.  ■ 
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Taxing  Matters 


Edited  by  Laura  Saunders 


Your  home  or  your  ski  condo  has  col- 
lapsed in  value.  You  walk  away  from  the 
mortgage.  Bad  news:  The  hank  comes  after 
you.  Worse:  The  IRS  nails  you,  too. 

Hard  luck 
for  homeowners 
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Fl  ROM  Boston  to  Vail,  from 
Houston  to  Colorado  Springs, 
thousands  of  homeowners  are 
shocked  to  discover  that  real  estate 
can  decline  in  value.  Many  are  about 
to  get  another  shock.  "You  cannot 
deduct  a  loss  on  the  sale  of  a  home," 
declares  irs  publica- 
tion 523. 

Fair?  No.  But  for 
once  the  tax  law  is 
brief  and  crystal  clear: 
If  you  lose  money  on  a 
home,  whether  princi- 
pal residence  or  vaca- 
tion home,  you  don't 
get  a  deduction.  You 
can't  even  offset  the 
loss  against  the  taxable 
gain  on  another  home. 
It's  one  of  the  little- 
known  asymmetries  in 
the  tax  code. 

For  decades  nobody 
much  cared  that  this 
was  so.  Decades  of  ris- 
ing or  at  least  stable 
home  prices  in  the  U.S. 
have  obscured  the  ugly 
fact.  "My  clients  have 
no  inkling  of  this.  They 
just  asssume  that  if 
they  have  a  loss,  they'll  be  able  to  use 
it  somehow,"  says  Marc  Boyce,  a  cpa 
with  Grant  Thornton  in  Colorado 
Springs. 

Here's  some  more  bad  news  for  re- 
cent home  buyers.  Let's  say  the 
home's  value  has  fallen  so  sharply 
that  your  equity  is  wiped  out,  with 
the  mortgage  balance  higher  than  the 
value  of  the  home.  You  walk  away 
from  the  mortgage.  Forget  that — the 
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bank  that  wrote  the  mortgage  can 
come  after  you,  garnishing  your  pay- 
check or  snatching  other  assets.  And 
if  the  bank  fails  to  come  after  you, 
then  the  Internal  Revenue  Service 
can.  You  owe  taxes  on  income  from  a 
"forgiveness  of  debt,"  even  though,  in 


fact,  you  are  losing  your  shirt. 

In  some  circumstances  a  disastrous 
home  investment  could  leave  you  ow- 
ing money  to  both  the  bank  and  the 
IRS.  They  could  both  garnish  your  pay. 

The  situation  is  not  yet  critical,  but 
it  is  getting  that  way.  According  to 
the  National  Association  of  Realtors, 
26  out  of  96  housing  markets  reported 
a  drop  in  the  median  price  of  houses 
sold  between  the  second  quarters  of 


1989  and  1990,  more  than  double  the 
figure  reporting  drops  between  1987 
and  1989. 

Say  a  young  investment  banker 
bought  a  Manhattan  apartment  for 
$300,000  with  10%  down  a  few  years 
ago.  He  paid  down  the  mortgage  to 
$260,000,  but  the  apartment's  value 
has  fallen  to  $225,000.  If  he  sells  for 
$225,000,  he  has  a  nondeductible  loss 
of  $75,000. 

If  he  simply  walks?  Then  the  bank 
will  foreclose  and  sell  the  property  at 
auction,  quite  possibly  without  mul- 
tiple bidders.  If  the  market  is  slow,  it 
may  appraise  the  property,  often  con- 
servatively. Either  way,  the  property 
may  wind  up  with  a  fire-sale  value  of 
$190,000. 

At  this  point  the  mortgage  allows 
the  bank  to  go  after  the  former  owner 
for  the  $70,000  difference,  plus  some 
(nondeductible)  interest  accruing  dur- 
ing the  proceedings.  In  the  past,  many 
banks  haven't  chased  after  departing 
homeowners,  but  Laventhol  &  Hor- 
wath  tax  expert  Stuart  Becker  expects 
attitudes  to  harden  as  more  high-end 
properties  with  well-heeled  owners 
default. 

Something  like  this  actually  hap- 
pened to  a  client  of  Grant  Thornton's 
Marc  Boyce.  A  retired  Army  officer 
ciu^H  suknun  bought  Si  homc  for 
$60,000  in  Colorado 
Springs  with  a  mort- 
gage insured  by  the 
Veterans  Administra- 
tion. Soon  after,  the 
house  dropped  in  val- 
ue, and  the  client 
mailed  the  keys  back 
to  the  VA.  The  va  sold 
the  house  for  about 
$30,000,  and  has  now 
garnisheed  the  officer's 
retirement  pay  to  re- 
coup the  difference. 

In  addition,  the  irs 
requires  banks  to  file  a 
1099  form  notifying  it 
of  foreclosures.  That's 
because  the  moneylos- 
ing  owner  may  owe  tax 
on  "forgiveness  of 
debt."  Let's  say  the 
mortgage     balance     is 

$260,000  but  the  bank 

can  net  only  $190,000  in  a  sale  of  the 
property,  and  it  does  not  pursue  the 
homeowner  for  the  $70,000  shortfall. 
Then  $70,000  of  debt  has  been  "for- 
given," and  that  sum  constitutes  tax- 
able income  to  the  hapless  former 
homeowner.  That  amount  is  sup- 
posed to  find  its  way  onto  his  1040  tax 
return.  If  he  forgets  to  include  it,  he  is 
liable  for  back  taxes,  interest  and 
maybe  penalties  for  understating  his 
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The  World  Championship-winning 
Mercedes-Benz  team  now  uses  only  one 
make  of  tires:  Goodyear  Eagles. 


Mercedes-Benz  is  kno^i 
throughout  the  world  for 
quality,  technical  innovaif 
and  engineering  brilliant 
Nowhere  are  all  of  thoi 
qualities  more  apparent  t 
in  the  highly  exotic  and  \jl 
sophisticated  Champior 
winning  Mercedes-Benz  race  cars. 

These  are  the  cars  that,  in  1989,  won  seven*) 
the  eight  endurance  races  that  constitute  the '. 


A  Goodyear  Eagle 

"contact  patch"  Where 

an  Eagle  demonstrates 

its  superiority. 


isW  -d  Sports-Prototype  Championship. 

aese  are  the  cars  that  set  new  records  at  the 
jnovfl  running  of  the  24  Hours  of  LeMans. 

spite  of  these  successes,  these  cars  have  now, 
]oftli|f'90,  changed  to  Goodyear  Eagle  racing  radials. 

md  are  pursuing  the  1990  World  Championship 

oodyear  Eagle  racing  radials.  Exclusively, 
meet  the  demands  of  Mercedes-Benz  newest 

fastest  racing  cars  takes  very  special  tires. 
iseveBf-iilt  to  perform  at  the  outer  edges  of  tire  tech- 
iietti«l[gY,  these  tires  are  designed  with  a  knowledge. 


experience  and  skill  that  no  other  tire  company 
possesses. 

That  knowledge,  together  with  our  selection 
for  world-beating  cars  like  the  Mercedes-Benz 
Cll,  are  just  two  of  the  reasons  why  we  say: 

The  best  tires  in  the  world  have  Goodyear 
written  all  over  them. 


GOODfVEAR 

The  best  tires  in  the  world 
have  Goodyear  written  all  over  them. 


Nany  are  Called 
Few  are  Chosen. 


Management  Recruiters. 

no  excuses,  no  alibis. 

Just  maximum  recruiting 

performance. 
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MANAGEMENT 
RECRUITERS 

The  search  and  recrurting  specialisiii 
Over  400  offices  nationwide 
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FORBES  Announces 
TWO  NEW  SPECIAL  SECTIONS 

In  this  issue  on  page  81 

FINANCING  MIDDLE  AMERICA'S  EDUCATION: 
Corporate  America  Steps  In 

A  corporate  report  focusing  on  business  solutions  for 
today's  educational  challenges... and  how  they  may 
affect  tomorrow's  workforce. 

In  this  issue  on  page  1 60 

FRANCHISING: 

Options  and  Opportunities  of  Owning  a  Business 

An  insider's  guide  to  buying  and  building  your  own 
franchised  business. 

Contact  your  FORBES  representative  for  more 
information  on  upcoming  Special  Sections. 
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income. 

Even  if  the  bank  doesn't  file  the 
1099  form  disclosing  the  foreclosure, 
or  screv^s  it  up — as  sometimes  hap- 
pens— taxpayers  aren't  home  free. 
Grant  Thornton  cpa  Jerrold  Paine  re- 
members IRS  agents  who,  finding  the 
1099  forms  incomplete,  simply  got 
their  cases  from  court  records  of  fore- 
closures in  Houston. 

Conceivably,  both  the  irs  and  the 
bank  could  come  after  you  on  a  mon- 
eylosing  house.  Let's  say  you  bought 
your  first  house  for  $100,000,  sold  it 
for  $300,000,  and  rolled  your  profits 
into  a  new  $300,000  house,  on  which 
you  got  a  big  mortgage.  The  value  of 
the  house  falls  and  you  depart,  leaving 
behind  a  mortgage  balance  of 
$260,000.  The  bank  sues  you  for  its 
$70,000  loss  when  it  auctions  the 
property  for  $190,000.  As  far  as  the  irs 
is  concerned,  you  made  a  $90,000 
profit,  fully  taxable,  when  the  auction 
took  place.  Why?  That's  the  differ- 
ence between  the  $190,000  sale  pro- 

A  retired  Army  officer 
bought  a  home  for  $60,000 
in  Colorado  Springs  with  a 
VA-insured  mortgage.  The 
house  dropped  in  value, 
and  the  client  mailed  the 
keys  back  to  the  VA.  The  VA 
sold  the  house  for  about 
$30,000,  and  htis  now 
gamisheed  the  ojficer's 
retirement  pay  to  recoup 
the  difference. 

ceeds  and  your  "tax  basis"  of 
$100,000,  which  goes  back  to  the  first 
home  investment. 

What  if  you  rent  the  property  after 
moving  out,  and  sell  it  later?  The  de- 
cline in  value  during  the  time  the 
house  is  rented  can  give  rise  to  a  de- 
ductible capital  loss.  Say  your 
$300,000  home  is  worth  only 
$180,000  when  you  first  rent  it,  and 
you  subsequently  sell  it  for  $165,000. 
You  eat  the  first  $120,000,  but  the 
remaining  $15,000  is  a  deductible 
capital  loss.  Capital  losses  can  absorb 
any  amount  of  capital  gain  plus  up  to 
$3,000  a  year  of  salaries  and  other 
income.  Thus,  it  could  take  five  years 
to  use  up  a  $15,000  loss. 

Of  course,  who's  to  say  that  the 
house's    value    was    only    $180,000 
when  you  moved  out  and  the  renter  ' 
moved  in?  Taxpayers  will  fudge,  but 
auditors  will  audit. 

Minor  relief  for  homeowners:  If  you 
throw  in  the  towel  and  file  for  bank- 
ruptcy, then  debt  forgiven  in  that  pro- 
ceeding does  not  give  rise  to  taxable 
income. — L.S. 
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How  to 
reiltalizea 


city. 


Your  Full  Service  Bank*  knows  that 
the  heart  of  any  city  is  the  neighbor- 
hcxxl  And  that  improving  the  neighbor- 
hoods helps  build  the  quality  of  life 
throughout  the  city. 

A  good  example  of  this  philosophy 
in  action  is  in  Detroit,  Michigan,  where 
NBD  Bank  has  been  hard  at  work  with 
programs  to  encourage  neighborhood 
home  ownership,  and  home  improve- 
ment They've  funded  200  workshops 
on  home  rep;ur,  and  even  initiated  the 
Thol  Lerulin^  Library,  that  allows  resi- 
dents to  borrow  tools  for  home  fix-up 
through  three  branches  of  the  Detroit 
Public  Library. 

In  1989  NBD  became  the  first  bank 
in  Michigiin  to  establish  a  ('ommunity 
Development  (Corporation  that  works 
with  community  groups  and  private 
developers  to  rchabilitiite,  sell  ;md  lease 
residential  red  estate. 

NBD  is  also  committed  to  youth 
and  education,  with  programs  that 
help  young  people  stay  in  school,  gain 
self-esteem  and  learn  job  skills.  ( )nc 
such  program  is  known  locally  as 
"12Tl)^ther". . .which  brings  groups  of 
six'potenti.'il  school  dropouts  together 
widi  six  peers  who  are  dctennined  to 
finish  their  education. 

The  religious  leadership  of  Detroit  is 
a  powerful  ;uid  stabilizing  force  in  the 
neighb()rh(MxLs,  and  NBD  works  closely 
with  them,  through  their  Community 
Mfiirs  Forum.  In  1987  NBD  organized 
the  Fiimily  Development  Fund  which 

is  guided  by  an  interdenominational 

group  of  clergy  iind  provides  grants  to 
amgregations  in  low  inaime  areas  for 

food,  shelter,  education,  and  training 
for  the  underprivileged. 

Activities  like  this  are  taking  place  in 
cities  and  towns  all  across  America.  If 
you'd  like  tt)  know  more  about  how  your 
bank  is  doing  "a  lot  more  than  just  bank- 
ing" for  your  own  community,  talk  to  a 
banker  at  your  Full  Service  Bank! 

American  Baiikers  AsscKiiitiim 
1  IJ( )  <  j  iimevriL-nt  Aivnuc  .V  W 
Wiislniuitintjx:  joo.y, 


'laii  SERVICE  iLr'r 
im  g^^j^  *...^ 


America's  Pull  Service  Banks.  We  believe  being  a  good  neighbor  is  good  business! 
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EFFECTON  OUR  COMPETITION. 
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ifTheres  nothing  quite  like  the  smooth,  responsive  performance  of  the  Legend,  with  its  race-bred  24- valve 
■  tngine  and  its  double  wishbone  suspension  system.  Or  the  confidence  and  control  of  Honda-designed  safety 
'I  res-an  Anti-Lock  Braking* system  and  a  standard  drivers  side  airbag  (SRS). 

pf  course,  the  choice  is  entirely  up  to  you.  You  can  drive  the  Acura  Legend  Sedan,  or  one  of  its  many  copies. 
!i  i  )efore  you  make  your  decision  may  we  suggest  you  forgo  an  expensive  imita-     J\  f^'  ■    1 1^  jy 
c  when  the  original  is  well  within  your  reach.  A^w^  WJ  l"TliA^ 

'  "all  1-800-TO-ACUR  A  for  more  information  or  the  dealer  nearest  you.  Pfvcisloii  crafted  jKTJdnnancc. 


A  designed-in-the-U.SA.,  huilt-in-the-U.S.A. 
car  now  carries  a  Japanese  numeplate. 
What's  going  on  here? 


Man  bites  dog 


By  Jerry  Flint 


Tl  HE  AUTO  BUSINESS  has  bccn 
working  like  this:  Detroit 
wants  a  good  small  car,  so  the 
Japanese  build  it  and  put  an  American 
nameplatc  on  it,  and  it's  sold  by  De- 
troit's dealers.  They  call  that  "badge 
engineering."  Chevrolet's  Geo  line  is 
made  by  Isuzu,  Toyota  and  Suzuki; 
Chrysler's  Dodge  Colt  comes  from 
Mitsubishi.  Some  are  built  in  joint- 
venture  plants  in  the  U.S.,  but  the 
plants  are  run  by  Japanese  managers, 
and  key  parts,  like  the  engines,  are 
usually  Japanese.  It's  as  common  as 
dog  bites  man. 

But  down  in  Louisville,  man  is  bit- 
ing dog.  Brawny  utility  vehicles  are 
rolling  off  a  Ford  line  there.  Most  are 
called  Explorers,  and  are  hot  vehicles 
in  a  mediocre  market.  Even  Consumer- 
Reports,  with  its  built-in  prejudices 
against  American  cars,  hailed  Ford's 
Explorer  in  its  latest  issue. 

Even  the  Japanese,  with  their  obses- 
sion with  quality  and  finish,  approve. 
So  much  so  that  some  Explorers  get  a 
few  minor  cosmetic  changes  and  turn 
into  Mazda  Navajos,  which  will  be 
sold  in  the  U.S.  starting  this  month  in 


showrooms  of  Japanese  Mazda. 

"This  is  a  milestone  in  history," 
says  Jim  Englehart,  Ford's  director  of 
light  truck  development,  who  worked 
on  the  deal. 

He  may  well  be  right.  In  a  few  years 
another  made-in-the-U.S.A.  vehicle 
will  carry  a  Japanese  badge.  This  time 
it  will  be  a  small  van  now  being  devel- 
oped by  Ford  and  Nissan.  Ford  will 
build  it  outside  Cleveland,  some  for 
Mercury  dealers,  some  for  Nissan. 

Japanese  carmakers  such  as  Honda 
export  some  cars  from  their  U.S. 
plants,  even  to  Japan.  This  is  different. 
The  Navajo  and  that  future  van  come 
from  Detroit's  own  factories,  and  they 
are  expected  to  be  good  enough  to  pass 
for  Japanese.  Who  says  U.S.  workers 
can't  compete  with  Japanese? 

The  Japanese  executives  were  high- 
ly demanding.  They  even  suggested 
changing  the  shape  of  the  knob  on  the 
rear  hatch  so  it  would  feel  better  to 
the  touch.  "They  had  a  fairly  large 
team  of  guys  doing  a  lot  of  detailed 
looking  at  the  vehicles,"  says  Jim  En- 
glehart. The  Japanese  were  particular- 
ly committed  to  tight  sheet  metal  fits. 
"Both  of  us  learned,"  says  Englehart. 
Differences  are  minor:  the  grille,  the 


bumper,  some  interior  trim.  Both  use 
the  made-in-Japan  Mazda  manual 
transmission  and  the  made-in-France 
Ford  automatic  transmission. 

This  could  be  the  start  of  something 
big.  The  U.S.  auto  industry  is  loaded 
with  overcapacity;  in  Europe  there's 
undercapacity.  Perhaps  U.S.  auto 
plants  might  produce  European  cars  I 
for  European  subsidiaries  of  gm  and) 
Ford.  That  might  prove  cheaper  than 
engaging  in  expensive  plant  expan- 
sions in  Europe.  Demand  is  burgeon- 
ing there  for  specialty  vehicles— the 
four-wheel-drives  and  vans.  U.S.  costs 
compare  favorably;  the  Japanese  seem 
to  be  saying  that  quality- is  up  there,  too. 

Now,  however,  Europeans  have 
lower-cost  options  for  increasing  pro- 
duction, like  three-shifting. 

Slapping  their  nameplates  on  U.S.- 
made  vehicles  would  also  enable  Eu- 
ropean and  Japanese  producers  to 
broaden  their  product  lines  at  rela- 
tively small  cost.  "It's  very  difficult 
for  any  full-line  manufacturer  to  com- 
pete in  every  segment  on  a  go-along 
basis,"  says  Englehart.  "You  can't  be  a 
leader  in  every  niche  and  every  seg- 
ment and  keep  them  all  up  to  date." 

"Our  dealer  organization  would 
just  as  soon  we  didn't  do  it,"  says 
Ford's  Englehart.  Why?  At  full  pro- 
duction Ford  can  turn  out  250,000 
Explorers  a  year.  Only  18,000  will  be 
badged  as  Mazda's  two-door  Navajo  in 
the  first  year,  but  the  Ford  dealers 
could  probably  sell  those,  too.  Ford 
clearly  feels  the  future  potential  is 
worth  taking  risks  for. 

Ford  and  Mazda  have  a  special  rela- 
tionship: Ford  owns  25%  of  the  Japa- 
nese company,  buys  its  sporty  Ford 
Probe  from  Mazda's  U.S.  plant  and 
relied  on  Mazda  to  engineer  its  new 
small  Ford  Escort.  In  this  context,  the 
Navajo  is  a  natural  development  in 
growing  intercompany  cooperation. 
"We  have  a  very  strong  long-term  re- 
lationship with  Mazda.  It's  a  natural," 
says  another  Ford  vice  president.  ■ 
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Today's  trucks  afe^rodynamic- 
lesigned  to  keep  moving.  These  are 
ne  brakes  made  to  stop  them. 
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'seir  linings  last  longer  than  anything  else 
on  the  road. 

Turning  technology  into  roadtime  - 
that's  what  Eaton  has  been  doing  for  the  ' 
truck  industry  for  over  75  years. 

At  Eaton ,  that's  how  we  work  -  as 
part  of  your  team.  Solving  today's  problems. 
Anticipating  tomorrow's  needs.  For  everyt' ' 
from  appliances  to  aircraft,  power  tool^ « 
to  trucks.  " 

We  do  more  than  make  parts.  W« 
manufacture  solutions. 

xtended  Service 


Weltianufacture  solutions. 
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Science  Teacher  Fred  Holtzclaw 
Has  Successfully  Created  Energy  In 
A  Classroom. 

In  the  nearly  20  years  that  Mr.  Holtzclaw  has  been  teaching  high 
school  science  in  Tennessee,  he's  learned  a  lot  about  energy.  How  to  impart 
enthusiasm,  for  instance.  The  hard  work  needed  to  overcome  inertia.  And  most 
difficult  of  all,  what  to  do  about  bum- out. 

He's  not  alone.  Every  day,  teachers  all  over  the  country  face  the 
same  challenges. 

That's  why  Martin  Marietta  is  helping  to  underwrite  a  new  regional 
Academy  for  Teachers  of  Science  and  Math  at  the  University  of  Tennessee.  It's 
an  intensive  program  of  study  and  discussion  for  Martin  Marietta  Fellows;  out- 
standing educators  in  all  grade  levels.  Through  the  Academy,  the  private  sector, 
government  and  academia  are  all  joining  together  to  support  a  critical  educational 
initiative  by  President  Bush. 

It's  important  to  help  keep  things  moving  in  the  classroom,  and  teachers 
like  Fred  Holtzclaw  are  the  right  place  to  start.  If  we  want  to  fire-up  the  master- 
minds of  tomorrow,  the  best  tWng  we  can  do  is 
keep  our  outstanding  teachers  energized  today 
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MASTERMINDING  TOMORROWS  TECHNOLOGIES 
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The  European  Community's  agricultural 
protection  and  subsidies  have  impeded  U.S. 
exports.  They^ll  do  even  greater  damage  to 
Eastern  Europe  s  new  capitalist  economies. 


Tour  market, 
not  your  money 


By  Peter  Fuhmum 


Tl  HE  RICH  Western  European  na- 
tions that  constitute  the  Euro- 
pean Community  have  heaped 
all  sorts  of  praise  on  the  Hberahzing 
Eastern  Europeans — promising  aid 
money  and  technical  assistance. 

But,  as  the  Eastern  Europeans  are 
learning,  talk  comes  cheap  in  Brus- 
sels; useful  action  is  much  dearer.  Un- 
less the  European  Community 
sweeps  aside  its  heavy-handed  poli- 
cies  against    food    imports,    Eastern 


Europe's    economic    rebuilding    pro- 
gram will  be  badly  hobbled. 

With  many  basic  industries  in  a  de- 
graded condition,  the  Easterners  don't 
have  much  in  the  way  of  manufac- 
tured goods  to  export.  But  they  do 
have  food.  Farming  will  be  the  one 
sector  through  which  Poland,  Hunga- 
ry and  Czechoslovakia  can  meet  their 
fast-rising  oil  import  bills  and  pay  for 
the  broader  costs  of  economic  recon- 
struction. This  assumes,  however, 
that  they  can  find  export  markets  in 
hard-currency  countries. 


Eastern  Europe's  farmers  work 
some  of  the  world's  most  fertile  farm- 
land. The  region  has  a  long  tradition 
as  an  agricultural  exporter.  Up  until 
1945,  Poland,  Hungary  and  Czecho- 
slovakia were  among  the  most  pro- 
ductive agricultural  economies  in  Eu- 
rope. But  after  four-plus  decades  of 
socialism,  Eastern  European  farm 
yields  are  at  best  one-third  lower  than 
those  in  West  Germany. 

A  comeback  is  already  under  way, 
from  the  broad  wheatfields  of  south- 
ern Poland  to  the  fertile  grazing  land 
of  Hungary.  Farm  output  there  could 
rise  by  50%  in  the  coming  decade, 
according  to  agricultural  experts  at 
the  Organization  for  Economic  Coop- 
eration &.  Development.  Expect  no 
less  rapid  advances  in  food  processing, 
from  Polish  hams  to  Hungarian 
canned  fruits  and  vegetables.  Food 
processing  offers  some  of  the  very  best 
opportunities  for  Western  investors  in 
Eastern  Europe. 

By  privatizing  farmland  and  scrap- 
ping food  and  agricultural  subsidies, 
the  stage  has  been  set  for  a  big  expan- 
sion not  only  in  output  but  specifical- 
ly in  output  of  produce  that  can  earn 
hard  currency  abroad. 

But  there's  a  hitch.  The  natural 
market  for  this  Eastern  food  is  in 
Western  Europe,  but  the  European 
Community's  Common  Agricultural 


Farmers,  readying  for  han<est  in  Hungary 

Economic  rebuilding  will  be  hobbled  bi/  Western  European  food  policies. 


Alon  Rcininger/Contaa 
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First  Relationships  Last  Because  at  First  Chicago,  We  Stand  by  You. 

The  mark  of  a  successful  business  relationship  is  knowing  there  are  good  people  poised  to  come 
through  when  you  need  them. 

Business  banking  is  no  different.  To  help  clients  succeed,  we've  organized  ourselves  like 
a  partnership.  It's  a  simpler,  more  streamlined  structure.  It  shortens  our  chain  of  command,  so  there 
are  fewer  layers  to  stand  between  you  and  your  goals. 

For  example,  every  day  our  managing  partners— the  most  senior  people  from  our  different 
specialties— meet  to  update  each  other  on  client  needs  and  opportunities.  They  share  knowledge 
drawn  from  different  disciplines  and  create  the  solutions  you  need  to  wrap  up  deals. 

The  key  to  First  Chicago's  partnership  is  your  Relationship  Manager,  your  in-bank  advocate 

vho  pools  our  considerable  resources  to  focus  on  your  financial  goals.  So  when  we  make  a 

^commendation,  we're  giving  you  the  expert  advice  of  many  astute  financial  minds.  If  you're 

iX)king  for  a  bank  that's  a  good  reflection  on  you,  let's  talk. 

FIRST  CHICAGO 

First  Relationships  Last. 
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It's  not  surprising  that  two  can  sometimes  accomplish 
things  that  one  never  could.  What  is  surprising,  however,  is 
just  how  beneficial  the  merger  of  McCormack  &  Dodge  and 
Management  Science  America  (MSA)  promises  to  be. 

Together  they  are  combining  their  talents  and  energies, 
along  with  an  unprecedented  wealth  of  experience,  to  form 
D&B  Software. 

On  march  1.1990 

msA  soitware  merged  With 

fflccormach&oodge 

lb  Become 

Duns  Bradstreet  sofhuare. 
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With  more  than  one-third  of  the  staff  committed  to 
servicing  and  enhancing  your  existing  software,  D&B  Software 
will  thoroughly  protect  your  investment.  And  the  company 
works  with  more  than  10,000  customers  worldwide.  That 
means  unmatched  proficiency  in  dealing  with  problems,  and 
knowing  what  works  and  what  doesn't.  While  raising  cus- 
tomer satisfaction  to  new  heights. 

The  merger  will  have  unexpected  benefits  in  other  ways 
as  well.  The  R&D  budgets  and  expertise  of  the  two  compa- 
nies are  now  combined.  So  you  can  be  assured  that  D&B 
Software  is  extraordinarily  equipped  to  help  you  navigate  the 
tremendous  technological  changes  that  lie  ahead.  Doing  so 
by  enhancing  current  products.  And  by  providing  clear 
migration  paths  to  the  next  generation  of  software. 

D&B  Software  will  also  make  certain  you  aren't  left 
behind  in  an  increasingly  global  marketplace.  Because,  with 
the  resources  of  two  companies,  your  needs  can  now  be 
attended  to  in  more  than  60  countries  with  a  network  of 
seasoned  company  representatives.  And  the  software  solu- 
tions themselves  are  designed  to  operate  worldwide  and  on 
multiple  hardware  platforms. 

D&B  Software  is  the  largest  applications  software  and 
services  company  in  the  world.  With  the  biggest  capacity  for 
doing  whatever  the  customer  requires.  And  doing  business 
with  a  stable,  reliable  company  such  as  D&B  Software,  with 

the  full  backing  of 
The  Dun  &  Bradstreet 
Corporation,  will 
allow  customers  to 
do  something 
they've  always 
wanted  to  do.  To 
concern  themselves 
less  with  their  soft- 
ware and  more  with 
the  business  at  hand. 
D&B  Software.  The  happy  result  of  a  merger  And  living 
proof  that  when  two  become  one,  extraordinary  things  can 
happen.  For  more  information  about  a  most  welcome  addi- 
tion to  the  world  of  software,  call  (404)  239-INFO. 
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Policy  sets  quotas  for  all  agricultural 
imports.  In  1988,  the  last  year  for 
which  the  Community  compiled  sta- 
tistics, Poland,  Hungary  and  Czecho- 
slovakia sold  a  little  over  $2  billion  in 
farm  products  in  Western  Europe. 
That  represents  just  3%  of  total  ec 
food  imports. 

The  Community's  Brussels  bureau- 
cracy has  lately  increased  some  quo- 
tas for  Hungary  and  Poland,  but  these 
concessions  amount  to  very  little,  es- 
pecially with  a  big  harvest  on  the  way. 
The  U.S.,  by  comparison,  has  opened 
up  its  market  to  Eastern  European 
food  products,  but  the  Western  Euro- 
pean brethren  have  been  more  forth- 
coming with  talk  than  with  import 
liberalization. 

Strip  away  the  alibi  about  the  need 


the  world  market. 

The  Soviet  Union,  of  course,  is  a 
potential  market  for  any  Eastern  Eu- 
ropean food  surpluses.  In  the  Soviet 
Union,  despite  a  huge  harvest  this 
summer,  there  is  no  improvement  in 
the  chronic  wastefulness  and  ineffi- 
ciency that  have  plagued  Soviet  agri- 
culture since  1917. 

Eastern  Europe  has  long  exported  a 
fixed  amount  of  food  each  year  to  the 
Soviets  in  exchange  for  oil  and  other 
raw  materials.  Beginning  next  year, 
the  Soviets  will  pay  for  all  of  their 
agricultural  imports  with  hard  cur- 
rency. With  low  labor  and  and  trans- 
port costs,  Poland  and  Hungary 
should  find  it  easy  to  undercut  other 
exporters. 

However,   this  threatens  Western 


.4  Polish  fcirm  i>i  the  hanik't  ofBrzezinl'ii 

Reviviitg  a  proud  and  productive  agricultural  tradition. 


for  food  self-sufficiency,  and  the  Euro- 
pean Community's  agricultural  poli- 
cy amounts  to  little  more  than  a  $60 
billion  aid  program  for  its  9.5  million 
farmers.  Consumers  are  made  to  pay 
doubly  for  this  welfare  program:  Tax 
money  goes  to  buy  up  the  huge  farm 
surpluses,  while  food  prices  in  Euro- 
pean shops  are  set  at  high  protected 
levels.  Nowhere  in  Western  Europe, 
for  instance,  are  you  likely  to  pay  less 
than  $2  for  a  dozen  eggs,  despite  an 
oversupply  in  the  market. 

Given  a  choice,  the  European  Com- 
munity would  prefer  to  keep  its  mar- 
ket shut  to  cheap  imports  while  con- 
tinuing to  use  Eastern  Europe  as  a 
dumping  ground  for  its  own  agricul- 
tural surpluses,  including  the  8  mil- 
lion tons  of  wheat  now  moldering  in 
storage.  Last  year  Brussels  gave  Po- 
land over  I  million  tons  of  that  grain 
as  aid.  However  charitable  this  might 
seem,  the  free  grain  slashed  the  local 
price  in  Poland  and  eliminated  any 
chance  a  Polish  grain  farmer  had  of 
earning  a  decent  profit.  Wisely,  the 
Polish  government  is  now  trying  to 
sell  some  grain  for  hard  currency  on 


Europe's  substantial  Soviet  food  mar- 
ket. To  meet  this  new  competition, 
the  European  Community  will  al- 
most certainly  choose  to  boost  the 
$11  billion  in  export  subsidies  it  al- 
ready pays  out  each  year,  in  order  to 
compete  against  cheaper  Polish  and 
Hungarian  products. 

These  blows  against  free  trade 
might  be  defensible  if  agriculture  real- 
ly were  a  vital  part  of  the  Western 
European  economy.  But  in  none  of  the 
richer  European  Community  coun- 
tries does  agriculture  represent  more 
than  4%  of  gross  national  product.  In 
Britain  and  West  Germany,  that  fig- 
ure is  below  2%,  as  in  the  U.S.  Com- 
pare that  with  Hungary  and  Poland, 
where  agriculture  accounts  for  over 
one-fifth  of  total  national  income. 

Thus,  while  political  walls  have 
tumbled,  the  barricade  in  Western 
Europe's  food  market  grows  higher  all 
the  time.  Brussels'  stubborn  coddling 
of  its  politically  powerful  farmers 
threatens  to  overwhelm  all  the  good 
intentions  that  the  European  Com- 
munity countries  hold  for  the  recent- 
ly freed  Eastern  Europeans.  ■ 
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We're  AMBAC. 

And  we  back  the  bonds  that  build  the  schools,  the  libraries  and  even  the  city 
f^\  I     I  r%    halls  in  towns  and  cities  throughout  America.  The  fact  is,  more  than 
^^^  ^^  IX   one  third  of  all  the  insured  general  obligation  municipal  bonds  issued 

during  the  past  ten  years  have  been  insured  by 
AMBAC.  But,  then,  you'd  exjaect  that  kind  of 
leadership  from  the  people  who  founded  the  municipal  bond 
insurance  industry 

At  AMBAC,  we're  beginning  our  third 
decade  of  commitment  to  America.  Which 
means  helping  secure  our  country's  future  by  assisting  in  the  rebuilding  of  the  physical 
systems  that  support  basic  public  services. 

We're  also  strongly  committed  to  the  municipal  bond  industry  To  the  investor 
as  well  as  the  issuer 

Because  while  AMBAC's  commitment  starts  with  America's  towns  and  cities, 
it  doesn't  end  there. 


COMMITMENT 
TO  AMERICA 
STARTS  HERE. 


MUNICIPAL  BOND  INSURANCE 


AMBAC  Indemnity  Corporation   , 
One  State  Street  Plaza,  New  York,  NY  10004 
(212)668-0340 
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High  atop  a  mountain  in  Seeheim, 
there's  an  exclusive  resort  for  people 
who  share  a  special  passion. 


passion  for  perfection' 


It's  a  resort  like  no  other  A  place  where 
people  who  possess  a  passion  to  do  the 
very  best,  learn  to  be  the  very  best.  The 
place  is  the  Lufthansa  training  center  in 
Seeheim,  Germany  The  people  are  individ- 
uals chosen  for  the  motivation,  drive  and 
spirit  they  bnng  to  everything  they  do. 
A  passion  for  perfection. 
At  Seeheim,  Lufthansa  people  learn  the 
skills  necessary  to  assure  your  travel 
experience  is  the  best  it  can  be.  They  then 
take  on  their  jobs  with  the  passion  that 
brought  them  to  us  in  the  first  place.  A 
passion  that  can't  be  taught,  but  comes 
from  deep  inside.  A  passion  for  perfection 
that  won't  allow  them  to  rest  until  you  do. 

Lufthansa 

Lufthansa  is  a  participant  in  the  mileage  programs  of  United.  Delta, 
USAir  and  Continental/Eastern  See  your  Travel  Agent  for  details. 


Oryx  Energy  was  a  report-obsessed  division 
of  a  big  company.  Today  it  is  an  entrepre- 
neurial company  standing  on  its  own. 


Energizing  a 
bureaucracy 


By  T«ii  Mack 


ORYX  Energy  Co.?  The  name's 
not  a  household  word,  but 
Oryx  is  a  good-size  company 
with  probable  1 990  revenues  of  around 
$1.7  billion.  The  name  dates  only  to 
1989,  but  the  company  is  actually  the 
former  domestic  exploration  arm  of 
Radnor,  Pa.'s  Sun  Co.  Sun  spun  it  off  in 


1988  because  it  hoped  stockholders 
would  benefit  from  owning  two  pieces 
of  paper  instead  of  one. 

Actually,  Sun  wasn't  giving  up 
much.  The  Dallas-based  exploration 
unit  had  a  sorry  record  of  finding  too 
little  oil  and  gas  at  too  high  a  cost.  In 
the  three  years  before  the  spinoff,  re- 
serves shrank  17%.  The  unit  spent 
about  twice  the  industry  average  of  $6 


a  barrel  to  find  new  reserves. 

No  longer.  Chairman  Robert 
Hauptfuhrer,  58,  and  President  James 
McCormick,  62,  have  turned  Oryx 
into  a  lean,  entrepreneurial  outfit. 
Even  before  the  Iraqi  invasion  of  Ku- 
wait boosted  oil  prices.  Oryx'  earn- 
ings, cash  flow,  asset  value  and  stock 
price  were  swelling.  One  hot  new  oil 
leasehold  alone  accounts  for  13%  of 
its  current  asset  value.  Hauptfuhrer 
could  have  stayed  at  the  much  larger 
company,  where  he  was  president.  He 
chose  to  join  Oryx.  "It  was  my  chance 
to  run  a  company,"  he  says. 

How  did  Hauptfuhrer  and  McCor- 
mick do  it?  Rather  than  get  a  big- 
name  management  consultant  to 
study  the  company  and  mandate  top- 
down  changes.  Oryx  opted  for  the  bot- 
tom-up approach.  It  hired  United  Re- 
search Co.  of  Morristown,  N.J.  to  or- 
ganize Oryx  employees  into  26  teams 
of  middle  managers  and  lower  level 
staffers  and  asked  the  teams  to  come 
up  with  their  own  solutions. 

One  problem  was  that  the  company 
was  smothering  in  paperwork.  It  had 
been  churning  out  4,603  reports  a  year 
on  practically  all  aspects  of  its  opera- 
tions. More  than  one  report  for  every 


Oryx  Energy  Chairman  and  Chief  Executive  Officer  Robert  Hauptfuhrer 

"An  organization  will  ultimately  reject  the  risk  preference  of  the  chi^  executive.' 
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Thinness  to  the  point  of 

3  miUimeters. 
Accuracy  to  the  point  of 

seconds  a  year. 
Engineering  to  the  point 

of  art. 
That's  the  point  of  ^ 

Dehrium-.  w 


CONCORD, 

WATCH 
MAKERS 

To 
THE  GENTRY. 

S  I  N  C  F.    1  9  O  8 


"Progress 

is  the  realization 

of  Utopias." 


Oscar  Wilde 


Making  dreams  come  true  is  both  a  poetic 
and  an  accurate  definition  of  progress. 
Consider   man's   ancient   dream   of    "auto- 
motion,"  fulfilled  at  last  by  the  automobile 
a  century  ago. 

And    mankind's    dreams    have    also    gone 
farther  refusing  to  remain  earthbound.  They 
have  enabled  him  to  soar  like  a   bird,  to 
explore  distant  planets. 
And   today,   science   continues  to   uncover 


Daimler-BenzAG.  PO.  Box  8002  30.  D-7000  Stuttgart  80.  Federal  Republic  of  Germany 
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new  mysteries  and  realize  ever  bolder 
dreams,  both  on  earth  and  beyond.  Through 
the  merged  resources  of  our  Mercedes-Benz, 
AEG,  and  Deutsche  Aerospace  corporate 
units,  functioning  within  the  newly  formed 
Daimler-Benz  Group,  we  are  gaining  a  whole 
new  spectrum  of  opportunities  for  progress. 
We  will  continue  to  build  the  best  auto- 
mobiles in  the  world,  and  constantly 
improve  their  safety  and  environmental 
compatibility.  Utilizing  shared  knowledge 
and  experience  from  all  the  Daimler-Benz 
corporate  units,  we  will  create  new  concepts 
in  aviation,  aerospace  and  the  communi- 
cations sciences. 

With  our  new  business  structure  and  ap- 
proach, we  will  turn  dreams  into  growth 
opportunities. 


DaimlerBenz 
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employee.  The  teams  working  on  the 
problem  wiimowed  the  number  by 
28%.  Another  work  team  concluded 
that  Oryx'  14  field  offices  could  be  cut 
to  4,  eliminating  some  300  jobs.  Alto- 
gether, says  McCormick,  the  teams 
"did  away  with  three  and  sometimes 
four  levels  of  management."  Total 
employment  at  Oryx  is  down  to  2,900 
from  4,200. 

One  team  worked  on  the  destruc- 
tive competition  between  Oryx'  ex- 
ploration and  production  divisions, 
which  fought  over  prospects  and  capi- 
tal. Today  the  two  units  hold  regular 
meetings  to  share  information  on  pro- 
jects. This  has  helped  cut  Oryx'  cost 
of  finding  oil  and  gas  by  two-thirds. 
It's  also  doubled  the  so-called  "re- 
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placement  ratio,"  which  measures  oil 
and  gas  found  against  oil  and  gas  pro- 
duced. Both  figures  are  key  measures 
of  a  company's  oil-finding  prowess. 

McCormick  still  keeps  a  buzzer  in 
his  credenza.  He  regularly  used  the 
battery-powered  contraption  at  man- 
agement meetings  two  years  ago  to 
cut  off  executives  who  offered  ex- 
cuses for  why  the  company  couldn't 
change.  "We  had  to  change  to  sur- 
vive," he  says. 

He  doesn't  need  the  buzzer  any 
longer.  "Without  doubt,"  says  Haupt- 
fuhrer,  "an  organization  will  ulti- 
mately reflect  what  it  perceives  to  be 
the  risk  preference  of  the  chief  execu- 
tive." Management  lost  no  time  let- 
ting the  troops  know  that  it  wasn't  at 


all  averse  to  taking  risks.  Not  long 
after  the  spinoff,  McCormick  made  a 
quick  decision  to  lease  some  south 
Texas  exploration  acreage.  The  old 
Oryx  would  have  first  studied  the 
prospect  exhaustively,  with  what 
Hauptfuhrer  calls  "cya  [cover-your- 
behind]  reports."  The  new  Oryx 
plunged  ahead,  leasing  240,000  acres, 
much  of  it  at  less  than  $60  an  acre. 

The  prospect,  known  as  the  Austin 
Chalk,  has  become  one  of  the  hottest 
onshore  areas  in  the  lower  48  states,- 
leases  now  go  for  as  much  as  $500  an 
acre.  By  tapping  the  Chalk  with  wells 
that  first  go  down  vertically  and  then 
curve  around  to  the  horizontal — a  new 
technique  known  as  horizontal  drill- 
ing— Oryx  so  far  has  added  42  million 
barrels  of  reserves.  "I  don't  think  there's 
any  question  that  we'll  ultimately  ex- 
ceed 100  million  barrels"  there,  says 
McCormick.  C.J.  Lawrence  analyst 
Frederick  Leuffer  reckons  Chalk  re- 
serves account  for  $6.44  of  Oryx' 
$48.75  a  share  asset  value. 

This  year  Oryx'  capital  spending 
program  is  about  $470  million,  com- 
pared to  $428  million  in  1989.  "The 
authority  to  spend  95%  of  that  resides 
outside  this  [headquarters)  office," 
Hauptfuhrer  says.  "Before,  those  deci- 
sions were  made  by  headquarters." 

In  January  Hauptfuhrer  made  Oryx' 
boldest  move  yet — paying  $1.1  billion 
for  some  British  Petroleum  proper- 
ties, mostly  in  the  North  Sea.  The 
move  pushed  Oryx'  long-term  debt  to 
59%  of  capital.  But  it  moves  Oryx 
overseas  for  the  first  time.  Horizontal 
drilling  was  the  key  to  Oryx'  success 
in  the  Austin  Chalk  prospect;  it  hopes 
to  use  the  same  technique  in  North 
Sea  fields. 

Gone  certainly  are  the  old,  bureau- 
cratic ways.  One  California  worker, 
on  his  own  initiative,  renegotiated 
the  way  Oryx  pays  federal  oil  royal- 
ties, saving  the  company  about 
$35,000  a  month.  Asked  why  he 
hadn't  done  so  previously,  the  man 
replied,  "Before,  nobody  cared." 
Hauptfuhrer  notes  the  lesson  in  all 
this:  Give  people  a  chance  not  just  to 
do  a  job  but  to  have  some  impact,  and 
they'll  really  respond,  "get  on  their 
roller  skates,  and  race  around  to  make 
sure  it  happens." 

One  thing  that  has  happened  is  a  big 
increase  in  earnings  per  share,  up 
from  51  cents  in  1989  to  an  estimated 
$1.70  for  1990,  with  cash  flow  climb- 
ing to  $7.90  per  share  from  $4.86. 

Did  the  spinoff  produce  results?  In 
spades.  Oryx  shares  have  doubled 
since  the  spinoff  to  a  recent  50.  Sun 
shareholders  who  kept  both  pieces  of 
paper  now  have  an  asset  worth  $83  a 
share  as  compared  with  $54.  ■ 
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Financing  Middle  America's  Dream: 
Corporate  America  Steps  In 


^igher  education  nas  always  been 
the  admission  ticket  to  the  Ameri- 
can dream.  And  it's  still  a  hot  ticket 
though  it  keeps  getting  more  expen- 
/e — because  it's  clearly  worth  the 
ice.  Higher  education  is  essential  for 
;quiring  the  knowledge  and  skills 
■ieded  to  get  a  good  job  and  launch  a 
ireer.  More  fundamentally,  it  provides 
•e  intellectual  underpinnings  to  help  us 
inderstand  the  world  around  us  as  well 
;  the  world  of  ideas,"  says  the  Rever- 
^id  John  P  Whalen,  former  president  of 
atholic  University  in  Washington  and 
irrent  chairman  of  University  Support 
jrvices,  an  organization  that  helps  stu- 
;nts  finance  their  education. 

Higher  education  is  as  critical  for 
e  nation's  economy  as  it  is  for  the  indi- 
Jual.  Father  Whalen  adds:  "We're  com- 
3  into  an  age  where  the  real  capital 
2're  going  to  use  is  knowledge,  not 


bricks  and  mortar  The  country  that  can 
control  information  better  is  the  one  that 
is  going  to  prevail.  And  the  only  way  to 
get  the  work  force  necessary  for  the 
information  era  is  by  extensive  educa- 
tion." 

While  few  people  question  the 
value  of  higher  education,  many  Ameri- 
cans are  finding  the  price  tag  less  and 
less  affordable.  However,  as  expenses 
•have  risen,  American  business  has 
come  forward  to  help  a  growing  num- 
ber of  students  finance  their  education 
with  scholarships,  loans,  jobs  and  in- 
ternships. Businesses  of  all  sizes  can 


help  their  employees  meet  family  edu- 
cation expenses  by  participating  in  the 
U.S.  Chamber  ConSern:  Loans  for  Edu- 
cation, a  nationwide  student  loan  pro- 
gram available  to  any  company  be- 
longing to  the  U.S.  Chamber  of  Com- 
merce. In  fact,  says  Catherine  B.  Dun- 
levy,  president  of  University  Support 
Services,  ConSern's  parent  organiza- 
tion, "private  sources  of  capital  for  stu- 
dent loans  are  really  the  wave  of  the 
future.  Our  program  is  structured  to 
ensure  available  money  for  education 
separate  from  federal  programs."  (See 
pages.) 

"Higher  education  is  absolutely  cru- 
cial to  the  business  community,"  says 
John  Clendenin,  chairman  of  Bell  South 
and  former  chairman  of  the  U.S.  Cham- 
ber of  Commerce.  Adds  George  B.  Har- 
vey, chairman  of  Pitney  Bowes  Inc.,  "We 
look  to  higher  education  to  prepare  our 
work  force  with  the  knowledge,  skills 
and  abilities  necessary  to  meet  our 
customers'  needs  worldwide."  Harvey 

(continued  on  page  5) 
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shows  that  95  percent  have  gone  on  to  college. 

And  there^s  BIPED  Corporation's  Orf  ice  Technologies 
program^  which  we  also  assist.  It's  helping  disabled  persons  gair 
employment  in  information  processing. 

Educational  programs  like  these  will  soon  be  looking  f 
your  support^  and  their  graduates  will  be  coming  to  you  for  a  JQ 

We  hope  that  you  will  join  us  in  making  a  streetwise 
decision. 
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Networking 

The  Education 


ou've  heard  this 

before,  but  we  really 

are  in  the  Information 

'  Age.  Information-related 

jobs   now  account   for 

more  than  half  the 

f  American  labor  force  and 

'gross  national  product. 

In  meeting  the  demands  of  this  informa- 
tion revolution,  America's  elementary  and 
secondary  schools  have  installed  over  two 
million  classroom  computers,  one  for  every 
thirty  students.  Unlike  the  education  tech- 
nologies of  the  past — film,  radio,  televi- 
sion— that  were  largely  passive  and  exter- 
nally produced,  the  computer  has  given 
educators  the  first  interactive,  teacher-based 
instructional  tool  since  the  blackboard  was 
introduced  in  the  1840s. 

Despite  this  progress,  schools  are  discov- 
ering the  same  limitations  of  independent, 
stand-alone  computers  that  corporations 
found  a  few  years  ago.  To  ensure  company- 
wide  sharing  of  data  and  to  support  collab- 
orative efforts  among  employees,  American 
businesses  have  invested  billions  of  dollars 
to  develop  their  own  telecommunications 
networks. 

Today,  more  money  is  being  spent  on 
private  networks  than  on  the  public  tele- 
phone system.  And  increasingly,  U.S.  tele- 
communications is  evolving  into  a  patch- 
work of  costly,  redundant  and  incompatible 
networks — resulting  in  a  society  of  infor- 
mation "haves"  and  "have-nots." 

The  relatively  low  investment  in  U.S. 
public  telecommunications  is  a  direct  con- 
sequence of  restrictive  public  policies  on  the 
federal  level.  The  1982  consent  decree  that 
broke  up  the  Bell  System  in  the  name  of 
increased  competition  prevents  outright  the 
seven  regional  telecommunications  compa- 
nies from  offering  information  services  or 
manufacturing  telecommunications  equip- 
ment. This  is  despite  the  fact  that  together 
these  companies  comprise  more  than  half 


By  Dr.  Richard  Vigilante 

the  asset  base  and  work  force  of  the  U.S. 
telecommunications  industry.  Continuing 
congressional  and  judicial  uncertainties 
about  the  proper  role  of  these  companies 
have  undoubtedly  inhibited  domestic  devel- 
opment of  high-capacity  public  networks 
equal  to  those  built  by  many  corporations 
and  foreign  countries. 

One  clear  beneficiary  of  a  world-class 
public  telecommunications  network  could 
be  the  85,000  islands  of  instruction  that 
constitute  America's  schools.  Just  for  start- 
ers, a  national  digital  network  would  enable 
schools  to  jointly  develop  curricula,  bring 
instruction  to  the  ill  or  disabled  student, 
allow  physics  classes  to  learn  from  a  Nobel 
Laureate,  have  students  practice  French 
with  a  class  in  Lyons  and  provide  advanced 
training  to  the  rural  teacher. 

While  distance  learning  programs  exist 
at  some  level  in  a  number  of  the  nation's 
wealthier  school  districts,  certain  obstacles 
prevent  their  becoming  much  more  wide- 
spread. One  such  obstacle  is  the  use  of  the 
modem,  a  device  used  to  send  and  receive 
computer  information  over  regular  tele- 
phone lines. 

For  the  educational  community,  mo- 
dems present  three  serious  limitations:  cost, 
complexity  and  capacity.  A  typical  modem 
costs  $150  and  modems  are  currently  used 
by  about  6,000  schools.  Equipping  the 
remaining  classroom  computers  with  mo- 
dems would  cost  more  than  $200  million. 
Modem  users  must  also  deal  with  often 
complex  and  incompatible  hardware,  soft- 
ware and  transmission  standards.  And,  most 
importantly,  the  capacity  of  today's  public 
networks  is  such  that  a  graphic  image 
taking  five  seconds  to  display  on  a  stand- 
alone computer  can  take  ten  minutes  to 
send  to  another  computer  over  a  telephone 
line. 

The  upshot  is  ihat  the  regional  telephone 
companies  possess,  but  are  currently  pre- 
vented from  using,  the  technical  know-how 
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necessary  to  create  a  digital  network  i 
of  handling  high-speed  PC  commii 
tions  without  modems  and  at  affol 
costs. 

Without  significant  investments  il 
public  telephone  system,  schools  and 
users  may  pay  higher  prices  for 
quality  service.  Distance  learners  of  all] 
may  be  denied  access  to  educational  ser 
that  are  widely  available  to  student 
France,  Japan,  Great  Britain,  Germany  I 
many  other  countries. 

Historically,  government  policies 
fostered  the  growth  of  successive  stratel 
systems  in  the  public  interest,  with  cana 
railroads,  electricity  and  highways.  In 
these  systems  have  stimulated  econon 
development  nationwide.  If  our  children  aj 
to  be  educated  citizens  and  competitors 
the  world  economy  of  the  2 1st  centur 
America  needs  a  similar  resolve  in  advance^ 
telecommunications. 

Through  adoption  of  progressive,  con- 
sumer-oriented telecommunications  policy] 
driven  by  the  Federal  Communications] 
Commission,  not  the  judiciary,  we  can' 
encourage   the   investment   necessary  to 
stimulate  economic  growth  at  home,  re- 
main competitive  abroad  and  create  tomor- 
row's digital  super  highway  for  our  school 
children  and  all  Americans. 
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In  this  first  of  a  three-part  series,  NYNEX  presents  global  telecommunications  perspectives  by  leading  experts. 


i  Meet  the  infoni 
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Street  kids  or  streetwise  business  professionals? 

You  already  know  what  the  statistics  say.  It^s  going  to 
take  some  pretty  fancy  footwork  to  turn  it  around. 

NYNEX  Foundation  is  doing  more  than  just  talking 
about  it.  WeVe  joined  with  business^  education  and  community 
leaders  to  support  educational  programs  at  all  levels. 

Now  the  ball^s  in  your  court. 

Your  first  question^  naturally  is  does  it  work?  So  just 
look  at  the  results  weVe  seen  so  far. 

For  example^  consider  the  MITES  Program  (Minority 
Introduction  to  Engineering  and  Science)  for  girted  disadvantaged 
high  school  students  at  M.I.T^  v/hich  v/e  support.  A  recent  studyi 
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Financing  Middle  America's  Dream: 


I  (continued  from  page  1) 

and  many  other  senior  executives  con- 
cur that  helping  finance  education  has 
proven  to  be  a  good  investment  be- 
cause American  business  has  a  vital 
stake  in  developing  an  educated  and 
productive  work  force. 

Richard  Lesher,  president  of  the 
U.S.  Chamber  of  Commerce,  agrees. 
"We  hear  a  lot  about  competitiveness.... 
One  of  the  things  that  will  help  Ameri- 
cans be  more  competitive  is  more  and 
better  education.  There  is  a  great  need 
for  private  sector  initiatives  for  educa- 
tion that  rely  on  private  capital  and  not 
federal  funds." 

For  the  individual,  education  is  also 
an  investment  in  the  future.  Money  spent 
on  a  college  education  generates  dra- 
matic returns  in  the  form  of  higher 
income.  Michigan  State  University's 
Career  Development  and  Placement 
Services  Office's  19th  annual  survey 
revealed  that  the  average  annual  start- 
ing salary  for  a  college  graduate  with  a 
bachelor's  degree  in  spring  1990  was 
$25,256,  up  3.3%  from  a  year  earlier 
The  expected  starting  salary  for  those 
with  a  master's  degree  was  $33,740, 
while  those  earning  an  M.B.A,  could 
expect  to  begin  work  at  $39,840  an- 
nually. 


A  Growing  Wage  Gap 

In  the  1980s,  college  graduates'  real 
wages  rose  nearly  8%,  while  high 
school  graduates'  standard  of  living  fell 
for  the  first  time  since  World  War  II. 
According  to  the  U.S.  Department  of 
Labor,  the  lifetime  earnings  of  college 
graduates  are,  on  average,  $640,000 
more  than  the  earnings  of  those  who  are 
not  college  graduates. 

The  gap  between  these  two  groups 
has  spurred  more  and  more  high  school 
graduates  to  go  on  to  college.  During 
much  of  the  1970s,  half  of  U.S.  high 
school  graduates  went  on  to  college. 
The  proportion  of  people  attending  col- 
lege has  been  rising  rapidly  since  1982 
and  is  now  at  nearly  60%.  As  a  result, 
some  25%  of  the  current  U.S.  work  force 
is  composed  of  college  graduates — a 
higher  figure  than  any  other  industrial 
nation — and  that  figure  is  rising.  More 
and  more  employers  are  requiring  col- 
lege degrees  for  a  wide  range  of  jobs. 


The  U.S.  Chamber  of  Commerce: 
An  Abiding  Interest  in  Education 


Since  it  was  created  more  than  75 
years  ago,  the  U.S.  Chamber  of 
Commerce  has  earned  a  repu- 
tation as  a  highly  effective  advocate 
of  the  business  point  of  view  in  public 
policy  debates.  It  is  also  regarded  as 
a  valuable  source  of  assistance  to  its 
membership,  which  includes  com- 
panies of  all  sizes. 

The  U.S.  Chamber  of  Com- 
merce has  long  had  a  strong  interest 
in  education.  "There  are  few  issues 
that  transcend  business  concerns 
about  education  in  this  country  right 
now,"  says  R.  Bruce  Josten,  group 
vice  president  of  the  Chamber  "The 
business  community  is  spending 
about  $30  billion  a  year  in  training,  re- 
training and  remedial  training!' 

The  ConSern  loan  program  is 
one  way  Chamber  members  get  in- 


volved in  education.  (See  page  8.)  In 
addition,  the  U.S.  Chamber  has 
launched  a  business-education 
action  plan  to  bring  together  busi- 
ness leaders  with  educators,  govern- 
ment officials  and  community  lead- 
ers to  improve  the  quality  of  education. 
The  Chamber  also  sponsors  "Enter- 
prise is. ..America,"  which  teaches 
secondary  school  students  how 
the  American  economic  system 
operates. 

Josten  says  the  Chamber's 
broad  interest  in  education  is  easy  to 
explain;  Besides  being  parents  and 
residents  of  communities,  Chamber 
members  are  also  employers,  and  in 
that  capacity,  he  notes,  they're  "the 
biggest  end  user  of  the  education 
system's  products — the  students 
who  come  out  of  the  schools." 


%. 


In  an  increasingly  high-tech  world, 
a  strong  back  and  a  willingness  to  work 
may  remain  admirable  attributes,  but 
they  are  no  longer  sufficient  for  personal 
success  or  national  competitiveness. 
As  John  V.  Roach,  chairman  of  the 
board  of  Tandy  Corp.,  notes,  his  com- 
pany, which  markets  Radio  Shack  and 
Tandy  products,  "must  compete  with 
the  best  electronics  companies  in  the 
world.  In  order  to  do  that,  we  need  tech- 
nologically competent  engineers,  pro- 
grammers, technicians  and  sales  per- 
sonnel." That's  not  just  the  case  with 
high-tech  companies.  "There's  no  ques- 
tion that  going  forward  an  educated 
work  force  is  absolutely  required  by  the 
country,"  says  Father  Whalen. 

Fortunately,  the  nation  has  one  of 
the  world's  leading  systems  of  higher 
education.  Hundreds  of  thousands  of  for- 
eign students  attest  to  that  every  year 
when  they  come  here  for  college  and 
graduate  studies.  American  higher  edu- 
cation IS  noteworthy  not  only  for  its  over- 
all quality,  but  also  for  its  diversity  and 
openness.  In  many  European  countries, 
young  people  take  examinations  that 
will  determine  with  finality  whether  they 
will  go  on  to  college  or  be  shunted  into 
blue  collar  training  programs.  They  get 
one  chance  at  a  good  education,  and 
that's  it. 

By  contrast,  the  American  higher 
education  system  is  much  more 
accessible  and  diverse.  There  are  hun- 
dreds of  colleges  and  universities  that 
offer  varied  emphases  and  specialties. 
And  there  are  multiple  entry  points:  Stu- 
dents who  don't  do  well  in  high  school 
may  still  get  into  college  somewhere, 
and  if  they  work  hard,  they  can  transfer 
to  a  more  prestigious  institution  or  get 
into  a  good  graduate  school.  If  students 
lack  the  interest  or  drive  at  age  18,  they 
can  start  college  at  28,  38 — or  even  68. 
In  fact,  the  fastest  growing  segment  of 
the  U.S.  college  population  is  com- 
posed of  those  well  beyond  the  tradi- 
tional 18-  to  22-year-old  age  group. 

An  Education 
Meritocracy 

This  diverse  system  is  a  meritocracy:  If 
you've  got  the  ability  you  can  generally 
get  into  the  school  you  want.  But  there  is 
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a  price  to  pay  For  more  and  more  peo- 
ple, Father  Whalen  says,  "There  is  a  gap 
between  the  resources  an  ordinary  fam- 
ily has  and  the  costs  of  sending  children 
to  college" 


Begin  at  the  Beginning 


While  higher  education  is  crit- 
ical in  developing  occupa- 
tional and  professional  skills, 
many  leading  American  corporate 
executives  have  grown  increasingly 
concerned  about  the  inadequacies 
of  the  nation's  primary  and  second- 
ary schools,  the  base  on  which  col- 
leges and  universities  must  build. 
Many  U.S.  executives  have  reached 
the  same  conclusion  as  Financial 
Times,  the  distinguished  British 
newspaper,  which  said  recently:  "If 
the  U.S.  does  not  reform  its  public 
education  system,  it  will  cease  to  be 
a  competitive  force  in  the  world 
economy."  As  a  result,  business  has 
become  increasingly  involved  in  ele- 
mentary and  secondary  education. 

Companies  now  provide  a  wide 
range  of  resources,  including  equip- 
ment and  supplies,  as  well  as  grants, 
and  business  executives  have  be- 
come involved  in  advising  school 
boards  and  school  administrators 
around  the  country.  Moreover,  many 
companies  encourage  their  em- 
ployees to  become  involved  in  tutor- 
ing and  advising  school  children. 

Literacy  Is  the  Key 

Because  of  the  diverse,  decen- 
tralized structure  of  American  edu- 
cation, companies  interested  in  help- 
ing can  carve  out  an  area  where  they 
think  they  can  make  a  difference.  At 
Pizza  Hut,  for  example,  executives 
concluded  that  literacy  was  the  key 
that  unlocked  the  rest  of  education. 
So,  since  1984,  Pizza  Hut  has  been 
sponsoring  the  BOOK  IT!  National 
Reading  Incentive  Program.  Some  15 
million  elementary  school  students  in 
630,000  classrooms  are  expected  to 
participate  in  the  1990-91  reading  in- 
centive program. 

Pizza  Hut  has  also  worked  with 
the  Library  of  Congress  in  sponsor- 
ing the  "Year  of  the  Young  Reader — 


1989"  and  the  National  Young  Read- 
ers Day.  This  year  the  U.S.  Confer- 
ence of  Mayors  endorsed  the  event. 
"At  Pizza  Hut,  we  are  committed  to 
promoting  youth  literacy,"  says  Ste- 
ven S.  Reinemund,  president  and 
chief  executive  officer.  "By  stimu- 
lating children's  interest  in  reading 
and  stressing  its  importance  in 
everyday  living  and  personal  devel- 
opment, we  believe  that  we  can  help 
reduce  the  number  of  future  adult 
illiterates." 

Creating 

Partnerships 

Other  companies  have  taken  differ- 
ent approaches.  Some  companies 
have  emphasized  the  key  role  of 
good  teachers  and  administrators. 
That's  why  Tandy  Corp.  rewards  ex- 
cellent science  and  mathematics 
teachers.  And  that's  why  Whitman 
Corp.,  based  in  Chicago,  provides 
grants  of  $5,000  each  year  to  20  of 
the  outstanding  principals  in  the  Chi- 
cago public  school  system,  as 
chosen  by  an  independent  panel  of 
local  business,  community  and 
education  leaders.  James  W.  Cozad, 
chairman  and  chief  executive  of  the 
food  products  company,  says,  "We 
established  the  Whitman  Award  so 
the  community  wouldn't  lose  sight  of 
the  fact  that  there  are  many  good 
men  and  women  in  the  school  sys- 
tem trying  to  solve  its  problems.  They 
deserve  support  and  encourage- 
ment, not  criticism  and  complaints." 
Ted  Kimbrough,  general  super- 
intendent of  the  Chicago  Public 
Schools  says,  "We  have  a  wonderful 
partnership  with  Whitman.  Private  re- 
sources are  being  directed  to  help 
solve  a  problem  in  the  schools." 
When  business  gets  involved  and 
focuses  its  skills  and  resources  on 
education,  he  says,  "Everyone,  es- 
pecially the  kids,  benefits." 


Higher  education  is  costly  be- 
cause it's  a  labor  intensive  enterprise. 
Few  professors  are  getting  rich  on 
teaching  salaries,  but  it  takes  a  lot  of 
them  to  provide  a  well-rounded  edu- 
cation. The  latest  in  computers  and  sci- 
ence labs  and  medical  education 
equipment  doesn't  come  cheap  either. 
Federal  and  state  governments  have  in- 
vested substantial  sums  in  assisting 
students.  The  billions  of  dollars  the  fed- 
eral government  spends  on  higher  edu- 
cation each  year  help  some  5.5  million 
students.  But  that  leaves  8  million  stu- 
dents who  must  find  the  resources  for 
their  education.  Eight  million  times  an 
average  of  $8,000  yields  a  price  tag  of 
$64  billion  in  annual  college  costs. 

Where  can  it  come  from?  For  mil- 
lions of  middle-income  Americans,  it's 
clear  they  have  to  save  as  much  as  they 
can  for  as  long  as  they  can  in  order  to 
pay  for  their  children's  education.  Long- 
term  planning  is  critical.  The  problem  is 
not  the  total  amount  that  a  college  edu- 
cation will  cost,  but  the  concentrated 
nature  of  the  expense — the  need  to 
write  some  big  checks  every  semester 
These  families  face  the  same  problem  in 
paying  for  the  other  basic  element  of  the 
American  dream,  a  home  of  their  own. 
"Most  people  who  buy  a  house  couldn't 
come  up  with  all  the  money  in  one  or  two 
or  three  years — it  has  to  be  spread  over 
a  number  of  years,"  Father  Whalen  says. 
He  notes  that  borrowing  to  buy  a  house 
is  standard  procedure,  and  borrowing 
to  finance  an  education  is  increasingly 
seen  as  an  appropriate  and  attractive 
alternative  for  many  families. 

MBIA  (Municipal  Bond  Investors 
Assurance  Corp.)  has  been  helping  ex- 
pand the  marketplace  for  student  loans. 
Executive  Vice  President  Robert  R. 
Godfrey  says,  "We  have  a  special  unit 
for  higher  education  issues"  that  helps 
education  agencies  sell  bond  issues  to' 
raise  money  they  lend  to  students.  MBIA 
insures  these  issues,  giving  the  issuer 
the  benefit  of  its  Triple-A  credit  rating, 
making  it  possible  to  sell  the  bonds  at  a 
lower  cost.  "We're  cutting  the  cost  of  the 
financing,  and  the  savings  in  interest 
costs  is  being  passed  on  to  the  bor- 
rower," Godfrey  notes. 

The  resources  for  education  have  P^ 
been  significantly  expanded  in  recent  ''■ 
years  by  the  growing  involvement  of  the 
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BONDS  OPEN  SCHOOLS 

A  urn  n/iiiuriQ 

Municipal  bonds  are  an  education.  Not  just  in  sound,  tax-free  investing.  But  in  the 

schools  they  build  all  over  the  country.  As  America's  leading  municipal  bond  insurer, 

it's  good  to  know  we're  a  kind  of  teaching  assistant  for  thousands  of  children. 

Municipal  Bond  Investors  Assurance  Corporation 

Armonk,  New  York  10504 
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business  community.  The  nature  of  busi- 
ness' role  varies:  Some  companies  offer 
scholarships  to  employees  and  their 
children  as  an  employee  benefit;  some 
provide  grants  to  colleges  and  uni- 
versities for  financial  aid  to  students; 
some  companies  make  direct  grants 
and  loans  to  students;  and  some  busi- 
nesses do  it  all. 

The  Federal  National  Mortgage  As- 
sociation— Fannie  Mae — has,  for  in- 
stance, chosen  to  v^/ork  closely  with  a 
neighboring  school  to  encourage  stu- 
dents to  continue  their  education.  In  Oc- 
tober 1988,  it  established  the  Futures 
500  Club  with  the  H.D.  Woodson  High 
School  in  northeast  Washington.  As 
Janice  Daue,  Fannie  Mae's  manager  for 
corporate  relations,  explains,  "Each 
student  who  earns  all  As  and  B's  is  en- 
titled to  $500  per  semester  for  college  or 
postgraduate  education  from  Fannie 
Mae.  In  addition,  what  we  find  just  as 
exciting  is  matching  Fannie  Mae  em- 
ployees with  students.  Employees  act 


as  volunteers  and  do  everything  from 
helping  students  with  college  applica- 
tions to  taking  them  to  cultural  events. 
They  show  the  students  the  world  of 
work  and  say  'You  can  do  it.' " 

Focusing  on 
Relevant  Fields 

While  many  companies  make  donations 
wherever  they  have  local  facilities,  oth- 
ers focus  on  fields  relevant  to  their  activ- 
ities Tandy  Corp. ,  for  example,  finances 
the  Tandy  Technology  Scholars  pro- 
gram, which  provides  cash  awards  to 
100  outstanding  teachers  and  100  out- 
standing students  in  science  and  math- 
ematics each  year 

Some  companies  have  a  range  of 


approaches.  Pitney  Bowes  Chairman 
George  B.  Harvey  notes:  "Pitney  Bowes 
provides  funding  for  colleges  and  uni- 
versities as  unrestricted  support  and  for 
engineering  scholarships  for  women 
and  minorities.  In  an  effort  to  increase 
skill  levels  in  English  and  math,  the  com- 
pany supports  special  programs  at  Nor- 
walk  Community  College  and  Norwalk 
State  Technical  School.  The  company 
contributes  to  the  New  England  College 
Fund  and  the  United  Negro  College 
Fund."  In  addition  to  its  own  donations, 
Pitney  Bowes  matches  employee  gifts 
to  higher  education  on  a  dollar-for-dollar 
basis  and  provides  internships  for  col- 
lege students. 

IBM  operates  one  of  the  broadest 
and  most  varied  programs.  Last  year  it 
made  philanthropic  contributions  total- 
ing $135  million,  more  than  double  the 
donations  of  the  second-ranking  com- 
pany. Its  support  for  educational  pro- 
jects reached  $81  million.  "IBM's  inter- 
est in  education  goes  back  to  our 


ConSern:  Now  Any  Business  Can  Help  Employees  and 
Their  Families  Finance  Higher  Education 


Companies  of  all  sizes  can  help 
students  finance  their  educa- 
tion, thanks  to  an  innovative 
loan  program  called  the  U.S.  Cham- 
ber ConSern:  Loans  for  Education.  It 
enables  companies  to  offer  higher 
education  loans  to  their  employees 
and  their  families  without  incurring 
any  financial  liability  or  adminis- 
trative costs.  Founded  three  years 
ago  by  the  Rev.  John  PWhalen,  Con- 
Sern has  already  disbursed  some 
$125  million  in  loans,  and  Whalen  ex- 
pects to  lend  another  $200  million 
this  year  As  a  result,  the  youthful  pro- 
gram nov\/  ranks  among  the  top  30 
sources  of  student  loans. 

Participation  in  the  program  is 
open  to  any  company  that  is  a  mem- 
ber of  the  U.S.  Chamber  of  Com- 
merce. Member  companies  can  join 
ConSern  for  as  little  as  $25  a  year — 
and  even  that's  a  tax-deductible 
business  expense.  When  a  company 
signs  on,  a  corporate  accounts  man- 
ager from  ConSern  provides  the  em- 


ployer with  informational  brochures 
and  application  packets  for  distribu- 
tion to  employees.  From  then  on 
ConSern  handles  all  administrative 
responsibilities.  In  addition,  the  com- 
pany has  no  liability  for  the  loans. 

'At  ConSern,  our  internal  struc- 
ture is  organized  to  support  the 
needs  of  corporate  America  and  its 
employees,"  says  Diane  Fitzgerald, 
vice  president  for  marketing.  She 
adds,  "Every  member  of  our  client 
relations  staff  is  a  trained  profes- 
sional with  customer  satisfaction  as 
the  number  one  objective." 

ConSern  loans  may  be  used  by 
employees  or  their  families  for  pri- 
vate secondary  schools  and  for 
study  at  any  accredited  college  or 
university.  An  employee  can  borrow 
up  to  $25,000  each  year  and  up  to  a 
total  of  $100,000.  In  addition,  the  bor- 
rower can  take  up  to  15  years  to  repay 
the  loan.  The  principal  can  be  de- 
ferred while  the  student  is  still  in 
school,  up  to  a  maximum  of  four  years. 


Interest  rates  on  ConSern  loans 
are  significantly  below  most  unse- 
cured personal  loan  rates.  ConSern 
can  offer  these  lower  rates  because 
its  parent  organization.  University 
Support  Services,  a  non-profit  or- 
ganization, borrows  large  amounts  in 
the  commercial  paper  market  at  in- 
terest rates  much  lower  than  an  in- 
dividual could  obtain  directly. 

"ConSern  does  a  good  job  of 
meeting  the  needs  of  both  students 
and  employers,"  R.  Bruce  Josten, 
group  vice  president  of  the  U.S. 
Chamber  of  Commerce,  notes. 
"When  we  started  with  ConSern  less 
than  three  years  ago,  we  had  14 
companies  participating.  Recently 
we  crossed  the  threshold  of  13,000 
companies,  and  the  program  con- 
tinues to  grow." 


For  information  about  sponsoring 
ConSern,  or  for  loan  information,  call 
1-800-SOS-LOAN. 


It's  time  to  listen  to 

the  voices  of 

American  education 


The  future  of  American  business  isn't  on  Wall  Street. 
It's  in  the  classroom. 

And  if  we're  going  to  stay  at  the  top  of  an  in- 
creasingly competitive  world  environment,  the  busi- 
ness community  needs  to  provide  our  young  people 
with  the  support  and  resources  that  will  allow  them 
to  excel. 

At  BellSouth,  we're  pleased  to  be  a  part  of  the 
growing  movement  within  the  business  community 
'  to  support  education.  We're  involved  with  a  number 
of  programs  focusing  on  the  years  kindergarten 
through  high  school. 

Programs  like  Southern  Bell's  "Big  Friend',' 
which  exposes  middle  school  students  like  Matthew 
Berg  to  the  adult  roles  of  teacher,  tutor  and  friend  for 


struggling  younger  inner<:ity  children. 

Or  the  consortium  of  historically  black  colleges 
funded  by  the  BellSouth  Foundation  to  encourage 
students  like  Belinda  Jackson  to  become  teachers. 

South  Central  Bell's  Mini-Grant  program 
awards  funds  to  teachers  like  Pat  Shoopman  to  try 
creative  ideas  in  the  classroom. 

And  the  BellSouth  program  for  principals,  at- 
tended by  Julian  Todd,  provides  useful  leadership  and 
management  development  which  usually  only  cor- 
porate America  can  afford. 

At  BellSouth,  we're  proud  of  our  many  educa- 
tional programs.  And  we  urge  the  entire  business 
community  to  get  involved.  Because  an  investment 
in  education  pays  dividends  for  generations. 


j    ©  1989  BellSouth  Corporanon 
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^he  idea  of  computers  in 

the  factory  used  to 
scare  the  daylights  out  of  me 
Now  I  run  one.'' 


"[figured  Rlget  burned  either  way— comput- 
ers show  up  and  I  get  fired,  or  computers  dont  show 
up  and  the  plant  closes  down. 

"But  what  happened  is,  they  retooled  the 
plant  and  while  that  was  going  on  they  sent  me  to 
school,  to  an  IBM-sponsored  course  at  the  commu- 
nity college. 

"Here  are  two  things  I  learned.  I  learned  a 
new  job  that's  better  than  my  old  one.  And  I  learned 
that  our  plant  wont  be  boarded  up  any  time  soon!' 

\fes,  you  can  teach  old  factories  new  tricks, 
and  CIM  (Computer  Integrated  Manufacturing)  is 
one  of  them.  CIM  coordinates  the  manufacturing 
process,  from  design  to  distribution,  as  a  single 
system.  Needless  to  say,  it  can  make  our  economy 
more  competitive. 

And  yes,  we'll  have  to  teach  people  some  new 
tricks,  too.  That's  why  IBM  sponsors  CIM  education 
for  students  and  workers  at  over  70  colleges  and 
universities  across  America. 

To  learn  more  about  CIM  and  IBM's  commit- 
ment to  CIM  education,  write       -—  -^  :zz? 
to  us  at  IBM,  PO.  Box  3974,           =    ==  EifE 
Dept.  972,  Peoria,  IL  61614.         =  ==  =  T  = 
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founding,  and  some  of  the  programs 
were  started  many  years  ago,"  notes 
John  Porter  director  of  university  rela- 
tions at  IBM,  "It  starts,  really  with  a  com- 
pany philosophy  that  education  is  ex- 
tremely important  to  us,  and  we  have 
seen  this  grow  into  partnerships  with 
universities.  It's  not  just  IBM.  The  high- 
tech  industries  are  evolving  toward  an 
era  of  partnerships  because  we  have 
important  reasons  to  be  working  with 
one  another  We  need  access  to  new 
technology  and  ideas,  and  the  univer- 
sities, at  least  in  this  country,  are  the 
primary  sources  of  basic  research.  Se- 
condly, we  need  college  graduates  to 
hire  who  are  as  technically  up-to-date 
as  possible.  Also,  in  recent  years,  we 
have  been  interested  in  greater  par- 
ticipation of  underrepresented  groups, 
including  minorities  and  women,  and 
universities  can  provide  that." 


Meeting  Diverse  Needs 

IBM  helps  students  through  a  variety  of 
programs,  including  its  pioneering  Wat- 
son Scholarship  program,  a  33-year-old 
program  named  for  company  founder 
Thomas  J.  Watson  Sr  IBM  is  also  one  of 
the  founders  of  the  National  Hispanic 
Scholarship  Fund  and  the  National  Ac- 
tion Committee  for  Minorities  in  Engi- 
neering. In  addition,  IBM  dispenses 
funds  through  the  National  Merit  Schol- 
arship Program.  "Over  the  years,  we 
have  evolved  from  rather  general,  unre- 
stricted support  to  the  point  today 
where  the  maprity  of  our  support  is 


Reading  Rewards. 


Millions  of  children  are 
reading  more  because  of  the 
BOOK  IT!"  National  Reading 
Incentive  Program. 
Sponsored  by 
Pizza  Hut,  the 
program  motivates 
students  in  grades 
K  through  6  to  read  with  a 
unique  and  irresistible 
combination  of  rewards— pizza, 
praise,  and  personal  recognition. 
This  fall,  over  half  the 
elementary  school  children  in  America  will  be  enrolled  in  the  sbcth 
year  of  the  BOOK  IT!  program.  Our  hope  is  that  for  each  and  every 
one  of  these  children,  reading  becomes  its  own  reward.   ^^^^^^ 


BOOK  IT!  is  a  registered  servicemark  of  Pizza  Hul.  Inc. 


focused  on  a  problem  or  an  issue," 
Porter  says. 

In  contrast  to  the  centralized  ap- 
proach taken  at  IBM,  other  companies 
dispense  educational  aid  at  various 
points  in  their  organizations.  NYNEX,  for 
example,  offers  funds  through  the  cor- 
poration as  well  as  through  the  NYNEX 
Foundation  and  its  New  York  Telephone 
and  New  England  Telephone  operating 
subsidiaries. 

NYNEX  executives  take  involve- 
ment with  education  personally.  The 
company  honored  its  former  chairman 
by  creating  the  D.C.  Staley  Scholarship, 
given  to  a  student  of  engineering  at  the 
Hulman  Institute  of  Technology  in  Terre 
Haute,  Ind.  New  York  Telephone  has  an 
extensive  program  of  grants  to  colleges 
in  New  York  state;  its  President  and 
Chief  Executive  Officer,  Frederic  V.  Sal- 
erno, agreed  to  become  chairman  of  the 
board  of  trustees  of  the  State  University 
of  New  York  (SUNY)  in  March  1990.  The 
64-campus  SUNY  system  is  the  largest 
in  the  nation.  Many  other  NYNEX  em- 
ployees give  of  their  time  as  well  as 
money  And  Thomas  Skrobala,  a  pro- 
gram officer  at  the  NYNEX  Foundation, 
notes,  "We  also  support  higher  educa- 
tion through  matching  giving.  Twenty 
percent  of  our  giving  is  matching  em- 
ployee gifts  to  higher  education." 

A  Lasting  Value 

There's  no  question  that  education  is  a 
big  ticket  item  in  most  households.  Few 
things  most  families  will  pay  for  will  cost 
more,  but  few  things  will  be  worth  more. 
If  the  aesthetic  and  intellectual  values  of 
higher  education  aren't  convincing,  the^ 
job  market  brings  home  its  practical  val- 
ue immediately 

But  education  benefits  more  than 
the  student.  All  Americans  are  better  off 
when  those  manning  the  ramparts  of  the 
economy  have  well  developed  skills  and 
minds.  That's  the  only  way  the  U.S.  can 
compete  with  rapidly  growing  foreign 
economies.  And  all  Americans  are  bet- 
ter off  when  their  fellow  citizens  are  well 
educated,  independent  thinkers.  ■ 


David  S.  Glick  is  a  freelance  writer  based  in 
New  Yorli. 
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Here's  What  We've  Learned. 
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We've  learned  that  good  management  makes  the 
difference,  in  education  as  in  business. 

Each  year,  Whitman  Corporation  gives  a  $5,000  cash 
award  to  each  of  the  20  best  Chicago  Public  School  principals 
who  can  spend  it  on  any  school  project  of  their  choice.  As 
we've  selected  the  winners,  we've  learned  that  the  best  schools 
are  not  the  result  of  their  racial  or  ethnic  makeup,  their 
location  in  the  city,  the  money  spent  per  pupil  (although  it's 
obviously  important),  the  number  of  students  per  class,  or 
the  age  of  the  buildings. 

The  best  schools  are  invariably  the  ones  with  the 
best  managers.  The  best  principals  have  several  common 
attributes.  They  care  deeply  about  their  students.  They  know 
them  by  name.  They  maintain  discipline,  and  encourage 
respect.  They  motivate  their  teachers.  They  consult  with 
parents.  They  fight  for  supplies  and  equipment.  They  have 
great  courage  and  a  lot  of  love.  And  it  shows. 

Tb  a  surprising  degree,  their  students  don't  drop  out. 
They  don't  do  drugs.  They  study  and  learn.  Their  test  scores 
are  high.  Lots  of  them  go  on  to  college.  They're  not  all 
perfect.  But  they're  a  lot  better  than  the  average. 

So  as  the  nation  seeks  answers  to  the  education 
crisis,  please  consider  what  we've  learned  in  our  modest 
program.  Look  to  the  principals. 
We're  really  proud  of  our 
Whitman  Award  winners.  They've 
made  a  difference  in  Chicago. 


Whitman  Corporation's  operating  companies  are: 


PET  INCORPORATED 

Old  El  Paso 

Progresso 

Downyflake 

Pet-Ritz 

Van  de  Kamp's 

Whitman's  Chocolates 

and  dozens  more 


PEPSI-COLA  GENERAL 
BOTTLERS 

The  largest  independent 

Pepsi  bottler, 

serving  12  states 

in  the  midwest 


MIDAS  INTERNATIONAL 

The  world's  leading 

franchised  automotive 

service  company, 

with  more  than 

2,300  shops 


For  more  information  on  the  Whitman  Award  lorite  Corporate  Affairs,  Whitman  Corporation,  HI  East  Wacker  Drive,  Chicago,  IL  60601 


TANDY 
TECHNOLOGY 

XHOLARS 


A  Commitment  to  Educational  Excellence 

Rewarding 

Academic 

Excellence 


On  April  4,   1990,  the  Ta 

Technology  Scholars  program 

nounced  the  finalists  in  its  first  C 

petition  for  Outstanding  Student' 

r    »      Teacher  of  Mathematics,  Science 

Computer  Science  awards.  The  progi  | 

funded  by  Tandy  Corporation  and  adj  | 

istered  by  Texas  Christian  University,    i 

motes  academic  excellence  by  rewarJ  | 

superior  achievement  in  teaching  and  leart]  I 

100  Outstanding  Teachers  of  Mathema!  i 
Science  and  Computer  Science  were  gra!  | 
$2500  stipends.  | 


100  Outstanding  Students  of  Mathematics,  Sciencej  i 
Computer  Science  were  awarded  $1000  scholarships  I 

■  Certificates  of  Achievement  were  also  awarded  to  221  | 
outstanding  students  and  teachers  nominated  by  their  sch  ■ 
and  to  high  school  seniors  in  the  top  two  percent  of  their  c   i 

A  Recognition  Ceremony  for  finalists  was  held  in  Washing  i 

D.C.  at  the  National  Press  Club.  The  U.S.  Secretary  of  Educa   | 

the  Honorable  Lauro  R  Cavazos,  presented  the  awards  along  [  | 

Bob  Schieffer  of  CBS  News.  Texas  Christian  University  Cha   jU 

lor  William  Tucker  and  John  Roach,  Chairman  of  the  B  li 

and  Chief  Executive  Officer  of  Tandy  Corporation  ■ 

helped  honor  the  recipients.  A  rigorous  selection  i 

cess,  approved  by  the  National  Advisory  Coi  || 

^       of  Educators,  has  ensured  that  these  "Che  i 

ons  of  the  Classroom"  are  undoubtedly  ai   m 

the  finest  students  and  teachers  in  the  na  9 

"  We  congratulate  the  inaugural  recipier   n 

the  Tandy  Technology  Scholars  award  11 
and  the  students  and  teachers  everyv  H 
whose  commitment  to  knowledge  lighti  l| 
way  for  our  hopes  and  dreams.  B 


For  enrollment  information,  please  contact: 

fANDY  TECHNOLOGY  SCHOLAR! 

P.O.  BOX  32897  •  TCU  STATION  •  FORT  WORTH,  TEXAS  76129  •  (817)  924-4087 
Endorsed  by  the  National  Association  of  Secondary  School  Principals 


FMC  stayed  out  of  the  takeover  game  and 
yet  remained  independent.  In  the  process  it 
rewarded  handsomely  both  its  sharehold- 
ers and  its  managers. 

Marching  to 
its  own  drummer 


By  marcia  Berss 


WHEN  HE  RETIRES  ncxt  year  at 
age  65,  Robert  Malott  will 
leave  behind  a  record  of  ser- 
vice to  shareholders  few^  bosses  of 
public  companies  can  match.  As  chief 
executive  of  Chicago-based  fmc 
Corp.,  Malott  has  faced  a  difficult 
task:  This  $3.4  billion  (revenues) 
maker  of  chemicals,  military  vehicles 
and  machinery  is  in  three  nongrowth 
businesses,  and  its  revenues  have 
been  virtually  flat  since  the  early 
1980s.  Despite  this,  Malott  has  man- 
aged to  improve  operating  profits  and 
return  on  capital.  Shareholders  have 
been  handsomely  rewarded  with  a 
stock  that  has  roughly  quadrupled 
over  the  decade. 

Malott  recalls  that  when  he  took 
over  in  1972  he  inherited  an  outfit 
"that  had  grown  too  rapidly,  [made| 
too  many  acquisitions."  Food  Ma- 
chinery &.  Chemical  Corp.  (later 
changed  to  fmc)  was  founded  by  Paul 
Davies,  who  built  his  father-in-law's 
food  machinery  firm  into  a  growth 
conglomerate  of  the  1950s  and  1960s. 
Davies  met  Malott  when  Malott  was 
at  Harvard  Business  School,  and  in 
1952  Davies  started  him  as  an  assis- 
tant to  the  chemicals  division  chief. 
Davies  retired  in  1966  and  fmc  ran 
through  two  chief  executives  in  six 
years  before  Malott,  then  46,  was 
handed  the  top  job. 

When  Malott  took  over,  fmc,  like 
many  conglomerates,  was  being 
dragged  down  by  poor  performers  in 
its  portfolio  of  businesses.  In  the  early 
1970s  return  on  equity  was  a  weak 
6%  to  8%. 

Malott  sold  some  operations,  such 
as  fiber  production.  Then  he  tackled 
what  he  concedes  is  still  fmc's  basic 
problem:  its  "dull" — low-growth, 
unglamorous — businesses . 


He  stripped  the  company  down  to 
three  core  businesses — industrial 
chemicals,  defense  equipment  and 
machinery.  The  link:  low-cost  pro- 
duction versus  innovative  technology 
or  creative  marketing.  In  industrial 
chemicals,  for  example,  fmc  is  the 
leading  producer  of  natural  soda  ash, 
yielding  a  big  cost  advantage,  fmc's 
defense  unit  makes  the  Bradley  Fight- 
ing Vehicle  for  the  U.S.;  new  custom- 
ers include  hot  spots  Saudi  Arabia  and 
Turkey.  Its  machinery  division  pro- 


duces everything  from  citrus  juice 
squeezers  to  oil  wellhead  equipment. 

The  surviving  businesses  had  this 
going  for  them:  Each  had  a  strong 
market  position  and  threw  off  a  lot  of 
cash  without  requiring  heavy  capital 
outlays.  And  fmc's  long-term  debt 
was  negligible. 

The  logical  thing  would  have  been 
to  grow  through  acquisitions,  using 
fmc's  healthy  cash  flow  and  borrow- 
ing power.  But  Malott  let  common 
sense  guide  him  rather  than  sheer 
greed  for  growth  and  dealmaking. 
With  junk  bond  financing  on  the  rise, 
prices  for  acquisitions  had  risen  to 
silly  heights;  a  result  is  that  busted 
deals  now  litter  the  corporate  land- 
scape. Says  Malott:  "We  could  never 
find  a  major  acquisition  rewarding  for 
our  shareholders,  and  so  we  did  what 
we  felt  was  in  their  best  interest, 
which  was  not  to  grow." 

As  a  consequence,  by  1984  fmc  was 
a  sitting  duck  for  any  of  the  Drexel- 
financed  predators  prowling  the  cor- 
porate woods.  Clearly,  fmc  had  more 
capital  than  it  needed.  And  its  stock, 
selling  near  book  value,  was  a  tempt- 
ing target. 

Malott  made  a  tough  but  sensible 
decision.  Why  let  a  predator  get  his 
hands  on  all  this  money?  Why  not 
give   some   of   the   surplus   back   to 


Robert  Malott,  FMC's  chief  executive 
Tachling  "dull"  low-growoth  businesses. 
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)VisaU.S.A  Inc.  1990 


Ithisishowyour 
customers  aie  imng, 


Is  your  business  paying  too  high  a  discount 
rate  for  the  "privilege"  of  accepting  American 
Express?  Now  the  Visa  Profit  Improvement 
Calculator  can  help  you  quickly  determine 
how  much  more  profitable  your  business  could 
be  while  providing  you  with  simple  steps  to 
help  you  turn  a  bigger  profit. 

Call  the  toll-free  number  above  to  receive 
your  free  copy  of  the  Profit  Improvement 
Calculator.  It  will  show  you  how  much  it's 


really  costing  you  to  accept  American  Express. 
And  along  with  the  calculator,  we'll  indude 
some  no-nonsense  strategies  for  improving 
your  overall  profit. 

One  obvious  strategy  is  to  shift  your  Amer- 
ican Express  transactions  to  more  profitable 
payment  options,  including  Visa.  You'll  learn 
how  to  do  this  without  jeopardizing  sales  vol- 
ume. Another  strategy  is  to  negotiate  a  lower 
discount  rate  from  American  Express.  We'll 


1 


caU  800-VISA-511 

and  well  showyou  how 
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Profit  Improvement  Calculatjor 
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give  you  solid  facts  you  can  use  in  these  nego- 
tiations—facts that  make  American  Express's 
higher  discount  rate  hard  to  justify 

For  example,  did  you  know  American 
Express  has  only  one-fifth  as  many  cardhold- 
ers as  Visa— and  only  half  as  many  cardhold- 
ers with  household  incomes  over  $50,000? 
Or  that  most  American  Express  cardholders 
carry  a  Visa  card  they  could  use  instead, 
increasing  your  profits?  Have  you  calculated 


the  cost  of  waiting  longer  for  American  Ex- 
press to  pay  for  your  sales  drafts?  Our  Profit 
Improvement  Calculator  will  help  you  turn 
these  facts  to  your  advantage. 

Remember,  other  merchants— perhaps 
your  competitors— will  soon  be  calculating 
their  new  profits.  Don't  miss  your  turn.  Call 
Visaat800-VISA-511. 


16  everywhere  you  want  tobe 


shareholders?  In  1984  the 
FMC  board  tendered  for 
over  20%  of  fmc  stock, 
using  cash.  That  sent  the 
stock  up,  but  the  compa- 
ny was  still  vulnerable.  In 
1986  FMC  forestalled  the 
takeover  artists  by,  in  ef- 
fect, buying  itself  out. 
Borrowing  against  its  own 
assets.  It  raised  $1.8  bil- 
lion and  used  the  money 
in  a  complex  deal  that  en- 
riched shareholders,  en- 
hanced management's 
stake  and  maintained  the 
company's  independence. 

Here's  how  it  worked. 
About  82%  of  the  shares 
belonged  to  the  public, 
the  rest  to  management 
and  insiders.  The  public 
shareholders  were  given 
$80  a  share  in  cash — this 
for  a  stock  that  had  sold 
for  $45  a  few  years  earli- 
er— and  retained  65% 
ownership.  The  insider 
shareholders  got  no  cash 
but  had  their  share  in  the 
company  doubled  to  35%. 

Thus  the  deal  not  only 
captured  the  company's 
entire  value  for  its  share- 
holders rather  than  for 
predators  but  also  accom- 
plished what  a  good  lever-     

aged  buyout  always  accomplishes:  It 
gave  management  a  major  share  in  the 
business.  The  15%  stake  owned  by 
management  and  insiders  was  worth 
just  $210  million  in  1984;  today  that 
stake  is  over  30%  and  its  worth  $348 
million.  Malott's  570,000  shares 
alone  are  currently  worth  about  $19 
million. 

Now,  back  to  running  the  business. 
Since  the  recapitalization  fmc  has 
worked  down  debt  to  $1.4  billion,  in- 
creased research  spending  to  4.3%  of 
sales  from  3.7%  and  stepped  up  capi- 
tal outlays.  Along  the  way  Malott 
even  made  small  acquisitions. 

He  also  expanded  the  company's 
small  stake  in  gold  mining,  fmc  found 
gold  in  the  early  1970s  when  hunting 
for  antimony,  a  chemical  used  as  a 
flame  retardant.  The  company  had  no 
experience  in  gold  mining,  so  it  sold 
70%  of  its  Jerritt  Canyon  find  to  Free- 
port-McMoRan  Gold.  Says  Malott: 
"In  retrospect,  that  was  a  mistake.  We 
should  have  taken  the  risk,  developed 
the  technology  and  kept  the  whole 
thing." 

In  the  mid-1980s  fmc  found  gold  in 
Paradise  Peak;  this  time  it  kept  it  all 
and  last  April  bought  Meridian  Gold 
from  Burlington  Resources  in  a  stock 


FMC's  Parciclise  Peak  i><>Ul  nunc 
This  time,  they  kept  it  all. 


deal  worth  about  $88  million.  In  1987 
Malott  put  all  the  gold  holdings  into  a 
new  company,  fmc  Gold,  listed  on  the 
New  York  Stock  Exchange;  fmc  owns 
89%  of  its  65.5  million  shares.  Gold  is 
now  25%  of  income,  offsetting  de- 
fense earnings,  which  have  been  in  a 
decline  since  1984. 

Gold  is  a  good  business  for  fmc  but 
not  a  stable  one.  Production  costs 
($200  an  ounce)  are  up  this  year  as  the 
company  must  dig  deeper  for  new 
finds.  Also,  fmc  hedges  most  produc- 
tion by  selling  forward  18  to  24 
months;  this  practice  earned  it  $480 
an  ounce  when  gold  went  for  $380  in 
1989,  but  with  gold  prices  rising,  fmc 
is  committed  to  selling  current  pro- 
duction at  last  year's  lower  prices. 
Operating  earnings  at  fmc  Gold  were 
down  24%  in  the  first  half  of  1990. 

FMc's  earnings  prospects,  however, 
are  helped  this  year  by  the  corner- 
stone industrial  chemicals  unit  (29% 
of  sales,  35%  of  income).  The  compa- 
ny is  big  in  phosphates  for  detergents, 
which  are  taking  a  beating  from  envi- 
ronmentalists. It  is  also,  however, 
number  two  in  the  world  in  soda  ash, 
used  in  glassmaking.  C.J.  Lawrence 
securities  analyst  Don  Pattison  esti- 
mates FMc's  production  costs  at  $40  a 


ton,  versus  $190  a  ton  fo: 
the  world  leader,  Bel 
gium's  Solvay.  fmc  ha: 
been  barred  from  Europ 
by  an  $85-a-ton  duty,  bu 
that  may  soon  be  lifted  a: 
part  of  trade  negotiations 
And  the  company  ii 
North  America's  secom 
biggest  (behind  Du  Pont 
in  hydrogen  peroxide, 
which  chemical  me: 
think  will  see  double-digi 
growth  thanks  to  risin; 
demand  from  pulp  and  pa 
per  makers,  who  are  re 
jecting  their  old  bleaching 
agent,  chlorine,  because  o: 
environmental  problems. 
The  machinery  diviso: 
(23%  of  sales)  is  also  look 
ing  up.  This  division  ha; 
been  barely  profitabl 
since  1983  because  of 
heavy  concentration  or 
oil  production  equipment 
Probable  improvement 
there,  coupled  with  lowei 
interest  costs  resulting 
from  the  lower  level  o: 
debt,  should  boost  fmc 
earnings  about  7%  above 
1989's  $4.35  a  share, 
which  was,  in  turn,  20% 
above  1988  results.  Not  i 
bad  showing  for  a  compa 

ny    in    low-growth    busi 

nesses  and  with  lots  of  debt. 

If  there  is  one  piece  of  unfinishec 
business  before  Malott  turhs  in  his 
baton  next  year,  it  is  to  try  to  get 
revenues  growing.  Prices  are  cominj 
down  in  the  acquisition  market,  anc 
Malott  would  dearly  love  to  enhance 
FMc's  chemical  business  with  a  gooc 
acquisition — not  a  giant  one  but  a  siz 
able  one.  "If  some  great  opportunity 
comes  along;  I'm  not  dedicated  to  get 
ting  back  to  a  30%  debt/equity  ratio,' 
he  says.  He  figures  he  has  anothei 
$500  million  in  borrowing  power. 

Absent  an  acquisition,  Malotf  wor- 
ries that  "we  will  be  back  in  the  same 
soup."  Meaning  that  debt  will  be  way 
down,  cash  flow  high  and  the  compa 
ny  might  again  be  a  target  for  acquisi- 
tors.  What  then?  The  betting  is  that  il 
no  reasonably  priced  acquisition 
comes  along,  Malott's  heir,  President 
Robert  Burt,  will  do  another  leveragec 
buyout — this  time,  buying  out  public 
shareholders  entirely. 

As  for  Malott,  he  leans  forward  in 
his  chair  and  says,  "We've  done  what 
we  said  we  would.  We've  increased 
returns  and  did  not  overpay  [for  acqui- 
sitions]. If  you  don't  want  people  whc 
run  your  money  that  way,  go  bet  on 
RjR  Nabisco."   ■ 
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THALASSA  H: 

men's  and  ladies' 
ISK  and  stainless  steel 
or  all  stainless  steel; 
ladies'  available  with 
optional  diamond  bezel; 
both  available  with 
lizard  strap. 
Men's  model 
shown;  S1595, 
Women's;  SH95. 


.^' 


When  You're  Ready  For 

A  Superb  Swiss  Watch, 

ft  Have  A  Superb  Swiss  Watch 

Ready  For  You. 


1^ 


Elegance.  Simplicity.  Luxury.  These  are  the  qualities 
we  build  into  every  watch  we  make.  Shown  here, 
the  new  THALASSA  II  collection,  designed  to 
incorporate  the  precision  and  lasting  good  looks 
of  the  finest  Swiss  watches.  Matchless  in  design, 
unsurpassed  for  accuracy,  THALASSA  II  sets  a 
new  standard  for  superb  Swiss  watchmaking. 


JEAN  LASSALE 

Geneve 


LANDMARK 

PHOENIX,  AZ 


STEFANO 

NEW  YORK,  NY 


LESTER  LAMPERT 


CHICAGO,  IL 
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The  Larger  Context 


Faced  with  the  failure  of  socialism,  some 
Christian  thinkers  argue  that  capitalism 
has  failed  just  as  badly.  They  refuse  to 
understand  why^  socialism  failed. 

THE  ECUMANIACS 


By  Michael  Novak 


Ecumania — a  disease  causing  a 
Christian  to  believe  that  every  oth- 
er church  is  better  than  his  own. 
People  subject  to  ecumania  seem 
also  vulnerable  to  the  belief  that 
every  other  social  and  economic 
system  is  better  than  their  own. 

Recently  I  came  upon  an  article 
by  the  director  of  the  Subunit  on 
Church  &  Society  of  the  World 
Council  of  Churches  for  whom  the 
collapse  of  Marxism  has  created  "a 
growing  ideological  crisis."  This 
crisis  arises  because,  while  commu- 
nism has  failed,  he  sees  capitalism 
as  having  failed  equally.  He  writes: 
"Listening  to  the  victims  of  capital- 
ist systems,  one  finds  that  many  of 
their  cries  echo  those  of  the  people 
who  have  been  oppressed  by  Marx- 
ist approaches." 

Thus,  this  troubled  church  staffer 
mourns  the  collapse  of  Marxism: 
"Marxism,  after  all,  has  functioned 
as  the  great  restrainer  of  capital- 
ism." And  he  now  worries  night  and 
day  about  a  new  danger:  "The  new 
temptation  is  to  believe  that  capi- 
talism— and  an  unfettered  market — 


Philosopher,  joumalisl  and  ex-US  ambas- 
sador Michael  Novak  directs  social  and  po- 
litical studies  at  the  American  Enterprise 
Institute  in  Washington,  DC  His  hook  The 
Spirit  of  Democratic  Capitalism  has  heeti 
widely  translated  around  the  world 


can  solve  human  aspirations  for 
economic  and  social  liberation." 
(Unfettered  is  a  word  only  anticapi- 
talists  use.) 

The  author  of  this  analysis,  Wes- 
ley Granberg-Michaelson,  urges  the 
ecumenical  movement  "to  take  up 
again  its  search  for  new  models  of 
societies."  Here  we  go  again.  These 
model-spinners  never  seem  to  learn 
any  lessons  from  the  failure  of  their 
old  models. 

Granberg-Michaelson  sounds 
positively  nostalgic  when  thinking 
about  socialism  as  "the  ideal  that 
societies  can  be  organized  according 
to  principles  other  than  those  that 
maximize  gain  for  a  privileged  few." 
He  also  sees  in  Marxism  "a  philo- 
sophical alternative  that  has  chal- 
lenged people  to  place  their  hopes 
and  efforts  with  the  aspirations  of 
the  poor." 

I've  news  for  this  gentleman:  The 
designers  of  America's  system 
achieved  all  this,  and  more. 

They  created  an  opportunity  soci- 
ety in  which  the  poor  moved  out  of 
poverty  by  the  millions,  attaining 
levels  of  well-being  beyond  the 
imaginations  of  their  grandparents. 
The  Statue  of  Liberty  beckoned  to 
all  the  world's  poor — but  not  that 
they  should  stay  poor. 

This  World  Council  of  Churches 
writer  makes  two  fundamental  mis- 
takes. First,  he  misreads  Adam 
Smith  when  he  writes:  "Adam 
Smith,  of  course,  argued  that  it  was 
precisely  the  exercise  of  an  individ- 
ual's selfish  pursuits  which,  when 
channeled  by  the  'invisible  hand'  of 
the  market,  led  to  the  well-being  of 
the  whole  society."  Nonsense. 
Smith  didn't  say  "selfish,"  he  said 
"self-interest."  The  self-interest 
Adam  Smith  discussed  is  far  from 


being  the  same  as  "selfish  pur- 
suits." The  interests  of  the  self  may 
be  grand,  wise,  communitarian, 
selfless,  heroic,  farseeing,  and  they 
may  display  many  other  noble  qual- 
ities; they  are  not  always  selfish. 

Granberg-Michaelson  comes  to  a 
bizarre  conclusion:  "Today  it  is  be- 
coming more  important  to  recog- 
nize the  similarities  between  these 
two  systems  [capitalism  and  social- 
ism), rather  than  their  differences." 
He  seems  to  believe  that  Switzer- 
land and  Lithuania  are  "similar  sys- 
tems," that  Poland  is  as  free  and 
prosperous  as  France.  Only  in  the 
"models"  of  the  World  Council  of 
Churches  are  capitalism  and  social- 
ism equivalent. 

We  should  all  pray  daily  for  the 
advance  of  realism  in  the  wcc.  To 
do  our  part,  we  should  establish 
some  workshops  for  staff  members 
in  practical  economics. 

One  other  thing  bugs  me  about 
Granberg-Michaelson's  way  of 
thinking.  He  claims  to  be  siding 
with  the  world's  poor,  but  fears 
mightily  that  if  "the  levels  of  high 
consumption  now  practiced  by  one- 
quarter  of  humanity  are  adopted  by 
all  humanity,"  this  "would  result  in 
worsening  by  20  times  the  present 
damage  to  the  world's  ecological 
life."  He  suggests  to  the  poor  that 
they  should  remain  poor  so  that  he 
can  realize  his  own  vision  of  eco- 
logical purity.  He  shows  no  confi- 
dence at  all  in  the  human  creativity 
that  is  now  being  summoned  forth 
to  protect  and  to  improve  the 
environment. 

Finally,  our  analyst  in  Geneva 
seems  to  think  that  traditionalist 
Third  World  countries  that  repress 
dissent  are  capitalist.  In  fact,  very 
few  of  those  countries  are.  Yes,  they 
recognize  private  property,  markets 
and  profits.  But  these  three  charac- 
teristics are  as  old  as  the  Bible.  Pri- 
vate property,  markets  and  profits 
are  precapitalist. 

A  few  Third  World  countries  do 
actually  follow  "the  capitalist  mod- 
el"— setting  in  place  the  legal  and 
social  conditions  for  invention,  en- 
terprise and  opportunity  for  the 
poor.  But  they  quickly  become  so 
successful  that,  alas,  they  are  no 
longer  referred  to  as  Third  World. 
Their  growing  middle  class  soon  de- 
mands democracy,  too,  and  plural- 
ism. That  is  what  "democratic  capi- 
talism" means.  In  rejecting  capital- 
ism, the  World  Council  of  Churches 
is  also  rejecting  the  foundations  of 
democracy.    ■ 
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Hve  years  ago  the  Pitcaim  family  bailed 
out  of  their  107 -year-old  investment  in 
Pittsburgh's  PPG  Industries.  Then  the  com- 
pany took  off  and  the  heirs  are  returning. 


Buying  back  the 
family  jewels 


By  Alyssa  A.  Lappen 


It's  often  hard  for  a  family  to  know 
iwhen  to  get  out  of  an  investment  it 
has  held  for  years.  Particularly  if  it's  a 
company  started  by  a  relative  more 


than  100  years  ago. 

That's  what  faced  the  heirs  of  John 
Pitcaim,  who  cofounded  Pittsburgh 
Plate  Glass  back  in  1883.  In  1985  they 
still  owned  more  than  15%  of  ppg 
Industries,  a  stake  worth  hundreds  of 


PPG  Industries  Chairman  Wince  Sami 
It  waa  change — or  get  out. 
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millions  of  dollars.  But  more  than 
money  was  at  issue.  "We  had  a  long 
tradition  of  looking  at  glass  windows 
and  paint  on  cars  and  houses  and  tak- 
ing pride  in  the  fact  that  our  great- 
grandfather had  started  it  all,"  says 
Dirk  Junge,  42,  vice  chairman  of  the 
Pitcaim  family  money  management 
concern  that  watches  over  the  fami- 
ly's estimated  $1  billion  fortune. 

But  the  353  family  members  all  had 
different  financial  needs,  which  were 
hard  to  meet  with  their  monolithic 
investment.  And  though  the  Pitcaims 
hadn't  any  quarrels  with  manage- 
ment, PPG  was  an  old-line  industrial 
behemoth  peddling  some  $4  billion  in 
cyclical  commodity  products.  So  the 
Pitcaim  heirs  reluctantly  sold  their 
stake  back  to  the  company  for  $530 
million. 

In  retrospect,  maybe  they  should 
have  kept  the  stock  in  the  family.  Not 
only  did  they  reduce  their  capital  by 
some  $100  million  paid  out  in  capital 
gains  taxes,  but  ppg's  sales  have 
reached  nearly  $6  billion,  earnings 
have  grown  more  than  50%,  to  $465 
million  last  year,  and  ppg  stock  more 
than  doubled  before  falling  back  a  bit 
in  the  current  market  to  a  recent  44 '/s. 
Today  the  Pitcaim  stake  would  be 
worth  almost  $1  billion. 

The  fellow  who  gets  much  of  the 
credit  for  the  company's  performance 
is  Vincent  Sami,  62,  who  was  named 
chairman  a  year  before  the  heirs  sold 
out.  At  the  time  he  took  over  in  1984, 
Sami,  the  son  of  Italian  immigrants, 
had  spent  16  years  with  the  company, 
rising  from  a  marketing  vice  president 
in  1968  to  chemicals  head  in  1975  and 
vice  chairman  in  early  1984. 

Sami  knew  the  company  intimate- 
ly. He  saw  its  problems.  But  he  also 
saw  its  potential — if  he  could  add 
new,  higher-margin  products,  build 
overseas  sales  and  halt  the  creeping 
Parkinsonian  bureaucracy  that  was 
stifling  the  company's  ability  to  react 
to  challenges. 

These  goals  were  printed  in  an  un- 
imposing-looking  little  pamphlet 
dubbed  "Blueprint  for  the  Decade," 
which  Sami  distributed  to  every  ppg 
employee.  He  then  began  disseminat- 
ing these  ideas  personally  on  trips  to 
ppg's  75  major  plants. 

At  first  many  old  ppg  hands  didn't 
take  him  seriously.  They  soon  learned 
otherwise.  It  was  change — or  get  out. 
In  1987,  for  example,  Malcolm 
Slaney,  a  ppg  vice  president,  retired 
after  a  disagreement  over  Sarni's  new 
participatory  style.  When  the  com- 
pany's vice  chairman  and  president 
retired  in  1988,  Sami  didn't  replace 
them,  eliminating  an  entire  level  of 
management.  Overall,  he's  cut  the 
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Structural  Integrity. 


At  Bank  of  America,  we  recognize 
that  the  whole  is  only  as  strong  as  the 
linkage  among  the  parts.  Which  is  why 
we  believe  so  strongly  in  relationship 


banking:  people  who  understand  your 
business  delivering  the  services  you 
need  in  an  integrated  manner  Resulting 
in  greater  financial  strength. 


The  Golden  Gate  Bridge, 
photographed  by  Michael  Kenna. 


Bank  of  America 


HOME  STRETCH 


t  SAA  we  order  our  aircraft 
custom-tailored  not  to  suit  us, 
but  to  suit  our  passengers.  This 
gives  you  that  rare  commodity  in 
an  airliner...  room.  Unlimiited  room 
inourfamious  VIP  Blue  Diamond 
Class.  Room  to  work  in  Gold 
Class .  And  in  Silver  Class ,  room 
to  cross  your  legs  in  civilized 
comifort. 

All  of  which  means  that  in 
the  long  run  you  can  stretch  out 
asif  at  home. 

And  that,  together  \A/ith  our 
incomparable  service  and  cui- 
sine, is  a  very  pleasant  way  to 
spend  your  flight. 

For  more  information, 
con  tact  your  travel  agent  or  call 
1  -800-722-9675.  In  New  York 
C212)  826-0996 


l-oiiiukr  JdIvi  Pitaiirfi 

The  family  is  buying  PPQ  again. 

work  force  by  nearly  8%,  to  35,000| 
Several  middle-  and  upper-middle 
level  managers  are  gone. 

Like  a  prime  minister  shuffling  hi: 
cabinet,  Sarni  moved  his  major  divi 
sion  heads  to  other  divisions,  provid 
ing  new  blood  to  tired  operations 
Corporate  planner  Richard  Rompala] 
43,  took  charge  in  chemicals.  Chemi 
cals  head  Robert  Duncan,  51,  movec 
to  glass.  Glass  man  Eugene  Mosier 
51,  took  over  in  coatings  and  resins. 

"Any  time  you  take  a  seasoned  ex 
ecutive  away  from  something  ht 
knows  like  the  back  of  his  hand 
there's  a  risk,"  Sarni  notes.  "But  we 
wanted  the  groups  to  get  new  leader 
ship."  Whoever  performs  best  has  a 
good  shot  at  Sarni's  job. 

The  shuffling  has  already  paid  off 
Take  chemicals.  High-margin  prod- 
ucts like  silicas  and  swimming  pooi 
chemicals  already  account  for  a  quar 
ter  of  that  group's  $  1 .2  billion  in  sales 
But  Rompala,  a  gregarious  chemical 
engineer  and  former  Olin  manager, 
wants  the  ratio  to  rise  to  50%.  So  in 
1988  he  sold  his  sluggish  agricultural 
chemicals  businesses  and  acquired  a 
fast-growing  business  in  surfactants — 
slippery  ingredients  for  everything 
from  lipstick  to  kosher  foods.  He's 
also  launched  a  joint  venture  with  a 
French  eyeglass  firm  to  push  a  new 
PPG  plastic  that  changes  color  in  dif- 
ferent lights  and  protects  against  ul-^ 
traviolet  rays.  Such  worldwide  expan- 
sion, along  with  the  weak  dollar,  is 
helping  to  increase  ppg's  foreign  sales 
In  the  last  five  years,  sales  outside  the 
U.S.  have  grown  by  50%. 

The  Louisianan  running  the  glass 
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TO  MAKE  SURE  YOUR  CHILD  CAN  GO 
TO  COLLEGE,  APPLY  YOURSELF  NOW. 

The  possibility  that  you  may  not  be  able 
to  afford  to  send  your  child  to  college  is  difficult 
to  accept.  But  wnen  you  consider  that  the  average 
cost  of  one  year  at  a  private  college  will  be 
around  S27,000  in  1999  and  $47,000  in  2008,  that 
possibility  is  all  too  real, 

Qearly  to  send  your  child  to  college  will  take 
solid  planning -starting  right  now 

That's  where  The  New  England 
comes  in.  Our  representatives  will  help 
you  create  a  long-term  plan- funded  by 
life  insurance,  mutual  funds,  and /or 
tax -advantaged  vehicles -that  will  allow 
you  to  maintain  your  current  life -style 
while  you  fund  your  child's  future.  In 
other  words,  they'll  design  a  plan  that  allows  your 
family  to  live -and  learn. 

For  our  free  booklet,  "Education  Funding"  call 
l-800-(562-2448,  Ext.537.  And  start  doing  your 
homework  today 

The  New  Eng|[and.  Your  Financial  Partner, 
\bur  Financial  Future. 


Qq  The  New  England 

BBJJW     Your  Financial  Partner 


The  name  "The  New  England"  and  the  monogram  are  registered  service  marks  of 
New  England  Mutual  Life  Insurance  Company,  Boston.  Massachusettsr 
Securmes  products  are  offered  by  New  Englancl  Securities  Corporauon 


htroducing  this  year's 
best  performance.  Solo. 


Once  again,  Compaq  unleashes  a  series  of  stun- 
ning performances. 

The  new  COMPAQ  DESKPRO  486/33L  and 
COMPAQ  DESKPRO  386/33L  Personal  Computers  are 
single-user  PCs  that  deliver  the  utmost  in  power. 

And  33-MHz  486  models  of  the  COMPAQ 
SYSTEMPRO  Personal  Computer  System  strengthen 
its  position  as  the  network  server  without  equal. 

For  individuals, 
our  powerful  new 
desktops  extract  the 
highest  performance 
from  Intel's  33-MHz 
486  and  386  micro- 


processors. So  you  can  run  the  most  complex  CAD/CAE 
scientific  and  business  applications  faster  than  ever.  You 
can  also  take  advantage  of  SCO's  UNIX  operating  system 
and  Microsoft's  Windows.  Plus  run  the  thousands  of 
industry-standard  software  products  available  under 
Microsoft's  MS-DOS  and  MS  OS/2. 

Both  machines  fulfill  your  need  for  speed.  They're 
optimized  with  high-speed  cache  memory  designs,  fixed 
disk  drives  and  powerful  Extended  Industry  Standard 
Architecture  (EISA).  So  nothing  slows  you  down. 

Both  offer  unequaled  growth  potential  with  seven 
EISA  expansion  slots  plus  internal  room  for  up  to  100 
MB  of  RAM  and  1.3  GB  of  mass  storage.  The  COMPAQ 
DESKPRO  386/33L  also  offers  an  upgrade  path  to 

COMPAQ,  DESKPRO,  SYSTEMPRO,  Reiflslered  V  S  PalenI  and  Trademark  Olfiie  UNIX  is  a  rfgislered  trademark  o(  AT&T 
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the  power  of 
486  technology. 
For  networks, 
the  COMPAQ  SYSTEMPRO  Family  now  delivers  the 
ability  to  employ  one  or  two  33-lVIHz  486  or  386  micro- 
processors. It's  power  you  can  put  to  work  in  the  broad- 
est range  of  connected  environments,  from  resource 
sharing  to  departmental  database  management. 

Inside  you'll  find  innovations  like  a  512-Kbyte 
ServerCache  design,  EISA  1/0  performance  and 
drive  array  technology.  Plus  the  ability  to  use  up  to  11 
expansion  slots  and  store  up  to  4.28  GB  of  data. 

These  innovations  are  complemented  by  the 
COMPAQ  DESKPRO  386N  and  COMPAQ  DESKPRO 


286n  Personal  Computers,  PCs  designed  with  specific 
network  features.  Put  them  all  together  with  Novell's 
NetWare,  Microsoft's  LAN  Manager,  SCO's  UNIX  or 
other  industry-standard  network  or  multiuser  operat- 
ing systems  and  you'll  get  the  greatest  performance  to 
ever  hit  the  networks. 

And  the  one  place  to  see  these  performances  live  is 
your  Authorized  COMPAQ  Computer  Dealer.  For  the  near- 
est location  and  more  information,  call  1-800-231-0900, 
Operator  131.  In  Canada,  1-800-263-5868,  Operator  131. 


comPAa 


It  simply  works  better. 


'roduct  names  menlioned  herein  may  be  trademarks  and/or  registered  trademarks  of  their  respective  companies  '-9  1990  Compaq  Compuler  Corporation  All  rights  reserved 
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Model fiberf>lass  funuice  at  PPCi's  research  center  near  Pittsburgh 
Sami  plans  to  keep  right  on  spending. 


business,  Robert  Duncan,  has  a  laid- 
back  style,  but  don't  underestimate 
him.  In  the  past  two  years  he's  rebuilt 
four  furnaces,  opened  three  new  U.S. 
plants,  started  joint  ventures  in  Vene- 
zuela and  Taiwan  and  bought  Silenka, 
a  European  fiberglass  maker. 

Half  of  pi'g's  $2.3  billion  in  glass 
sales  still  go  into  construction  and 
new  autos,  industries  that  have  been 
sluggish  for  months  now.  But  here, 
too,  ppg's  strategy  is  to  innovate  con- 


tinually. Duncan's  group  launches 
around  25  new  premium-priced  goods 
each  year — things  like  heat-absorbing 
glass  and  high-strength  fiberglass  for 
use  in  fiber-optic  cables  or  replacing 
metals  in  storage  tanks  and  pipes;  in 
several  areas,  ppg  is  winning  business 
from  steel  companies.  Duncan  has 
also  expanded  the  distribution  of 
automotive  glass  replacement  prod- 
ucts, a  wise  move  should  financially 
strapped  consumers  keep   their  old 


cars  longer. 

ppg's  biggest  success  may  be  i: 
paints  and  resins.  There,  straitlace 
Harvard  M.B.A.  Mosier  has  opened  1 
plants  near  captive  North  Americ 
automakers  since  1987.  ppg  now  sup 
plies  the  big  three  U.S.  automakers 
as  well  as  all  the  Japanese  transplant 
in  the  U.S.  and  Europe — and  is  ex 
tending  its  reach  into  auto  interior 
and  aftermarkets,  too. 

In  the  last  two  years  ppg  has  spent! 
almost  $2  billion  on  research  and  de-| 
velopment,  capital  improvements  an 
acquisitions.  But  total  debt  remains 
manageable  40%  of  capital;  with  $75' 
million   in   yearly   cash   flow,    Sarni 
plans  to  keep  right  on  spending. 

"We're  looking  for  technology, 
products  or  market  share  to  blend 
with  our  current  businesses,"  he  says. 
"If  there's  a  recession,  of  course  it  will 
affect  us,"  he  adds.  But  the  betting  is 
that  PPG  will  continue  to  increase  its 
shares  in  various  markets  and  that  its 
sales  and  earnings  will  fall  but  slight- 
ly, and  perhaps  not  at  all. 

What  of  the  Pitcairn  heirs?  Im- 
pressed by  Sarni,  their  family  busi- 
ness has  started  buying  ppg  stock 
again;  the  company  is  now  among  the 
family's  top  ten  holdings  of  publicly 
traded  companies.  Too  bad  they 
pulled  out  in  the  first  place  and  paid 
all  those  capital  gains  taxes.  ■ 


Can  the  company  that  makes  and  markets 
apparel  for  Ralph  Lauren  and  Yves  Saint 
Laurent  do  well  by  Arrow  shirts  and  Gold 
Toe  socks?  Maurice  Bidermann  paid  $410 
million  to  prove  that  it  will. 


Mass  meets  class 


By  Katherine  Weisman 


WILL  $10  Gold  Toe  socks  and 
$20  Arrow  shirts  really  mix 
with  $590  Ralph  Lauren  cash- 
mere sweaters  and  $495  Yves  Saint 
Laurent  suits?  That's  just  one  of  the 
breathless  questions  swirling  around 
the  volatile  fashion  business  these 
days,  as  Seventh  Avenue  tries  to  fig- 
ure   out    why    Maurice    Bidermann 
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agreed  last  March  to  pay  West  Point- 
Pepperell  $410  million  for  Cluett, 
Peabody.  (West  Point-Pepperell  was 
an  important  part  of  William  Farley's 
fast-unraveling  empire.) 

On  the  face  of  it,  the  deal  was  a  bit 
odd.  Cluett,  Peabody — which  has  had 
three  owners  in  the  past  five  years — is 
best  known  for  its  mass-marketed  Ar- 
row shirts  and  Gold  Toe  socks.  Arrow 
has  about  45%  of  the  U.S.  men's  shirt 


market  in  the  $20  to  $25  range.  Gold 
Toe  has  about  40%  of  men's  socks  in 
its  price  segment.  Together  the  lines 
accounted  for  about  75%  of  Cluett's 
1989  sales  of  $620  million.  By  con- 
trast, $550  million  (sales)  Bidermann 
Industries,  the  American  subsidiary 
of  Paris-based  Bidermann  S.A.,  is 
known  for  the  licenses  it  has  held 
over  the  years  from  such  upmarket 
French  designers  as  Karl  Lagerfeld  and 
Yves  Saint  Laurent,  as  well  as  Calvin 
Klein  and  Ralph  Lauren. 

Why  did  the  purveyor  of  class  buy 
one  of  mass?  Because  as  Bidermann 
painfully  learned  a  few  years  back, 
fashion  can  be  a  dangerously  volatile 
business.  He  hopes  to  bring  to  it  the 
stability  afforded  by  moderately 
priced  shirts  and  socks. 

Bidermann  S.A.  was  founded  in  the 
mid- 1920s  by  Georges  Bidermann,  a 
distant  uncle  of  current  chairman 
Maurice  Bidermann's.  By  1952,  when 
Maurice  joined  the  company,  it  was  a 
small  clothing  manufacturer.  He  took 
over  in  1956,  and  expanded  capacity 
by  buying  plants  throughout  France. 
Bidermann,  after  working  briefly  with 
Pierre  Cardin  as  a  manufacturing  con- 
tractor, opened  a  New  York  office  in 
1973  and  launched  the  Yves  Saint 
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THE  MOST 
ATTRACTIVE 
PART  MIGHT 
JUST  BE  THE 

COMMUTE. 

We're  not  suggesting  that 
British  Airways'  Club®  Class 
will  influence  your  career 
decisions.  Then  again,  we're 
not  saying  it  won't.  Gourmet 
cuisine  served  on  Royal 
Doulton*  china,  vintage  wines, 
crgonomically  designed  seats 
and  the  most  attentive  service. 
When  you  add  up  all  the  bene- 
fits, it's  easy  to  see  why  the 
commute  can  be  considered 
one  of  the  most  attractive  perks. 
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British  AIRWAYS 

The  worlds  favourite  airline!  ,^r 
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You  want  your  bookcase  to  match 
your  new  curtains?  No  problem  -  just  go 
to  any  good  paint  store.  Redecorating  an 
entire  urban  center  with  the  colors  found 
in  200-year-old  paintings,  prints  and  archi- 
tectural drawings,  however,  is  a  problem 
of  a  somewhat  different  order.  For  this 


you  need  a  company  like  Akzo  to  do  the  job. 
Ten  years  ago,  the  old  town  center 
of  Turin  was  shrouded  in  a  drab,  mono- 
chrome ocher  yellow  -  the  result  of  cen- 
turies of  weathering  and  neglect.  The  orig- 
inal color  scheme,  rediscovered  by  two 
Italian  architects  in  museums  and  archives. 


was  analyzed  by  Akzo  and  faithful 


ec 


produced  in  modern, affordable coati  -^^ 

Turin  now  boasts  one  of  the 
beautiful  inner  cities  anywhere  in  the 
world,  and  one  that  serves  as  a  s 
of  inspiration  to  many  others.  Barc<i  ,5^ 
for  example,  recently  decided  to    ^^^ 
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i^hfijle  the  past  splendor  of  the  Ramblas, 
s  most  famous  boulevard,  in  time 
16  coming  Olympic  Games, 
too,  Akzo  has  been  asked  to  help, 
f  you  would  like  to  know  more  about 
•atings  or  other  activities  in  the  fields 
iimicals,  fibers,  salt  and  health 


care,  please  write  to  Akzo  America  Inc.,  Corp. 
Comm.  Dept,  111  West  40th  Street,  New  York, 
N.Y.  10018.  With  some  70,000  people 
working  in  50  countries  we're  one  of  the 
largest  chemical  companies  in  the  world. 

CRE/VriNG  THE  RIGHT  CHEMISTRY. 


AKZO 


Laurent  menswear  line  here  that  year. 
It  was  a  smash  hit.  Daniel  Hechter 
was  the  next  French  designer  for  Bi- 
dermann's  stable.  Licenses  for  Calvin 
Klein  and  Ralph  Lauren  came  later. 

"We  dominated  the  industry.  No 
one  could  push  us  around,"  says  Allen 
Tucker,  who  was  chief  executive  of 
Calvin  Klein  Menswear  from  1977  to 
1982  and  is  now  president  of  Anne 
Klein  Sport.  "Our  line  was  do  it  our 
way,  or  we  won't  ship." 

That  kind  of  arrogance  rarely  gets 
one  very  far,  even  on  Seventh  Avenue. 
In  the  1980s  Bidermann  began  feeling 
new  competition  from  the  more 
loosely  styled  Italian  designs,  which 
started  to  edge  out  Bidermann's  more 
formal  French  cuts.  Turin,  Italy's 
Gruppo  GFT,  in  particular,  began  im- 
porting the  phenomenally  successful 
Giorgio  Armani,  Ungaro  and  Valen- 
tino lines.  Under  its  aggressive  chief 
executive,  Guido  Petruzzi,  Gruppo 
GFT  rubbed  salt  in  Bidermann's 
wounds  by  snaring  some  of  Bider- 
marm's  top  managerial  talent 


Bidermann's  initial  reaction  to  this 
competition  was  disastrous.  He  began 
pushing  volume  at  the  expense  of 
quality.  Soon  some  of  his  biggest  li- 
censors began  to  defect.  Calvin  Klein, 
which  represented  about  20%  of  Bi- 
dermann's sales,  bought  back  its  li- 
cense in  1986.  "It's  clear  we  were 
looking  to  sell  a  different  customer 
than  they  were,"  sniffs  Calvin  Klein 
President  Barry  Schwartz.  That  same 
year,  a  license  with  Karl  Lagerfeld,  a 
top  designer  of  women's  fashions,  was 
discontinued. 

Then  one  of  Bidermann's  biggest 
remaining  names,  Yves  Saint  Laurent, 
complained  about  Bidermann's  man- 
ufacturing quality.  Saks  Fifth  Avenue 
and  Bloomingdale's  dropped  the  Yves 
Saint  Laurent  line  altogether.  "Fed  up 
with  $12  signature  polyester  ties," 
says  a  source  close  to  both  companies, 
chastened,  Bidermann  has  recently 
been  working  with  Yves  Saint  Lau- 
rent, upgrading  the  collection. 

The  Cluett,  Peabody  acquisition  is 
a  further  attempt   to  restore  Bider- 


Ridermmm  Industries'  Guido  J'c/nizzi  cnid  Maurice  liiderfnanu 
Trying  to  make  a  comebacic  with  shirts  and  sochs. 


mann's  tarnished  image.  "What  mo 
could  you  dream  of?"  asks  Mauri 
Bidermann  of  the  Cluett  acquisitio] 
and  the  clout  his  new  labels  give  hi 
Properly  marketed,  they  could  gene: 
ate  enough  revenues  to  help  stabili 
the  more  volatile  designer  lines. 

Some  Seventh  Avenue  executiv 
agree.  "They  have  something  goi 
for  them  which  they  didn't  have  b 
fore,  which  is  an  enormous  base 
says  Kenneth  Kolker,  a  senior  Ma 
Co.  executive. 

Bidermann    isn't    eager    to    reve 
what  he  is  actually  going  to  do  wit 
Cluett.  But  there  are  several  areas  i 
which  Bidermann  might  expand  sal 
and  create  synergies  with  other  asse 
he   owns.    For   example,    Gold   Tol 
doesn't  have  the  same  global  presenc] 
as  Arrow  Shirts,  so  Bidermann  mig] 
pursue  joint  ventures  or  new  intern 
tional  licensing  agreements  for  th 
sturdy  socks  line. 

Arrow,  meanwhile,  must  change  it| 
white-bread  image.  Few  people  kno 
it  sells  more  than  polyester-cotto 
blend  shirts.  In  fact,  there  ar 
shirts  with  pima  cotto 
blends  and  French  cuffd 
which  retail  for  up  to  $35 
Bidermann  could  usi 
duett's  manufacturini 

plants  to  make  shirts  or  suiti 
for  Bidermann  designers  likl 
Bill  Robinson,  whose  men'j 
suits  sell  for  $600. 

Bidermann  isn't  managing 
the  new  businesses  himseli 
In  July  1989,  in  an  act  o| 
sweet  revenge,  he  snareq 
Guido  Petruzzi  away  fror 
Gruppo  GFT  and  named  hir 
chief  executive  of  Biderl 
mann  Industries.  A  keer 
marketer,  Petruzzi  is  alread\^ 
a  comforting  figure  to  beleaj 
guered  retailers.  Blooming! 
dale's  has  reintroduced  Yve^ 
Saint  Laurent  menswear  foj 
this  fall,  after  seeing  the 
line's  better-coordinated 
pieces  and  pure  silk  ties.  Pel 
truzzi,  says  Bloomingdale'g 
Chairman  Marvin  Traub,  ig 
"more  important  to  us  thar 
the  Cluett  acquisition."  Bu< 
industry  sources  who  once 
were  confident  that  Petruzzjj 
could  revamp  Bidermann's 
designer  business  have  yetj 
to  be  impressed. 

With  new  shirts  and  socksj 
Maurice  Bidermann  is  trying 
to  make  a  comeback.  It  may 
work.  But  with  a  possible  re-j 
cession  looming  and  con-^ 
sumer  spending  down,  it] 
won't  be  easy.  ■ 
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Whatever  your  financial  needs, 
our  numbers  give  you  an  edge. 
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The  Principal  Edge.® 

$26,500,000,000.  With  over 
$26  billion  in  assets  under  man- 
agement, The  Principal  Financial 
Group®  is  one  of  America's  strongest 
financial  services  organizations. 
7,500,000.  Our  individual  and  employee 
benefit  customers  now  number  seven  and 
a  half  million,  and  growing. 
.  ^  110.  For  more  than  110  years,  The  Principal®  has 

been  tailoring  products  and  services  that  give 
individuals  and  businesses  an  advantage. 
99%.  Our  accuracy  rate  on  claims.  What's  more,  we're 
one  of  only  13  U.S.  insurance  companies  in  2000  to  earn 
Moody's  top  rating  (Aaa)  for  claims  paying  ability. 
5.  Offering  flexible,  personalized  products  helped  Principal 
Mutual  Life  Insurance  Company  become  the  5th  largest 
life  company  in  the  U.S.  last  year,  based  on  premium  income. 
But  we  haven't  forgotten  who's  number  one. 
1.  You.  Because  at  The  Principal,  we  want  you  to  feel  like 
you're  our  only  customer. 

It  all  adds  up  to  an  edge  you  can't  get  with  any  other  financial 

services  organization. 

T^e  Principal  Edge.  To  learn 

more  about  it,  call  toll  free: 

1-800-633-0323. 

I   The  Principal  Financial  Group, 

'  711  High  Street, 

Des  Moines,  lA  50392-0150. 
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Daewoo  Heavy  Industries  Ltd. 


k  OF  Heavy  Industry. 
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For  decades,  Daewoo  has  proven 
its  manufacturing  might  with 
some  of  the  hardest  assignments 
in  heavy  industry.  Daewoo  Heavy 
Industries  makes  diesel  engines, 
rolling  stock,  forklifts,  excavators, 
bulldozers  and  loaders,  as  well  as 
the  most  specialized  industrial 
robots  and  machine  tools.  And,  in 
the  last  five  years,  Daewoo  has 
become  a  growing  presence  in 
aeronautics,  completing  a  series 
of  high-precision  commercial  and 
military  assignments  for  the 
world's  most  respected  names  in 
aviation.  For  more  information  on 
a  full  range  of  heavy  machinery 
that  has  proven  its  worth  all  over 
the  world,  call  Daewoo. 

Daewoo  Heavy  Industries  ltd.  (201)  438-8288 


The  Universal  Language  of  Quality. 


This  Wing  Will  Help  You  Fly  Through  Seoul. 

At  Korean  Air,  we  think  you  should  move  as  quickly  and  comfortably  on  the  ground,  asyoi 
do  in  the  air.  That's  why  our  new^ Terminal  at  Kimpo  Airport  in  Seoul  is  so  uncrowded  anc 
efficient.  And  with  over  a  hundred  connecting  flights  throughout  Asia,  it's  the  perfect  Gat 
w^ay  to  the  Orient.  So  fly  us  to  Seoul  and  beyond.  V^e  take  care  of  you  from  the  ground,  uj 

KSRE4NAIR 

The  Spirit  of  Korea  is  in  the  Air." 


Ralph  Nader  went  to  Russia  recently,  but  the  locals  weren  V  much 

impressed  with  his  warnings  about  the  threat  private  interests  pose  to 

the  general  weal.  Maybe  they  sensed  what  most  Americans  don  V;  that 

Nader  himself  is  at  the  center  of  a  web  of  sometimes  predatory, 

frequently  secretive,  private  interests. 


Ralph  Nader,  Inc. 


By  Peter  Brimelow 
and  Leslie  Spencer 


CONSUMER  crusader  Ralph 
Nader  recently  visited 
Moscow,  along  with  the 
cameras  of  cbs'  60  Min- 
utes, for  a  show  to  be  aired 
this  fall.  According  to  an  account  in 
New  York's  Village  Voice,  Nader  was 
"shocked"  when  a  Soviet  official 
praised  free-market  economist  Milton 
Friedman.  He  "protested"  that  plans 
to  privatize  Soviet  television  might 
give  opportunities  to  Western  corpo- 
rations. And,  taken  aback  by  the  com- 
plaints of  Russian  consumers  stand- 
ing in  line  for  hours,  he  suggested: 

"Some  people  say  that  because  the 
Soviet  people  have  to  stand  in  line,  it 
gives  them  time  to  reflect  and  become 
philosophical." 
The  entire  crowd  laughed  at  him. 
Americans,  however,  are  not  laugh- 
ing at  Nader — yet.  Indeed,  when  in- 
surance executives  were  planning 
their  futile  $30  million  effort  to  defeat 
California's  Proposition  103,  the  auto 
premium  roll-back  and  regulation  ini- 
tiative that  threw  the  industry  into 
chaos  in  1988,  they  shrank  from  at- 
tacking Nader  directly  although  he 
was  campaigning  as  the  measure's 
most  visible  advocate.  Their  cowardly 
,  rationale:  Polls  showed  he  was  simply 
too  popular. 

Nader's  popularity  is  based  on  an 
almost  unchallenged  perception:  that 
he  is  "Saint  Ralph,"  as  Neu^  Republic 
magazine  once  put  it.  "In  all  statisti- 


Tije  wagei  of  virtue f' 

Neighbors  say  Nader  has  lived  here  since  the  early  1970s. 
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cal  probability,  at  least  several  dozen 
of  you  who  are  reading  this  issue  of 
the  New  Republic  would  be  dead  today 
if  Nader  hadn't  single-handedly  in- 
vented the  issue  of  auto  safety, "  wrote 
editor  Michael  Kinsley,  now  co-host 
of  cnn's  Crossfire  and  one  of  many  ex- 
Nader  employees  strategically  placed 
in  the  elite  media:  "Ralph  is  living 
proof  that  there  isn't  much  difference 
between  a  fanatic  and  a  saint." 


tently  bought  better,  safer  cars  as  they 
became  available  and  affordable. 

But  there  is  an  even  more  pervasive 
myth  about  Nader.  As  ex-Nader  aide 
Gary  Sellers  once  put  it:  "Because 
Ralph  is  self-sustaining,  he  is  respon- 
sible only  to  his  own  conscience.  The 
others  aren't — they're  in  the  middle 
of  a  web  of  interests,  and  they  have  to 
compromise  their  ideals  to  protect 
present  income  or  future  sources." 


AI'\luli*orkl 


The  itujuisition  of  General  Motors.  Semi- 
tors  Abe  Ribicqff  and  Robert  Kennedy 
flank  counsel  Jerome  Sonosky  (above), 
grilling  GM  Chairman  James  Roche 
(right)  at  1966  Senate  hearing 

But  saints  attract  myths  as  well  as 
miracles.  Nader  did  not  single-hand- 
edly invent  the  auto  safety  issue.  For 
example.  Senator  Abraham  Ribicoff 
(D— Conn.)  had  long  been  interested  in 
the  cause.  He  was  actually  dramatiz- 
ing his  own  proposed  legislation  on 
the  famous  occasion  in  1966  when  he 
dragged  groveling  General  Motors  ex- 
ecutives before  his  subcommittee  to 
confess  that  they  had  indeed  set  de- 
tectives onto  Nader,  whose  Unsafe  At 
Any  Speed  attacked  their  Corvair. 

Nor  do  statistics  necessarily  sug- 
gest that  a  Nader  miracle  has  protect- 
ed the  New  Republic  subscription  list. 
The  fact  is  that  U.S.  traffic  fatalities 
per  100  million  miles  traveled  had 
fallen  rapidly  throughout  the  century, 
from  24  m  1921  to  5.3  in  1965.  They 
have  continued  to  fall  since,  to  a  re- 
cent 2.2.  In  1965  the  U.S.  traffic  fatali- 
ty rate  was  about  the  lowest  in  the 
world — and  it  still  is.  Arguably,  sheer 
economic  growth  and  technological 
improvement  have  been  the  decisive 
factors  here:  Americans  just  consis- 
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Last  year  Forbes  found  evidence 
that  Nader  had  not  in  fact  miracu- 
lously levitated  above  the  "web  of 
interests"  in  which  other  human  be- 
ings are  caught,  but  instead  was  inti- 
mately entwined  with  a  group  of"  rich 
lawyers:  the  plaintiff  bar. 

Our  1989  survey  of  the  best-paid 
lawyers  in  America  revealed  that  the 
top  legal  looters  are  not  Ivy  League 
corporate  paper-pushers  in  Wall 
Street  firms,  but  obscure  plaintiff  at- 


torneys around  the  covmtry — special 
ists  in  suing,  often  in  personal  injur, 
cases.  They  are  getting  rich  from  th 
interaction  of  contingent  fees,  whiclj 
get  them  30%  to  40%  of  any  damagi 
award  in  addition  to  expenses,  and  th 
litigation  explosion  resulting  fron, 
the  rewriting  of  "tort"  law,  coverini 
personal  injury  and  accidents,  by  j 
generation  of  reformist  judgel 
(Forbes,  Oct.  16,  1989).  \ 

By  rich,  we  mean  very  rich.  Tota: 
contingent  fee  payments,  excluding 
expenses,  are  now  estimated  to  ex 
ceed  $10  billion  a  year  and  to  be  ris 
ing.  Forbes  identified  at  least  61 
plaintiff  attorneys  who  made  mor 
than  $2  million  in  each  of  the  previ 
ous  two  years.  Top  moneymaker  ii 
1988:  Houston's  Joe  Jamail,  with  $45' 
million  to  $600  million. 

Perhaps  out  of  an  uneasy  con 
science,  the  plaintiff  attorneys  wer 
eager  to  tell  us  about  their  financia 
support  of  the  noble  Nader. 

"We  are  what  supports  Nader,"  sai( 
Pensacola's  Frederic  Levin  ($7.5  mil 
lion,  1988  income).  "We  contribute  t( 
him,  and  he  fundraises  through  us.' 
"We  support  him  overtly,  covertly,  ii 
every  way  possible,"  said  San  Auto 
nio's  Pat  Maloney  ($6  million), 
should  think  we  give  him  a  huge  per 
centage  of  what  he  raises." 

Why?  Says  Austin's  Bob  Gibbini 
[%3>.7  million):  "Nader  supports  all  o 
our  issues,  and  we  support  all  of  his.' 

The  most  visible  aspect  of  this  mu 
tual  support  is  the  devastating  bom 
bardment  of  unfavorable  publicity 
that  Nader  and  his  affiliates,  througi 
their  unrivaled  media  contacts,  arjm 
able  to  bring  down  on  corporation; 
which  are  simultaneously  defending  i 
product  liability  issue.  Nader  organi 
zations  have  collaborated  in  such  re 
cent  firestorms  as  the  Audi  5000's 
alleged  "sudden  acceleration,"  which 
government  investigators  subse- 
quently showed  to  be  totally  false. 

Regardless  of  the  merits,  bad  pub- 
licity can  cripple  a  defendant's  busi 
ness  and  compel  him  to  consider  set 
tling  out  of  court  in  the  hope  of  a  quiet 
life — generally  the  most  profitable 
outcome  for  the  plaintiff  attorneys. 
And  for  Nader,  successful  lawsuits 
are  just  another  way  of  imposing  his 
policy  prescriptions,  despite  the 
plaintiff  attorneys'  expensive  rakeoff 

When  American  Tort  Reform  Asso 
elation  former  president  James  Coyne 
asked  Nader  about  his  plaintiff  attor- 
ney funding  at  a  press  conference  in 
Washington,  he  stormed  from  the  po 
dium  and  his  supporter.  Jay  Angoff, 
rushed  over  and  punched  Coyne  in 
the  eye.  (Angoff  says  it  was  a  "very 
very  mild  shove.")  Nader  has  refused 
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to  talk  to  Forbes,  but  in  a  press-time 
fax  he  insisted:  "Over  the  past  30 
years,  not  1%  of  the  total  funds  raised 
by  all  our  organizations  have  come 
from  the  legal  profession." 

Nader's  hypersensitivity  is  easily 
explained.  No  one  in  American  public 
life  has  been  freer  with  accusations 
that  his  opponents  are  compromised 
by  their  ov^^n  financial  sources. 

On  May  10  there  were  bitter  ex- 
changes during  Senate  Consumer 
Subcommittee  hearings  on  the  Prod- 
uct Liability  Reform  Act,  an  attempt 
to  stabilize  the  tort  crisis.  Two  co- 
sponsors.  Senators  Jay  Rockefeller 
(D-W.Va.)  and  John  Danforth 
(R-Mo.),  objected  to  a  letter  Nader 
had  published  in  their  home  newspa- 
pers, attacking  their  interest  in  tort 
reform  and  accusing  them  of  being 
"huddled  in  Washington  with  corpo- 
rate lobbyists,  many  of  whom  finance 
your  [the  Senators']  campaigns 
. .  .  taking  away  the  existing  rights  of 
injured  or  sick  people  against  the  per- 
petrators of  their  harm." 

Public  Citizen's  Sidney  Wolfe,  ap- 
pearing as  a  witness,  interjected  angri- 
ly that  Danforth  was  "lying"  for  sug- 
gesting that  the  organization  was 
"talking  for  the  economic  interests  of 
trial  lawyers."  Wolfe  claimed  that 
Nader  "has  had  no  connection  with 
Public  Citizen  since  1980" — although 
Nader's  identification  with  his  flag- 
ship is  so  complete  that  his  name  is 
emblazoned  on  its  recent  direct  mail 
campaign  envelopes.  Confronted  with 
Forbes'  Oct.  16  article,  Wolfe  assert- 
ed it  contained  "several  mistakes" 
and  implied  that  Nader's  response 
had  forced  a  Forbes  "retraction  or  cor- 
rection." (Quite  untrue.) 

Wolfe  grudgingly  said  he  would  pro- 
vide details  of  Public  Citizen's  own 
financing  by  trial  lawyers  "if  it  is  pos- 
sible." Somehow,  it  wasn't. 

Nader  tactics  in  the  face  of  this  sort 
of  inquiry  apparently  haven't  changed 
in  nearly  20  years.  In  1972  New  Repub- 
lic linked  the  fact  that  Nader's  Center 
for  Auto  Safety  had  accepted  a 
$10,000  check  from  the  Association 
of  Trial  Lawyers  of  America  to  his 
opposition  to  no-fault  insurance.  Wall 
Street  Journal  editor  David  Sanford,  in 
his  book  Me  &  Ralph.  Is  Nader  Unsafe  for 
America?  recounts  Nader's  reaction: 
(1)  refusal  to  discuss  the  subject;  (2)  a 
"hysterical,  personally  abusive" 
counterattack;  (3)  a  claim  that  the 
Center  for  Auto  Safety  was  indepen- 
dent of  him,  although  Sanford  later 
confirmed  that  Nader  was  intimately 
involved  in  the  organization;  (4)  a 
claim  that  a  New  Republic  note  that  its 
story  did  not  say  Nader's  position  was 
actually     "determined"     by    atla's 


check  was  a  "retraction." 

Encouraged  by  all  this,  Forbes  has 
performed  a  Nader-type  raid  on  Na- 
der. But  let's  be  clear:  We're  not  saying 
that  Nader's  views  are  "determined" 
by  his  financing.  We're  being  more 
charitable  about  him  than  he  is  about 
his  own  opponents.  Nader's  views 
could  well  just  coincide  with  his 
backers'.  But  his  contacts  could  also 
have  consequences. 


the  "deep  pockets"  that  pay  their  fees 
and  pass  the  costs  on  to  consumers. 
But  both  sides  sank  their  differences 
to  make  an  effective  alliance. 

It  just  wasn't  especially  saintly. 

We're  also  not  investigating  Na- 
der's personal  finances.  But  he  has 
made  his  austerity  vow  central  to  his 
public  image.  He  told  the  Washington 
Post  last  summer  that  he  lives  on  less 
than  $10,500  a  year.  (In  a  fax  reply  to 


The  canonization  of  Ralph 

Ralph  Nader  at  1966  Senate  hearing  where  G!U  apologized  to  him. 


For  example,  in  1988  Nader  and 
California  plaintiff  attorneys  agreed 
to  exchange  his  credibility  for  their 
money.  Nader  came  out  in  opposition 
to  Proposition  106,  a  popular  contin- 
gent-fee limitation  measure. 

"[106]  was  certain  to  pass,"  says 
Claremont,  Calif. 's  Herb  Hafif  (1988 
income,  $40  million).  "It  had  70% -to- 
80%  approval  ratings  among  the  pub- 
lic, and  no  one  [in  the  plaintiff  bar] 
thought  it  could  be  taken  on  directly. 
.  .  .  Finally  I  asked  Ralph  to  help,  and 
he  did  .  .  .  and  I  helped  his  103  initia- 
tive, and  it  passed  by  a  few  points,  and 
we  beat  106  by  a  few  points." 

This  was  not  a  sellout  but  a  true 
compromise.  It's  embarrassing  for 
Nader  to  be  attacked  for  his  studied 
passivity  on  contingent  fees  and  the 
many  other  anticonsumer  practices  of 
the  plaintiff  bar.  And  the  plaintiff  at- 
torneys presumably  don't  really  want 
to  destroy  the  insurance  companies. 


our  questions,  he  amended  it:  "Closer 
to  $15,000,  now.  Insurance  premiums 
sharply  up.")  We  take  this  with  a 
pinch  of  low-sodium  seasoning. 

"Oh  God,  limousines  and  nothing 
but  the  best  hotels,"  says  a  disillu- 
sioned former  state  Trial  Lawyers  As- 
sociation official.  "We  got  quite  a  bill 
when  he  was  in  town."  Nader's  agent 
says  he  makes  50  to  100  appearances  a 
year,  charging  a  sliding  scale;  Forbes 
has  heard  of  five-figure  fees,  suggest- 
ing an  upper  limit  of  $  1  million  speak- 
ing income  alone. 

Nader  has  confirmed  to  Forbes  that 
his  total  earnings  were  around 
$250,000  a  year  back  in  the  early 
1970s — "funds  devoted  to  our 
causes."  But  this  is  another  Nader 
miracle/myth  that  needs  to  be  set  in 
perspective.  Nader's  "causes"  are 
usually  tax-exempt  entities.  Giving 
money  to  them  is  not  the  same  as 
giving  a  quarter  to  a  street  person.  It 
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The  Ralph 
Nader  Trust 

Like  all  good  empire  builders, 
\s^  Ralph  Nader  has  created  a  highly 
effective  organization,  the  ele- 
ments of  which  are  tied  together 
by  financial  and  personal  rela- 
tionships. Each  element  can  be 
put  into  one  of  five  classes, 
depending  on  its  closeness  to 
Nader  himself.  The  five  classes 
are:  Nader's  nucleus;  Affiliates; 
Loose  affiliates;  In  Nader's  gravi- 
/  tational  field;  On  the  frontier. 
^     Here  is  how  we  define  each  class: 

V^  

Nucleus  organizations: 

Nader's  headquarters  and 
personal  foundations,  con- 
trolled or  heavily  influenced 
either  by  him  or  with  members 
of  his  family. 


Center  for  Auto  Safety 

Foundod  1970. 

Net  worth:  $797,000.  Revenues:  $742,000. 

Director  Is  Clarence  Ditlow.  Funding:  member- 
ship; publication  sales:  major  grants  from  State 
Farm  and  Allstate  foundations.  Sells  litigation 
kits  to  lawyers  involved  in  auto  litigation;  cam- 
paigns for  regulation  against  targeted  models, 
e.g.  Audi  5000. 


Occupational  Safety  and 
HeaKh  Law  Center 

Founded  1984. 

Net  worth:   $15,000.  Revenues:   $150,000. 

Funding;  union,  foundations,  including  Ford, 
Cummings  and  Nader's  private  foundation.  A 
public  interest  law  center  specializing  in  defend- 
ing workers'  rights  and  employee  suits. 


Essential  Information 

Founded  1984. 

Net  worth:  $45,000.  Revenues:  $197,000. 

Publishes  Multinational  Monitor.  Funded  in  part 
by  grants  from  CSRL  and  the  Fund  for  Public 
Interest  Research.  Joan  Claybrook  the  treasurer. 


Citizen  Utility  Boards 

Four  states,  total  estimated  revenues:  $2.5 1 

Funding:  memt)ership;  "intervenor  fees"  uti| 
are  legally  obliged  to  pay  CUB  activists.  Utill 
legal  obligation  to  include  CUB  propaganda! 
bills  struck  down  by  Supreme  Court  1985J 
Nader  advocates  concept  for  insurers. 


Public  Citizen,  Inc. 

Founded  1971. 

Net  worth  (including  Foundation):  $3.4  million. 

Revenues:  $7.7  million. 

President  is  Joan  Claybrook.  Funding:  merr 
ship;  publication  sales;  court  awards;  fou 
tions:  sale  of  discount  home  heating  oil; 
Nader's  longtime  flagship  lobbying,  litigj 
group.  Projects:  Health  Research  Group  put 
es  newsletter,  sells  litigation  kits  to  plal 
attorneys  suing  drug  companies.  Congi 
Watch:  lobbies  Congress,  works  with  Cit 
Action.  Buyers  Up;  discounts.  Critical  IV 
Energy  Project:  fights  for  "rapid  phase-out 
nuclear  power.  Litigation  Group:  Specialize 
class  action  law  suits.  Aviation  Consumer  A( 
Project*:  lobbies  agencies  on  airline  IndL 
regulation.  Sole  "field  office,"  in  Texas,  re; 
ediy  intimate  with  Texas  TLA. 


Public  Safety  Research  Institute 

Founded  1968. 

Net  worth:  $649,000.  Revenues:  $52,000. 

Grantmaking  private  foundation.  Ralph  Nader 
president,  cousins  trustees.  Nader  small  contrib- 
utor. PSRI  donates  minimum  amount  required  by 
law,  only  to  Nader  and  affiliated  projects,  includ- 
ing Essential  Information  and  the  Shafeek  Nader 
Trust.  Holds  utility,  telecommunications  stock, 
U.S.  Treasury  bonds. 


Citizens  Television  System,  Inc. 

Founded  1981  with  about  $250,000.  Current  yearly 
estimated  operating  costs:  $120,000. 

Private  company  owned  by  Nader,  seeking  non- 
profit status.  Produces  programs  for  Channel  58 
in  Buffalo,  N.Y.;  also  licensed  to  air  in  San 
Diego.  Collaborating  on  program  with 
Greenpeace. 


Affiliates 

Loose  affiliates 

Jn  gravitational  field 

FORBES'  estimate  of  Nader's 
relationship  is  based  on  several 
criteria,  including:  Was  it  founded 
br  cofounded  by  Nader?  Was  it 
founded  at  Nader's  instigation? 
Given  seed  money  by  Nader  or 
Nader  organization?  Spun  off 
from  his  core  organization?  Does 
it  have  joint  activities  and  strate- 
gies with  other  groups? 
Interlocking  directorships  and 
shared  personnel,  or  a  common 
address  with  Nader  organization? 
Does  it  receive  grants  from  Nader 
found'a^pns? 

Frontier  groups: 

These  are  not  Nader  trust 
organizations  but  work  closely 
with  the  trust. 


Center  for  Study 
of  Responsive  Law 


lytf 

■^JH 

m 
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Founded  1968. 
Net  worth:  $6.3  million.  Revenues:  $1.9  million. 

Nader's  headquarters.  Funding;  donations; 
foundations;  its  own  interest  and  dividend 
income;  court  awards;  $1  million  "sales." 
CSRL  projects  include  Harvard  Watch  and 
Freedom  of  Information  Clearinghouse,  possi- 
bly plaintiff-attorney  related. 


Safety  Systems  Foundation 

Founded  1966. 

Net  worth:  $571,000.  Revenues:  $57,000. 

Grantmaking  private  foundation.  Nader's  sis- 
ters, Claire  Nader  and  Laura  Milleron,  trustees. 
Ralph  and  Claire  Nader  main,  small  contribu- 
tors. Activities;  similar  to  PSRI. 


National  Coalition  for  Universities 
in  the  Public  Interest 

Net  worth:  unavailable.  Revenues:  $100,000. 

Founded  by  Nader  and  receives  funds  from  foun- 
dations and  Nader.  Disseminates  information  to 
support  contention  that  universities  have 
become  "for-profit"  entities  rather  than  "public 
and  educational." 


Center  for  Science  in  the  PubKc  Interest 

Founded  1971. 

Net  worth:  $1.1  million.  Revenues:  $3.5  million. 

Director  is  Michael  Jacobson.  Funding;  member- 
ship; publication  sales;  foundations.  Petitions 
and  lobbies  for  regulation  of  the  food  and  pesti- 
cide industry.  Publication;  Nutrition  Action 
Healthletter. 


ilB  Shafeek  Nader  Trust 
for  the  Community  interest 

iSi    Founded:  Year  unknown.  Net  worth:  unknown. 

A  Nader  family  trust  funded  in  part  by  plail 
attorneys  led  by  Herb  Hafif.  May  be  the  "fa| 
trust"  that  reportedly  finances  a  lawyer! 
citizen  movement  to  "fight  developers  and  I 
porations"  in  Nader's  home  town  of  Wins! 
Conn.  Harvey  Jester,  Nader  nucleus  account! 
S  says  information  disclosure  must  be  apprcT 
by  Nader;  Nader  denies  responsibility. 


Rosewater  Foundation 

Founded  1964.  Net  worth:  unavailable. 

Avis  executives  Robert  Townsend  and  Dor 
Petrie  funded,  personally  withdrawing  a 
Nader  broke  agreement  to  refrain  from  ot 
fundraising.  Subsequent  funding  from  Stew 
Mott,  General  Motors  heir.  Rnanced  Nader  oi 
nizations  in  the  1970s.  Jester  says  inactive. 


Public  Interest  Research  Groups 

Founded  1970.  Estimated  net  worth:  at  least 
$8  million.  Estimated  revenues:  $20  million. 

Twenty-five  state  chapters  on  90  college  c. 
puses.  Funding:  through  mandatory  or  "nega 
checkoff"  student  fees;  door-to-door  canvass! 
litigation;  publication  sales.  Each  state  chat 
has  a  professional  lobby  staff.  USPIRG; 
worth:  $127,000.  Revenues;  $313,000.  PIR 
Washington  lobby  office.  Fund  for  Public  Inter 
Research:  Net  worth:  $4.6  million.  Revenu 
$9  million.  Boston  headquarters  for  most  PIF 
since  1982.  In  1985  a  federal  appeals  co 
declared  New  Jersey  PIRG's  mandatory  fee 
lated  First  Amendment  rights.  Suit  agai 
NYPIRG  pending.  A  UCLA  student  referend 
recently  barred  CALPIRG  from  fee  collecting 


Trial  Lawyers  for 

Public  Justice  Foundation 

Founded  1982. 

Net  worth:  $314,000.  Revenues:  $438,000. 

Funding:  plaintiff  attorneys,  contributing  $1,0 
to  $10,000  annually  Nader's  idea.  Non-char 
ble  arm  allowed  to  receive  contingency  fe« 
unlike  public  interest  law  nonprofits.  Activiti( 
class  action,  precedent-setting  suits;  litigati 
clearinghouse.  Nader  attends  board  meetings, 
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Panthers  Project  Fund 

sd  1970. 

yrth:  $979,000.  Revenues:  $660,000. 

ng:  members  and  foundations.  Has  81 
:ers  in  31  states.  Merged  with  Nader's 
•;    !d  Professional  Action  Group  in  1973. 


MActkm 

Id  1979. 

Will:  unavailable.  Revenues:  $30  million. 

rtive  director  is  Ira  Ariook.  Funding:  door-to- 
zanvassing  in  coordination  with  the  PIRGs, 
.  Water  Action  and  Greenpeace.  Lobbies  for 
)nmental,  insurance  and  health  care  legis- 
;  supports  political  candidates.  Complaint 
with  IRS  and  FEC  alleges  Citizen  Action's 
al  activity  violates  non-profit  rules. 


a  Water  Action 

ed  1971. 

artii:  $538,000.  Revenues:  $5.3  million. 

;:  door-to-door  canvassing.  Seed  money 
ader.  With  Citizen  Action,  founded 
il  Campaign  against  Toxic  Hazards. 


mDoi 


imunications  Research 
ion  Center 

1967. 

h:  $15,000.  Revenues:  $125,000. 

f%:  membership;  publication  sales;  foun- 
ns.  Nader,  Joan  Claybrooh  on  "special  advi- 
board."  Litigates,  monitors  telecommunica- 
industry.  Publication:  Teletips. 


iW^ttn^r'&L^ziiji.u^^ 


n  lins  for  Tax  Justice 

«  IM1979. 

i(ll|t9nh:  $147,000.  Revenues:  $244,000. 

fng:  labor  unions.  Monitors  corporate  tax 
lance,  lobbies  for  tax  reform.  Claybrool', 
}«,  NYPIRG's  Blair  Horner,  18  union  officers 
'  rd. 


for  Hfehway  and  Auto  Safety 

1989. 
unavailable.  Revenues:  $1  million. 

;  nine  insurance  companies  and  associa 
ochairs:  Public  Citizen's  Joan  Claybrook 
ry  Maatman,  chief  executive  of  Kemper 
for  safety  legislation. 


-^kH  for  Responsible  Genetics 

RP  •111983. 

orth:  $14,000.  Revenues:  $88,000. 

ing:  Nader  and  other  foundations.  Claire 
director.  Works  to  restrict  recombinant 
learch.  Publication:  Genewatch. 


Institute  for  Injury  Reduction 

Founded  1988. 

Net  worth:  $4,000.  Revenues:  $97,000. 

Funding;  Plaintiff  attorneys.  CAS  director  and 
expert  witness  A.  Ben  Kelley  and  cofounder 
Larry  Coben,  active  in  ATLA's  automobile-related 
litigation  group,  president  and  chairman  respec- 
tively. Finances  product  liability  research  and 
media  events.  In  1989  paid  $106,000  to 
Kelley's  company,  a  consulting  firm  for  auto 
plaintiff  bar. 


Pension  Rights  Center 

Founded  1976. 

Net  worth:  $259,000.  Revenues:  $418,000. 

Funding:  Nader  and  other  foundations,  govern- 
ment and  other  contracts.  Affiliates  include  300 
plaintiff  attorneys. 


Fund  for  Investigative  JoumaMsm 

Founded  1969. 

Net  worth:  $16,000.  Revenues:  $80,000. 

Funded  by  foundations.  Gives  grants  to  journal- 
ists, including  an  investigative  reporter  for 
Multinational  Monitor. 


Center  for  Women  Policy  Studies 

Founded  1972. 

Net  worth:  $291,000.  Revenues:  $448,000. 

Started  with  seed  money  and  office  space  from 
Ralph  Nader  when  he  was  Public  Citizen  presi- 
dent. Claims  no  present  Nader  link. 


Citizens  Auto  Revolt 

Founded  1989. 

Net  worth:  not  applicable.  Revenues:  $70,000. 

Funding:  New  Jersey  Citizen  Action  and  NJPIRG, 
foundations.  Established  to  try  to  pass  New 
Jersey  legislation  similar  to  California's 
Proposition  103.  New  Jersey  Supreme  Court 
ruled  against  referendum.  Campaign  chairman 
Jay  Angoff,  former  Public  Citizen  staffer,  now 
N.J.  deputy  insurance  commissioner. 


Insurance  Consumer 
mization 

led  1980. 

orth:  $30,000.  Revenues:  $150,000. 

dent  is  J.  Robert  Hunter.  Funding:  founda- 
'5;  publications  sales.  Nader  provided 
000  seed  money,  raised  further  $100,000, 
ding  $25,000  from  former  California  Trial 
ers  Association  President  William  Shernoff, 
•Jiy  "insurance  bad  faith"  specialist.  Hunter 
id  draft  and  enforce  Proposition  103. 


Texas  Center  for  Policy  Studies 

Founded  1983. 

Net  worth:  unavailable.  Revenues:  $125,000. 

Funding:  foundations.  Projects  include  effort, 
with  Public  Citizen,  to  get  federally  owned  former 
S&L  properties  declared  wetlands,  reducing 
resale  value. 


J 


Consumers  Union 

Founded  1936. 

Net  worth:  $76  million.  Revenues:  $73  million 

Funding:  Consumer  Reports  subscriptions 
(4.5  million).  Cofounded  Center  for  Auto 
Safety  with  Nader.  Board  members  Joan 
Claybrook,  Clarence  Ditlow,  Michael 
Jacobson.  Collaborates  with  Public  Citizen 
and  PIRGs  to  fight  against  tort  reforms; 
recently  joined  panics  about  Alar,  Jeep 
rollover. 


Consumer  Federation  of  America 

Founded  1967. 

Net  worth:  unavailable.  Revenues:  $800,000. 

Funding:  membership  dues.  A  coalition  of 
240  consumer  groups,  including  Nader's. 
Sole  activity  is  federal  lobbying. 


National  Committee  for 
Responsive  Philanthropy 

Founded  1976. 

Net  worth:  $72,000.  Revenues:  $391,000. 

Funding:  membership,  foundations,  corpora- 
tions. Lobbies  foundations,  corporations  to 
give  to  "progressive"  groups.  Joan  Claybrook 
represents  Public  Citizen  on  board.  Cochair 
Maggie  Kuhn,  Gray  Panthers  founder. 


Fund  for  Constitutional  Government 

Founded  1974. 
Endowment:  $1.2  million. 

Funded  in  part  by  General  Motors  heir  Stuart 
Mott.  Associated  with  Nader's  1970s 
Congress  Project.  Its  Government 
Accountability  Project  works  closely  with 
Public  Citizen,  filing  joint  amicus  briefs 
against  the  government. 


\ 


Greenpeace  USA/Greenpeace  Action 

Founded  1975. 

Combined  revenues:  $50  million. 

Funding:  membership.  Works  with  Public 
Citizen  on  toxic  wastes,  nuclear  energy,  etc. 
Plans  canvassing  with  PIRGs,  Citizen  Action, 
Clean  Water  Action. 


\  \ 

State  Trial  Lawyer  Associations 

Funding:  plaintiff  attorney  membership.  Nader 
collaborates  closely  with  state  TLAs  on  fight- 
ing tort  reform.  He  speaks  regularly  at  state 
TLA  conventions.  Coordinates  closely  with 
state  PIRG  and  Citizen  Action  chapters  on  leg- 
islative strategy. 


Note;  All  figures  most  recently  available. 
'  Claimed  at  press  time  separate  tax  status. 
Sources:  IRS  Form  990s:  Public  Interest 
Profiles:  Dan  Burt's  Abuse  of  Trust:  A  Report 
on  Ralph  Nader's  Network  (Regnery  Gateway, 
1982):  Forbes  estimate 
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Breton  I  ittlduilc 


American  Tort  Reform  .^ssockitio)!  s  Jim  (.oync 

Says  questioning  Nader's  lawyer  link  earned  him  a  punch. 


can  generate  tax  deductions — as  well 
as,  in  effect,  financing  Nader's  own 
business.  Indeed,  Nader  may  person- 
ally own  the  Public  Safety  Research 
Institute  (net  worth,  $649,000),  be- 
cause he  has  registered  it  under 
Delaware's  peculiar  nonprofit  law — 
an  irony,  because  he  has  denounced 
business'  taking  advantage  of  the 
state's  liberal  incorporation  rules. 

Another  Nader  miracle/myth:  his 
long-standing  claim  that  he  lives  "in  a 
simple  room"  near  his  office.  Even 
Nader's  close  associates  apparently 
aren't  told  the  address.  And  he  person- 
ally repeated  the  story  to  the  Neu>  York 
Times'  Philip  Shenon  last  year. 

But  neighbors  say,  and  have  said  for 
nearly  20  years,  that  Nader  lives  in  a 
townhouse,  worth  perhaps  $1.5  mil- 
lion and  assessed  at  $7,400  annual 
property  taxes,  on  Bancroft  Place  in 
northwest  Washington,  D.C.  (see  pic- 
ture, p.  117).  District  records  show  the 
deed  is  held  by  Nader's  sister  Claire, 
who  seems  to  work  in  his  organiza- 
tion. (Nader  still  denies  this,  and  will 
say  only  that  his  sister  "works  on  a 
number  of  civic  projects  and  research 
programs.") 

There's  nothing  shocking  about  liv- 
ing well,  except  by  Nader's  peculiar 
standards.  His  many  admirers  would 
certainly  he  happy  to  buy  him  an  ec- 
clesiastical palace.  But  maybe  that 
would  suggest  he  was  not  a  saint  but 
human — even,  possibly,  fallible. 

Forbes  estimates  Nader  has  control 
to  varying  degrees  over  29  organiza- 
tions with  combined  revenues  of  $75 


million  to  $80  million  and  assets  of  at 
least  $23  million  (sec  chart,  p  120). 

We  faced  three  problems: 
•  Although  Nader  favors  strong  regu- 
lation, his  own  nonprofit,  tax-exempt 
area  is  very  loosely  policed.  For  exam- 
ple, it  is  impossible  to  know  how 
much  "sales  and  membership"  reve- 
nue comes  from  trial  lawyers;  some 
must,  because  major  Nader  organiza- 
tions openly  sell  litigation  kits,  mate- 
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rial  obtained  through  Freedom  of  In 
formation  requests  and  discovery  pro 
ceedings  that  helps  lawyers  preparinj 
to  sue.  And  anyway,  plaintiff  attor 
neys  are  known  to  hide  their  dona 
tions  by  such  methods  as  having  thei 
wives  sign  checks. 

•  Although  Nader  advocates  minut( 
regulatory  enforcement  for  others 
preferably  with  criminal  penalties 
his  own  organizations  display  a  re 
markable  "pattern"  of  filing  delin 
quencies — to  borrow  the  jargon  o 
RICO,  the  Racketeer  Influenced  Cor 
rupt  Organizations  Act,  extending 
which  to  just  such  technical  white^ 
collar  crime  is  a  pet  Nader  cause. 

The  IRS  says  it  has  no  record  o 
Nader's  headquarters.  Center  foi 
Study  of  Responsive  Law,  founded  ii 
1968,  and  has  never  received  a  Forin 
990,  the  appropriate  disclosure  filing, 
from  it.  (Nonprofits  can  be  obliged  t( 
show  their  990s;  at  press  time  csri 
sent  one  to  Forbes — but  unsigned  by 
an  accountant  and  unseen  by  the  iRS. 

Additionally,  all  but  one  of  the  18 
Nader  organizations  in  Washingto: 
have  failed  to  register  or  obtain  cur- 
rent licensing  from  the  city's  Depart- 
ment of  Consumer  &  Regulatory  Af- 
fairs. Forbes  inquiries  have  prompted 
an  official  investigation. 

Nader  organizations  have  also 
failed  to  file  in  several  of  the  states 
where  they  solicit  funds. 

This  pattern  is  not  new.  It  was  not- 
ed in  Washington  lawyer  Dan  Burt's 
exhaustive  1982  survey  of  tlje  Nader 
organizations,  Abi4se  of  Trust.  In  1989 
Nader  aide  Mark  Green's  Democracy 
Project  was  denied  a  solicitation  li- 
cense for  regulatory  noncompliance. 
Green  now  heads  up  New  York  City 
Mayor  David  Dinkins'  Department  of 
Consumer  Affairs. 

Nader  has  had  another  run-in  with 
regulators:  In  1970,  according  to  Can 
nett  News  Service,  his  Safety  Systems 
was  fined  by  the  irs  for  "jeopardizing 
charitable  purposes,"  including,  in 
one  case,  short-selling  the  stock  of  a 
company  Nader  was  attacking. 

•  Nader  once  wrote  that  "Information 
IS  the  currency  of  democracy.  Its  deni 
al  must  always  be  suspect."  But  his 
own  organizations  are  vehemently  se 
cretive,  sometimes  even  declining  to 
disclose  their  addresses.  They  are  par 
ticularly  sensitive  about  funding,  un 
like  many  nonprofits,  and  about  their 
precise  relationships  with  Nader. 

We  suspect  Nader's  organizations 
are  more  centralized  than  they  initial- 
ly appear.  For  example,  the  Fund  for 
Public  Interest  Research  administers 
door-to-door  canvassing  for  member- 
state  Public  Interest  Research  Groups 
(piRGs),  and  as  much  as  $8.5  million  of 
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Business  Gifts 

That  Are  Remembered, 

Forever. 


Tiffany's  Corporate  Division  offers  an  extraordinary 
selection  of  gifts  that  will  he  cherished  for  years  to  come.  Because 
nestled  inside  of  every  Tiffany  blue  box  is  a  gift  of  exclusive 
design  and  remarkable  craftsmanship,  reflecting  a  152-year  heri- 
tage. Whether  it's  jewelry,  sterling  silver,  crystal,  clocks,  watches 
or  fragrance,  there's  something  exquisite  to  accommodate  every 
budget  and  holiday  gift  need. 

The  highest  standards  of  customer  service  are 
upheld  by  your  personal  Account  Executive  who  takes  pride  in 
serving  your  special  business  needs.  Backed  by  a  support  system 
second  to  none,  your  Account  Executive  ensures  no  detail  is 
overlooked,  including  prompt  fulfillment. 

You'll  receive  this  same  level  of  expertise  in  developing 
sales  incentive  programs,  recognition  award  programs  and  in 
dealing  with  our  Custom  Design  department.  So  whether  you're 
celebrating  a  sales  achievement,  applauding  a  lifetime  of  service, 
or  turning  your  special  ideas  into  reality,  you  can  expect  the 
Tiffany  .standard  of  service. 

To  order  a  Corporate  catalogue,  open  an  account  or 
place  an  order,  call  The  Corporate  Division  at  1-800-423-2394. 


Tiffany  &  Co. 

NEW  YORK   BEVERLY  HILLS  CHICAtiO  DALLAS  HOUSTON  rHILADELPHIA 
BOSTON  ATLANTA  SAN  FRANCISCO  WASHINGTON  DC  DETROIT  SOUTH  COAST  PLAZA 


Our  STRUCTURE  MAY 

SURPRISE  YOU  IN 
MORE  WAYS  THAN  ONE. 

You  probably  know  that  today's  Transamerica 
is  focused  on  financial  services.  It  may  surpnse 
you,  though,  to  know  that  our  earnmgs  are 
evenly  split  between  our  two  major  areas  of 
business:  finance  and  insurance.  So  if  you're 
lookuig  for  a  balanced  investment,  you  should 
take  a  closer  look  at  us.  When  we  say  our 
structure  is  unique,  we're  talking  about  more 
than  our  building. 


Transamerica 

THE  POWER  OE  THE  PYRAMID  IS  WORKING  FOR  YOU." 

©  1990  Transamcnca  Corporation 
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Didn't  you  want  to  make  a  deal 
in  Taipei  recently  ? 


Global  business  contacts  are  merely 
local  business  contacts  spread  out  over  a 
wider  area. 

This  is  particularly  true  in  banking.  For 
international  activities,  it  is  normal  to  con- 
sult a  bank  with  international  experience. 
And  the  most  important  part  of  inter- 
national expertise  is  in-depth  knowledge 
with  local  market  conditions. 


Are  you  planning  sales,  production  or 
investment  outside  your  own  market? 
Speak  to  UBS,  Switzerland's  leading  bank 
and  one  of  only  a  few  AAA-rated  banks 
worldwide. 


UBS.  The  bank  of  experts. 


lYTDci  Union  Bank 
IUBS>J  of  Switzerland 
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UBS  in  the  United  States:  Branch  Offices  in  New  York,  Chicago,  Los  Angeles;  Agency  in  Houston;  Representative  Office  in  San  Francisco. 
UBS  in  Canada:  Toronto,  Montreal.  Head  Office:  Union  Bank  of  Switzerland,  Bahnhofstrasse  45,  CH-8021  Zurich. 


the  proceeds  flow  to  its  coffers  in  Bos- 
ton. Managers  coordinate  the  pirgs' 
canvassing  with  that  of  Clean  Water 
Action  and  Citizen  Action. 

And  although  Nader  has  cam- 
paigned for  federal  chartering  of  cor- 
porations on  the  grounds  that  they 
tend  to  be  controlled  by  "a  manage- 
ment autocracy,"  this  exactly  de- 
scribes his  own  organizations.  Na- 
der's control  over  his  nucleus  ap- 
pears absolute.  And  even  some 
Nader  affiliates  that  accept  a 
"membership,"  like  Public  Citi- 
zen, have  no  provisions  for  inter- 
nal democracy.  By  contrast,  full 
members  of  the  National  Rifle 
Association  get  to  vote  on  board 
members  and  other  aspects  of  its 
governance. 

But  then,  they  don't  have  the  ad- 
vantage of  being  saints. 

All  of  which  eerily  resembles  noth- 
ing so  much  as  John  D.  Rockefeller's 
original  secret  Standard  Oil  Trust. 
This  "shrewd  and  slippery  device  for 
evading  responsibility,"  in  the  words 
of  the  great  muckraking  journalist  Ida 
Tarbell,  "had  no  legal  existence.  It 
was  a  force  as  powerful  as  gravitation 
and  as  intangible.  You  could  argue  its 
existence  from  its  effects,  but  you 
could  never  prove  it.  You  could  no 
more  grasp  it  than  you  could  an  eel." 

Questions  to  the  Standard  Oil  Trust 
had  to  be  phrased  with  extreme  care 
because  of  a  bland  pretense  that  there 
was  no  one  here  but  us  chickens 
working  "in  harmony,"  and  because 
of  an  unsaintly  penchant  for  legalistic 
loopholes.  The  Nader  Trust  is  just  the 
same  but  considerably  ruder. 

Presumably  one  reason  for  this  be- 
havior: deniability.  Thus  key  Nader 
henchperson  Joan  Claybrook,  Public 
Citizen's  president,  said  last  year  that 
"we  have  50,000  members  [contribu- 
tors of  $50  or  mon;).  I  would  be  sur- 
prised if  there  were  20  members  of  the 
plaintiff  bar  among  them." 

Claybrook  could  have  told  us  that, 
tapart  from  Public  Citizen,  three  Na- 
ider  affiliates  were  openly  funded  by 
plaintiff  attorneys  to  the  tune  of  al- 
most $1  million.  And  that  she  was  on 
the  board  of  one  of  them. 

Another  possible  reason  for  the 
Nader  Trust's  secrecy:  It's  partly 
built  with  tax-deductible  money.  Up 
to  40%  of  all  its  funds  are  what 
•Washington  calls  "tax  expenditur- 
es"— money  that  would  otherwise  be 
[in  government  hands.  And  just  as  the 
legal  environment  of  the  time  made 
it  difficult  for  Rockefeller  to  organize 
across  state  lines,  the  complications 
of  tax  law  today  may  well  make  it 
hard  for  Nader  to  simultaneously 
Sgenerate  propaganda,  lobby  and  cam- 
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Where  the  Nader  Trust's  money  comes  from 


DOOR-TO-DOOR 

$48  MILLION 

(MAY  BE  AS  LOW  AS 

$14  MILLION  AFTER  COSTS) 


CUB  MEMBERSHIP 

$2  MILLION) 


STUDENT  DUES 

($5  MILLION) 


MEMBERSHIP  AND  SALES 

($10  MILLION) 

PLAINTIFF  ATTORNEYS 

(MINIMUM  $1  MILLION;   MAXIMUM  ?) 

I 


UNKNOWN 

($4  MILLION) 

UNIONS 


(MINIMUM  $2  MILLION:  MAXIMUM  ?) 


INSURANCE  COMPANIES 

($1  MILLION) 


FOUNDATIONS 

($6  MILLION) 

"  Includes  government  grants  and  litigation. 

Sources:  FORBES  estimates  based  on  Form  990s  and  Public  Interest  Profiles 


MISCELLANEOUS* 

($1  MILLION) 


paign  for  his  political  candidates 
while  preserving  deductible  status. 
For  both  Rockefeller  and  Nader,  non- 
involvement  may  be  a  necessary  legal 
fiction. 

Already  the  Federal  Election  Com- 
mission has  fined  one  Nader  loose 
affiliate,  the  Illinois  Public  Action 
Council,  for  illegal  use  of  funds  in  a 
political  campaign.  The  fec  is  cur- 
rently considering  a  complaint  by  the 
National  Republican  Senatorial  Com- 
mittee alleging  massive  use  of  tax- 
exempt  money  in  the  1988  election  by 
Citizen  Action  and  its  affiliates  in 
alliance  with  the  uaw,  the  National 
Education  Association,  the  Machin- 
ists and  other  labor  unions. 

Who  supports  the  Nader  Trust?  De- 
spite its  best  efforts,  the  web  of  inter- 
ests' outline  is  clear  (see  chart,  above). 

Some  threads  of  this  web  merit  par- 
ticular attention: 

•  Litigation  wins  court  awards  for  the 
Nader  Trust— over  $150,000  of  Public 
Citizen's  revenues — giving  it  another 
reason  to  oppose  tort  reform. 

*  Foutidations  supporting  the  Nader 
Trust  range  from  the  impeccably  Es- 
tablishment, like  Ford  and  Rockefel- 
ler, to  the  decidedly  left,  like  the  New 
World  Foundation  and  the  Philip  M. 
Stem  Family  Fund.  Other  contribu- 
tors are  tobacco  fortunes  like  Mary 
Reynolds  Babcock  Foundation.  Smok- 
ing is  a  far  greater  health  problem 
than  many  of  Nader's  concerns,  but 
he  has  shown  little  interest  in  it  until 
recently.  The  Playboy  Foundation 
supported  csrl  for  many  years,  appar- 
ently not  compromising  Nader's  stat- 


ed sensitivity  to  feminist  issues. 

•  Discount  deals  reportedly  intrigued 
Nader  because  of  the  mass  member- 
ship built  up  in  this  way  by  the  Amer- 
ican Association  of  Retired  Persons. 
Public  Citizen's  Buyers  Up  and  some 
PIRGS,  although  technically  nonprof- 
its, now  offer  discounts  on,  for  exam- 
ple, home  heating  oil. 

In  1988  Buyers  Up  offered  to  sell 
radon  detection  devices  in  return  for  a 
cut.  Some  suppliers  declined,  and 
Public  Citizen  immediately  trashed 
their  products  for  shoddy  quality. 

•  Political  muscle  produces  money  for 
the  Nader  Trust  to  a  distinctly  unholy 
extent.  During  the  Carter  Adminis- 
tration, numerous  Naderites  were  ap- 
pointed to  government  agencies,  no- 
tably Joan  Claybrook  at  the  National 
Highway  Traffic  Safety  Administra- 
tion, and  government  money  was 
shoveled  to  the  Nader  Trust.  Nader- 
ites are  still  well  placed  in  friendly 
state  and  local  governments:  The  pug- 
nacious Jay  Angoff  is  now  New  Jersey 
Governor  James  Florio's  Deputy 
Commissioner  for  Insurance.  (Nader 
Trust  organizations  also  get  some 
$100,000  annually  from  the  Com- 
bined Federal  Campaign,  the  civil  ser- 
vice charity.) 

The  Nader  Trust  has  also  muscled 
subsidies  for  its  Citizen  Utility 
Boards  out  of  the  utility  industry — 
and,  more  spectacularly,  for  its 
PIRGS — out  of  student  dues  at  many 
colleges,  although  most  pirg  activity 
is  off-campus  and  political.  Both 
methods  have  suffered  from  court 
challenges.  But  when  a  ucla, student 
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referendum  recently  barred  calpirg 
from  fee  collecting,  its  lobbyists  in 
Sacramento  attempted  to  restore  that 
source  of  funding. 

•  Door-to-door  solicitation  raises  an 
impressive  $48  million  a  year  for  the 
Nader  Trust,  making  massive  use  of 
cheap,  idealistic  foot  soldiers — a  base 
salary  of  between  $175  and  $300  a 
week  plus  commission.  Citizen  Ac- 
tion says  that  on  any  given  summer 
night  It  has  2,000  on  the  march.  Re- 
ports from  the  canvassing  front  speak 
of  a  combination  of  strict  discipline 
and  song-singing  boosterism  redolent 
of  a  kamikaze  sweatshop. 

All  very  creditable,  if 
creepy.  But  remember 
that  this  successful  solic- 
itation partly  depends  on 
offering  a  tax  deduction 
in  return.  And  the  issues 
raised  on  the  doorstep — 
clean  water  and  apple 
pie — are  not  alarmingly 
political ...  at  first. 

Remember  also  that 
the  cost  of  this  money 
can  be  high — sometimes 
up  to  70%  of  gross — and 
it  takes  a  lot  of  organiz- 
ing. Still  worth  it,  of 
course,  not  least  because 
the  presence  of  canvass- 
ers on  the  doorstep  is  in 
itself  politically  useful. 
Indeed,  Citizen  Action's 
Edwin  Rothschild  direct- 
ly told  Forbes  that  its 
canvassers  push  political 
candidates,  a  flagrant 
breach  of  their  nonprofit 
status  that  Executive  Di- 
rector Ira  Arlook  was 
anxious  to  deny. 

•  Unions,  aided  by  lax  disclosure,  can 
easily  conceal  their  support  for  the 
Nader  Trust.  Thus  the  uaw,  long  ru- 
mored to  be  close  to  Nader,  militantly 
refuses  to  explain  the  $713,000  of  its 
members'  dues  that  irs  documents 
show  it  gave  in  1989  to  such  interest- 
ing-sounding causes  as  "Citizenship" 
and  "Fraternal."  Nevertheless,  at 
least  one  Nader  loose  affiliate.  Citi- 
zens for  Tax  Justice,  is  virtually  all 
union-funded.  And  there  are  other 
signs  of  union  involvement:  Union 
officials  turn  up  on  the  boards  of  Citi- 
zen Action. 

•  Insurance.  "We  do  not  take  any  busi- 
ness or  industry  money  at  all,"  Joan 
Claybrook  told  Forbes  in  1989. 

Public  Citizen  may  not.  But  Clay- 
brook  is  cochair  of  Advocates  for 
Highway  and  Auto  Safety  (revenues, 
$1  million),  which  is  funded  by  the 
insurance  industry.  And  the  Center 
for  Auto  Safety  took  in  contributions 
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of  over  $200,000  last  year  h-om  All- 
state and  State  Farm  foundations. 

This  relationship  is  no  surprise  to 
the  embattled  minority  of  non-Nader- 
ite  promarket  consumer  groups.  "In 
fact,  industry  is  not  actually  on  our 
side,"  says  Consumer  Alert's  Barbara 
Keating-Edh,  "because  they  use  regu- 
lations to  gain  a  competitive  edge." 

The  edge  the  insurance  industry 
seeks  is  to  staunch  its  claims  out- 
flow— in  any  way.  Nader  can  help 
pass  costs  on:  for  example,  to  Detroit 
and  the  consumer  (expensive  manda- 
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Tax  law  violation?  According  to  a  com- 
plaint filed  with  the  Federal  Election 
Commission,  this  May  15,  1988  Wash- 
ington Post  Citizen  Action  ad  allegedly 
shows  canvassing  for  candidates  despite 
nonprofit  status 

tory  safety  devices)  or  the  government 
(more  expensive  roads)  or  the  motor- 
ist (speed  limits,  crash  helmets). 

Nader  is  acutely  aware  of  this  in- 
dustry hankering.  He  was  openly 
power-brokering  at  last  year's  Profes- 
sional Insurers  Agents  convention, 
one  of  many  insurance  forums  he  reg- 
ularly addresses,  urging  the  industry 
to  "sit  around  the  table"  with  him 
and  use  its  "muscle"  to  support  his 
current  panaceas — and  to  abandon 
tort  reform,  which  he  warned  would 
bring  "an  incredible  backlash." 

Insurance  companies  are  notorious- 
ly short-sighted.  But  even  a  blind  and 
stupid  industry  might  have  gotten  the 
message  after  Proposition  103.  Never- 


theless, the  insurers  coughed  up  fo: 
Advocates  for  Highway  and  Aut 
Safety  the  next  year.  ' 

Adding  insult  to  injury,  Nader  made; 
an  extraordinary  intervention  into  the 
1990  California  Democratic  guberna- 
torial primary.  Supporting  plaintiff  at- 
torney-linked   John    Van    de    Kamp 
against  Diane  Feinstein,  he  said  that 
with  a  vote  for  Feinstein  "You  might  a^ 
well  write  a  check  to  Aetna  and  Statej 
Farm" — two  of  the  very  insurers  that 
write  checks  to  the  Nader  Trust. 
•  Plaintiff  attorneys  and  Ralph  Nader 
have  a  connection  that  can  only  be 
described  as  umbilical.  The  financial 
birth   of   Nader's   move- 
ment, another  myth/mir- 
acle,   was    the    unprece- 
dented   $425,000    settle- 
ment   in     1970    of    his 
invasion  of  privacy  suit 
against  General  Motors 
And  Nader's  lawyer,  Stu 
art  M.  Speiser,  has  writte 
that       he       contribute 
$10,000  of  his  $150,00 
share  to  Public  Citizen 
Aviation  Consumer  Ac 
tion  Project — "at  Ralph's] 
request." 

So  Nader  was  solicitin, 
a  major  plaintiff  attorney 
contribution  right  at  the 
moment      of      creation. 
Typically,    Speiser   him- 
■7Q  self   is   an   aviation   law 
'  C          specialist    and    stood   to 
benefit  from  his  "chari- 
table" act. 

Despite        Claybrook, 
plaintiff    attorneys    who 
are    members   of   Public 
'*^  Citizen  are  easy  to  find. 

"I  contribute  regularly,"  says  Knox- 
ville's  J.D.  Lee  (estimated  1988  in- 
come, $1.5  million).  "I  probably  give 
them  [consumer  groups)  5%  of  my 
income,"  says  Miami's  J.B.  Spence 
(1988  income,  $2.5  million),  "tlpj, 
Public  Citizen,  I  "belong  to  all  of  them. 
.  .  .  It's  a  mutual  exchange  thing." 

All  this  and  tort  reform,  too. 
"Whenever  a  state  Trial  Lawyers  As- 
sociation has  a  bill  that  they  are  really 
concerned  about,"  says  the  disillu- 
sioned former  state  tla  official,  "and 
it  looks  as  though  they  need  a  heavy, 
they  bring  in  Ralph."  Nader  recently 
made  such  interventions  in  Pennsyl- 
vania and  California.  Our  source  says 
Nader  attends  state  tla  conventions, 
for  a  fee,  "winter  and  summer." 

If  idealistic  canvassers  are  Nader's 
foot  soldiers,  the  plaintiff  attorneys 
are  his  cavalry,  sure  and  swift. 

"Ralph  might  call  me  and  say 
would  you  support  such  and  such  a 
group   and  I  would  say  yes,"   says 
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TTje  saint  and  a  disciple 

iRalph  Nader  and  Public  Citizen's  Joan  Claybrook  at  1989  press  conference  on  insurance  rates. 
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Houston's  Richard  Warren  Mithoff 
(1988  income,  $7.4  million^,  himself  a 
former  Raider.  "Or  he  might  say,  if 
you  could  contact  some  lawyers — and 
others — and  see  if  they  would  be  in- 
terested in  supporting  such  and  such  a 
group."  Mithoff  says  he's  "certainly 
given  money"  to  Public  Citizen. 

Does  this  web  of  interest  have  im- 
iplications?  Well,  maybe  so. 
*  Left-wing  looneyism.  The  Nader  Trust 
.gets  money  from  foundations  inter- 
ested in  left-wing  causes.  And  many 
-Nader  Trust  attitudes  can  only  be  ex- 
plained by  leftist  ideology.  For  in- 
stance. Public  Citizen  is  opposed  to  a 
capital  gains  tax  cut,  a  leftist  reflex 
•without  any  conceivable  consumer 
rationale  that  has  even  provoked 
complaining  letters  to  its  house  mag- 
azine from  its  own  supporters.  And 
innocent-looking  causes  are  Nader- 
ized  into  a  leftist  political  agenda: 
Founder  Maggie  Kuhn  says  Nader-af- 
filiated Gray  Panthers  is  "an  advocacy 
group  .  .  .  teaching  about  peace  and 
justice,  not  consumer  stuff."  Con- 
versely, as  the  non-Naderite  Ameri- 
can Council  on  Science  and  Health's 
Ehzabeth  Whelan  says,  "if  there  is  a 
health  problem  that  does  not  target 
^dustry,  they  [the  Nader  Trust)  com- 
;pletely  ignore  it."  She  points  out  that 
'Nader's  cspi  has  campaigned  against 


presweetened  cereals  but  has  never 
endorsed  fluoridation. 

•  Tort  reform.  The  Nader  Trust's 
plaintiff  attorney  relationship  sets  in 
context  Nader's  absolute  opposition 
to  all  attempts  at  tort  reform.  Yet  one 
study  by  consultants  Tillinghast  sug- 
gests the  tort  system's  gross  cost  to 
the  economy  (and  the  consumer)  was 
$117  billion  and  rising  fast — not 
counting  stifled  innovation. 

•  Protectionism.  Nader's  labor  union 
relationships  suggest  he  will  continue 
his  traditional  tactful  reticence  about 
America's  drift  to  protectionism,  a  fa- 
vorite labor  cause.  Yet  quantitatively 
this  is  a  gigantic  threat  to  consum- 
ers— currently  costing  them  about 
$80  billion  a  year,  according  to  Nancy 
Oliver,  a  director  at  Citizens  for  a 
Sound  Economy,  another  non-Nader- 
ite Washington  consumer  group.  And 
it's  estimated  that  the  proposed  Tex- 
tile, Apparel  and  Footwear  Act  of  1990 
now  before  Congress  could  cost  con- 
sumers $160  billion  in  the  first  five 
years  alone.  But  Public  Citizen  says  it 
has  "no  position"  on  the  legislation. 

•  Environmentalism.  Nader's  depen- 
dence on  white  middle-class  staff  and 
canvassers  suggests  he  cannot  ques- 
tion their  favorite  cause:  environmen- 
talism. But,  ultimately,  it  must  raise 
costs  to  consumers. 


0*  (FORBES,  SEPTEMBER  17,  1990 


How  Nader  will  resolve  this  con- 
flict is  clear  from  the  recent  contro- 
versy over  federal  Corporate  Average 
Fuel  Economy  regulations  (cafe):  In 
an  interview  with  Barron's  David 
Henderson,  Nader  sided  with  the  en- 
vironmentalists in  demanding  that 
CAFE  standards  be  increased,  although 
this  pushes  people  toward  smaller 
cars  that  are  less  crashworthy.  Nader- 
ites  argue  that  smaller  cars  should 
just  have  more  safety  devices — al- 
though these  must  tend  to  raise  costs 
and  price  out  the  marginal  consumer. 

Illogical  for  a  safety  and  consumer- 
ism advocate — but  a  necessary  com- 
promise for  a  tough  professional  agita- 
tor balancing  in  his  web  of  interests. 

Forbes  does  not  claim  that  Ralph 
Nader  is  corrupt,  although  he's  clear- 
ly a  case  of  what  historian  Richard 
Hofstadter  described  in  his  celebrated 
essay  The  Paranoid  Style  in  American 
Politics:  "Overheated,  oversuspicious, 
overaggressive,  grandiose  and  apoca- 
lyptic in  expression.  .  .  .  His  sense 
that  his  political  passions  are  unself- 
ish and  patriotic,  in  fact,  goes  far  to 
intensify  his  feeling  of  righteousness 
and  his  moral  indignation."  Nader 
may  be  a  genius  at  touching  this  para- 
noid strain  in  the  American  people. 
He's  also  unsaintly — and  untrustwor- 
thy— at  any  speed.  ■ 
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Those  who  interpreted  the  invasion  of  Kuwait  as  the  start  of  a  new 
era  of  high  oil  prices  wet^en  't  paying  attention  to  events  in  Russia. 

Eastern  Siberia 

could  become 

another  Saudi  Arabia 


P 


By  Vladimir  Kvint 


WHEN  Saddam  Hussein  bru- 
tally annexed  Kuwait,  the 
price  of  oil  took  off.  Here  was 
an  Arab  ruler  who  was  threatening  to 
hold  the  industrial  world  hostage  for 
its  oil.  It  was  not  so  much  Saddam 
Hussein's  tanks  and  his  missiles  and 


poison  gas  that  frightened  the  West  as 
his  possible  use  of  the  oil  weapon. 

In  fact,  the  Kuwait  invasion  was  a 
sign  of  weakness  on  Saddam's  part, 
not  strength.  Saddam  could  not  fi- 
nance his  imperial  ambitions  on  $17 
oil,  so  he  sought  to  drive  prices  higher 
at  the  point  of  a  gun.  A  primitive 
man's  primitive  solution  to  a  com- 


plex modern  problem. 

It  won't  work.  What's  more,  most 
of  the  other  Arabs  know  it  won't 
work.  That's  one  reason  they  are  not 
backing  Saddam. 

Demand  and  supply  will  set  the 
price  of  oil,  not  guns  and  embargoes. 
Demand  is  growing,  but  supply  may 
be  growing  faster.  By  the  beginning  of 
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the  next  century,  Russia  may  be  ex- 
porting more  oil  than  Saudi  Arabia  is 
today.  Here  Russian  economist  Vladi- 
mir Kvint,  a  frequent  contributor  to 
Forbes,  explains  why. 

Time  is  running  out  on  the  use  of  oil 
as  a  political  weapon.  Those  who  have 
tried  to  wield  the  weapon,  Saddam 
Hussein  and  his  predecessors,  have 
counted  on  the  fact  that  the  Middle 
East  sits  on  the  world's  largest  proven 
reserves  of  oil.  But  we  now  know  that 
there  are  even  bigger  reserves  in  Rus- 
sia's Siberia. 

Not  tomorrow,  but  in  the  years 
ahead,  more  and  more  of  this  oil  will 
reach  world  markets,  assuring  that 
world  oil  prices  will  remain  under 
pressure  and  making  it  virtually  im- 
possible for  any  Arab  ruler  to  hold  the 
world  to  ransom. 

So,  whatever  happens  to  Saddam 
Hussein,  the  current  level  of  world  oil 
prices  will  prove  to  be  unsustainable. 

The  Japanese  seem  to  understand 
this  better  than  the  Americans  do. 
Without  doubt,  their  understanding 
of  Siberia's  potential  helped  persuade 
the  cautious  Japanese  that  they  could 
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The  Pacific  Century? 

Relative  to  the  Middle  East,  east- 
ern Siberia  and  its  oil  treasures  are 
in  America's  backyard — and  even 
more  so  in  Japan's.  For  several 
years,  the  Japanese  have  been  ex- 
ploring fields  off  Sakhalin  Island. 


afford  to  antagonize  Iraq  by  participat- 
ing in  the  blockade.  As  far  back  as 
1975,  Japanese  interests  launched 
their  exploration  for  oil  and  gas  off 
Sakhalin,  the  Pacific  island  just  north 
of  Japan  (see  map). 

Even  now,  with  its  economy  in  tat- 
ters, the  U.S.S.R.  remains  the  world's 
absolute  leader  in  oil  production.  Last 
year,  production,  according  to  official 
Moscow  sources,  was  12  million  bar- 
rels a  day.  My  own  evaluation  for  the 
U.S.S.R.  is  somewhat  higher — 12.5 
million  barrels.  By  comparison,  Iraq 
and  Kuwait  combined  produce  just 
over  4  million  barrels  a  day;  Saudi 
Arabia  produces  5  million  barrels;  all 
of  OPEC  produces  24  million. 

Yes,  the  Russians  need  a  lot  of  that 
oil  at  home — less  than  20%  of  their 
production  goes  for  export.  Russia 
also  desperately  needs  foreign  ex- 
change to  buy  other  things,  and  their 
easiest  way  of  getting  that  exchange  is 
by  boosting  oil  exports.  With  Western 
help,  eastern  Siberia  could  become 
another  Saudi  Arabia — although  not, 
of  course,  with  Saudi  Arabia's  low 
recovery  costs. 

A  whole  new  source  of  oil  is  about 
to  burst  upon  the  world  scene:  eastern 
Siberia  and  the  Arctic  zone  of  the 
U.S.S.R. 

From  their  magazines  and  newspa- 
pers, most  Americans  have  gotten  the 
idea  that  the  Soviet  Union's  oil  pro- 
duction is  centered  in  the  republics  of 
Kazakhstan  and  Azerbaijan — in  the 
oilfields  of  Baku,  Astrakhan  and  Shev- 
chenko  along  the  Caspian  Sea — and  in 
the  fields  of  western  Siberia,  which 
are  fast  being  depleted.  This  is  mis- 
leading. The  Central  Asian  republics' 
reserves  have  been  running  out  for 
decades;  they  now  account  for  just  6% 
of  Soviet  production. 

Nearly  all  the  rest  of  Soviet  produc- 
tion comes  from  the  Russian  Socialist 
Republic,  primarily  from  the  western 
Siberian  fields  tapped  in  the  1960s  and 
1970s.  They  are  closer  to  population 
centers  and  enjoy  milder  climate  con- 
ditions than  the  eastern  areas.  But 
thanks  to  mismanagement  and  abys- 
mally low  worker  incentives  and  pro- 
ductivity, yields  from  western  Siberia 
have  been  steadily  falling. 

These  are  old  fields.  To  get  the 
same  amount  of  oil,  one  must  now 
drill  six  times  as  many  wells.  And  the 
cost  of  the  ecological  damage  in  these 
regions  is  bigger  than  the  costs  of  the 
facilities  for  waste  processing. 

Yet  with  help  from  capitalist  coun- 
tries, western  Siberia  can  significant- 
ly increase  its  oil  exports  based  on  its 
northern  and  deeper  oilfields:  On  av- 
erage in  the  U.S.S.R.,  only  7%  of  oil  is 
extracted  from  the  oilfield,  about  a 
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fifth  the  level  in  U.S.  fields.  Especially 
promising  are  the  Sea  of  Okhotsk 
shelf  and  formations  near  the  Pechora 
River  region,  1,000  miles  northeast  of 
Moscow. 

But  all  this  is  small  change  com- 
pared with  the  exciting  prospects  for 
eastern  Siberia.  According  to  geolo- 
gists of  the  Soviet  Union's  Academy 
of  Sciences,  the  oil  reserves  of  eastern 
Siberia  are  even  bigger  than  those 
forecast  for  opec. 

As  long  ago  as  1978  it  was  clear  to 
Siberian  geologists  and  economists 
that  western  Siberia's  oil  production 
peak  was  rapidly  approaching  and 
that  new  fields  must  be  sought  farther 
east.  By  this  time  very  promising  geo- 
logical forecasts  had  appeared,  an- 
nouncing secretly,  as  always,  un- 
heard-of oil  and  gas  fields  in  eastern 
Siberia,  in  the  Arctic  offshore  and  in 
the  Pacific  coastal  regions  of  the  Sovi- 
et Far  East. 

As  the  economic  knowledge  of 
these  regions  was  practically  nonexis- 
tent, I  proposed  a  series  of  economic 
expeditions  to  evaluate  the  treasures 
locked  beyond  the  Urals.  These  mis- 
sions, similar  in  some  ways  to  Ameri- 
ca's Lewis  and  Clark  expeditions,  in- 
cluded geologists,  engineers,  and  phy- 
sicians. I  was  one  of  them. 

In  1979-81  wc  explored  the  Arctic 
regions  of  the  U.S.S.R.,  the  Far  East 
and  various  territories  of  Siberia.  The 
geologists  discovered  tremendous  po- 
tential between  the  eastern  shore  of 
the  Ycnisey  River  and  the  Lena,  espe- 
cially the  oil  belt  dividing  the  Taymyr 
peninsula  from  the  mainland. 

A  slow  start  has  been  made  on  de- 
velopment. East  Siberian  fields  will 
produce  only  around  20  million  bar- 
rels this  year.  Not  much  in  global 
terms.  But  I  think  we'll  see  the  same 
kind  of  growth  in  east  Siberia  that  we 
saw  in  west  Siberia:  from  7  million 
barrels  a  year  in  1965,  to  7  million 
barrels  of  oil  every  ciay.  By  the  year 
2000,  eastern  Siberia  will  be  yielding 
more  than  140  million  barrels  of  oil 
each  year,  as  well  as  billions  of  cubic 
feet  of  natural  gas. 

But  these  are  minimal  figures  for 
the  year  2000.  They  assume  little  help 
from  abroad  in  either  technology  or 
capital.  If  the  capital  and  expertise  of 
companies  like  Exxon,  Royal  Dutch/ 
Shell  and  British  Petroleum  could  be 
turned  loose  on  the  region,  there  is  no 
telling  how  high  production  might  go. 
Straw  in  the  wind:  Chevron  Corp.  has 
announced  it  is  beginning  exploration 
in  Kazakhstan,  prologue,  perhaps,  to 
the  oil  fever  to  come. 

Eastern  Siberia  may  sound  like  an- 
other planet  to  Americans.  In  fact  it  is 
America's  next-door  neighbor,   four 
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hours'  flying  time  from  Anchorage 
and  about  seven  hours  from  Seattle. 
Harsh  as  it  is,  it  is  a  much  pleasanter 
place  to  live  and  work  than  the  barren 
deserts  of  Arabia. 

Alaska,  until  1867  a  Russian  prov- 
ince, is  separated  from  some  Siberian 
oilfields  by  only  several  dozens  of 
miles  across  the  Bering  Strait.  There 
are  some  oilfields  in  the  far  eastern 
U.S.S.R. — principally  off  Sakhalin  Is- 
land and  the  Kamchatka  Peninsula, 
for  example — from  which  an  over- 
night oil  delivery  to  Alaska  could  be 
organized. 

US.  consumers  would  benefit  di- 
rectly from  this  proximity.  I  have  cal- 
culated that  total  transportation  costs 
to  the  U.S.  West  Coast  from  eastern 


an  rivers,  including  the  Yenisey,  the 
Indigirka  and  the  Lena,  create  a  natu- 
ral transportation  system  for  oil  and 
other  resources.  And  the  2,000-mile- 
long  Baykal-Amur  railroad,  begun  in 
the  1970s,  runs  through  the  middle 
north  of  Siberia  and  the  Far  East,  con- 
necting the  oilfields  with  the  already 
existing  ports  on  the  Pacific  Ocean. 
From  there,  it  is  a  one-day  tanker  run 
to  Japan,  and  another  day  or  two  to 
Alaska. 

Beyond  oil  and  gas  there  are  other 
Siberian  treasures  to  harvest — honfer- 
rous  metals,  coal  (next  door  to  one 
oilfield  is  the  world's  biggest  brown 
coal  field,  estimated  at  more  than  a 
trillion  tons),  gold  and  lumber.  And 
while  extracting  oil  you  do  not  want 
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More  interesting  than  a  barren  Middle  Eastern  desert. 


Siberian  oilfields  would  be  a  fraction 
of  the  costs  of  importing  oil  from  the 
Middle  East.  Russian  oil  may  even  be 
pumped  from  tankers  into  the 
Aleyeska  pipeline.  Within  ten  years 
this  natural  geographic  proximity  will 
become  a  new  factor  in  economic 
growth. 

The  world's  energy  transportation 
routes  and  economics  are  going  to  be 
changed.  The  Arctic  Seaway,  linking 
all  of  the  northem  U.S.S.R.  to  the 
warm-water  Pacific,  is  to  become  a 
very  busy  route  indeed.  And  an  ex- 
tremely efficient  one.  Foreign  compa- 
nies began  experimenting  with  this 
route  back  in  1980.  I  watched  the  un- 
loading of  the  Mannesmann  pipes 
from  West  Germany  sent  for  the  gas 
pipeline  to  the  icy,  unequipped  shore 
of  the  northem  point  of  the  Yamal 
Peninsula. 

In  addition,  the  great  eastern  Siberi- 
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to  throw  away  diamonds,  just  because 
they  are  in  the  way. 

Development  in  eastern  Siberia 
will  be  somewhat  slowed  by  environ- 
mental concerns.  While  Soviet  envi- 
ronmentalists are  not  as  anticapitalis- 
tic  as  their  American  counterparts 
and  do  not  enjoy  the  weapons  provid- 
ed by  the  U.S.  legal  system,  Soviet 
environmentalists  will  put  pressure 
on  the  authorities  to  make  sure  that 
the  eastern  Siberian  wilderness  is  not 
ravaged.  In  former  years  many  big  Si- 
berian projects  were  facilitated  by 
bribes  to  Soviet  bureaucrats. 

But  Siberians  will  not  allow  the  rape 
of  nature  and  their  lives  anymore.. East- 
em  Siberia  is  a  beautiful  wasteland, 
with  huge  forests  and  severe  moun- 
tains. It  has  cold  winters,  but  hot  and 
bright  summers.  Several  attractive  cit- 
ies exist  in  these  regions,  such  as  Nor- 
il'sk  and  Krasnoyarsk  and  Irkutsk. 


Under  Soviet  rule,  development  i: 
Siberia  has  been  tremendously  dam 
aging  to  the  environment.  With  ex 
ploitation  comes  the  same  sad  pic 
ture.  All  the  trees  are  cut.  Near  th 
mines  and  oilfields,  workers  endure 
terribly  shabby  housing — one  rooirli 
for  four  people  in  a  hostel,  fumishecj  i 
with  an  old  wardrobe,  table  and  t\  ' 
set.  For  4,000  to  5,000  oil  workersi 
there  is  one  club,  usually  painted  Pari* 
ty  red,  where  the  entertainment  is!) 
amateurish.  No  wonder  the  worker;, 
drink  so  much.  The  fatigue  gradual! 
accumulates,  the  productivity  of  la 
bor  falls. 

If  Western  companies  are  to  go  t 
the  U.S.S.R,  they'll  have  to  inves 
something.  But  at  an  estimate 
$8,000  per  worker,  it  will  stil 
cost  less  for  these  companie 
to  upgrade  Siberian  facilitie; 
than  it  now  costs  to  house  am 
feed  workers  in  Alaska  or  oi 
North  Sea  oil  rigs.  Employer 
will  also  have  to  invest  in  so 
cial  infrastructure,  and  pa 
decent  wages. 

But  to  whom  should  interl 
ested  foreign  businesses  ap 
ply?  The  U.S.S.R.,  led  by  Mik 
hail  Gorbachev?  Or  the  Rus 
sian  Republic,  led  by  Bori: 
Yeltsin?  The  parliament  o| 
the  Russian  Socialist  Repub| 
lie  has  already  declared  it 
property  rights  for  all  of  Rus! 
sia's  natural  resources,  in 
eluding  areas  that  current! 
produce  92%  of  the  U.S.S.R.'; 
oil.  Foreign  oiJ  entrepreneur: 
should  find  a  willing  ear  in  th 
new  Russian  govemmen 
which  would  far  prefer  to  se! 
oil  for  hard  currency  than  t 

other  Soviet  republics. 

It  is  clear  that  the  Russian  Repub 
lie's  market-oriented  young  econo 
mists  will  try  to  sell  not  just  the  crud 
oil  but  also  higher-value-added  rej 
fined  petroleum  products.  That  i 
why  eastern  Siberia  may  be  of  th 
greatest  interest  to  petrochemica 
processors;  the  former  will  certain!;  '» 
be  favored  over  those  seeking  purely 
extractive  investments. 
It  is  time  for  American 


IS  time  tor  American  business 
people  to  start  thinking  in  terms  o 
the  Pacific  Century,  and  of  America 
and  Russia  as  neighbors  across  thai 
shrinking  pond.  It  is  also  time  t( 
stop  worrying  about  Arab  oil  embar 
goes  and  start  thinking  about  hov 
to  bring  all  that  Russian  oil  t( 
world  markets.  Some  Arab  nation! 
may  be  able  to  withhold  their  oil  fo: 
a  while  to  punish  the  West,  bu 
Russia,  hungry  for  development 
cannot.  ■ 
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The  Problem  With 
Buying  Software  From 
AHaraware  Company 


Once  a  company  gets  locked  into  hardware  and  software  from  one 
computer  vendor,  it  operates  at  the  mercy  of  that  vendor 


Many  companies  buy  and  build 
software  that  runs  on  only  one 
kind  of  computer.  Locking 
themselves    into    one 
vendor's  hardware. 
These  companies 
can  then  find 
themselves 
trapped 


into  buying  a  ten  million  dollar 
computer  when  a  one  million  dollar 
computer  from  another  vendor 
would  actually  do  a  better  job. 

These  expensive  hardware  traps 
can  easily  be  avoided  by  using  the 
right  software. 

Oracle  software  runs  on  virtually 
every  computer  -  mainframes,  mini- 
computers, workstations  and  PCs. 
From  virtually  every  vendor. 

Oracle  software  lets  companies 
develop  applications  that  run  on  all 
their  computers.  And  share  data 
among  them  as  well. 


Most  important  of  all,  it  lets 
companies  exploit  newer,  faster 
and  cheaper  technologies  as  they 
emerge. 

Call  1-800-633-1058  ext.  1812  for 
more  information. 

We'll  tell  you  how  you  can 
move  forward  without  worrying 
about  what  you're  stepping  into. 


Every  GE  engine 
a  guarantee  you  cai 


You  don't  have  to  read  the  fine  print 
Just  tell  your  GE  Tech  Rep  what  you  need. 
He'll  be  there,  doing  everything  he  can  to 
keep  your  engines  flying  on-time  and 
profitably  That's  his  personal  guarantee. 

But  at  GE,  we  also  know  every  airline  is 
different  So  an  engine  support  program 
right  for  one,  may  not  answer  the  needs  of 
another 

That's  why  we  have  Customer  Support 
tailored  especially  for  you. 

All  it  takes  to  get  started  is  a  call  to 
your  GE  Customer  Support  Manager,  or 
Dick  Papes  at  513-552-2100. 

With  the  details  of  your  fleet  and  oper- 
ating environment,  we'll  develop  an  engine 
support  program  personalized  to  meet  your 
airline's  special  needs. 

When  we  told  your  GE  Tech  Rep  what 
we're  doing,  he  said,  "It's  only  fitting. 

Support  is  the  bottom  line." 


GE  Aircraft  Engines 

Keeping  the  Promise 


|omes  with 
alkto. 
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Bank  stocks  have  few  friends  these  days,  hut  some  smart  money  is 
nibbling  at  selected  bank  stocks  and  bonds. 


Where  is 
the  bottom? 


By  Howard  Rudnitsky 


1AURENCE  TiscH  and  his  family 
_  are  shrewd  investors,  but  even 
I  they  can  get  burned.  Last  year 
the  Tisches  bet  that  the  worst  was 
nearly  over  for  Bank  of  Boston,  the 
stock  having  fallen  from  around  30  to 
20  a  share.  They  picked  up  4.7  million 
shares,  6.7%  of  those  outstanding,  at 
an  average  cost  of  $20  a  share.  Recent- 
ly Bank  of  Boston  stock  traded  at 
about  9.  Such  are  the  hazards  of  trying 
to  pick  a  bottom. 

Over  the  past  ten  months,  other 
well-known  investors  have  put  big 
money  into  the  depressed  shares  of 
big  banks  like  Chase  Manhattan,  First 
Bank  System  and  First  Interstate,  only 
to  see  prices  drop  10%  to  30%. 

Apparently  the  premature  bargain 
hunters  did  not  realize  how  much 
more  bad  news  was  still  in  the  pipe- 
line. In  July  a  report  by  C.J.  Lawrence 
analyst  Carole  Berger  said  that  several 
big  New  York  banks  could  cut  their 
dividends  over  the  next  year  or  so. 
Among  the  banks  on  her  list  were 
Chase  Manhattan,  Manufacturers 
Hanover,  Chemical  and  Citicorp. 

Then  Federal  Reserve  Board  Chair- 
man Alan  Greenspan  told  the  Senate 
banking  committee  that  bank  capital, 
even  at  the  target  8%  level,  is  too  low, 
and  implied  that  banks  had  two  alter- 
natives, neither  congenial:  Either 
they  should  raise  fresh  capital  or  they 
should  shrink  their  assets. 

It's  a  tough  situation.  Raising  capi- 
tal is  extremely  costly  today  for  most 
banks.  Typically,  their  existing  shares 
sell  below  book  value,  and  bank  hold- 
ing companies  in  New  England  and 
the  Middle  Atlantic  states  have  seen 
their  bonds  fall  so  low  that  they  cur- 
rently yield  15%  and  more — junk 
bond  levels. 

Under     these     conditions,     many 
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stock  analysts  are  advising  investors 
to  steer  clear  of  most  bank  stocks. 
Others  see  opportunity,  for  now  at 
least,  in  selected  bank  debt.  Several 
big  New  York  banks  have  ten-year 
bonds  that  offer  yields  of  11%  to 
12.5%.  Chemical  Bank's  10%s  of 
1999,  for  instance,  yield  12.5%.  Chase 
Manhattan's  10s  of  1999  yield  12.1%. 
Why  bonds  but  not  stock?  Com- 
mon dividends  may  be  a  casualty  of 
the  current  capital  shortages,  ■  but 
bond  interest  is  comparatively  much 
safer.  Yes,  if  a  big  bank  holding  com- 
pany goes  under,  the  bondholder  can 
take  a  beating:  Texas'  First  Republic- 
Bank  went  under  in  1988,  and  the 
holding  company's  bonds  collapsed. 


Nevertheless,  with  the  biggest 
banks,  the  "too  big  to  fail"  doctrine 
offers  some  reassurance  to  bondhold- 
ers. This  doctrine  holds  that  the  con- 
sequence of  failure  by  a  well-knowr 
money-center  bank  could  cause  a  fi- 
nancial panic.  Thus  the  Fed  would  gc 
to  great  lengths  to  keep  that  bank 
afloat  before  allowing  the  holding 
company's  debt  paper  to  default. 

What  about  bank  stocks?  Are  there 
none  analysts  like?  J. P.  Morgan  &  Co. 
remains  on  a  number  of  "buy"  lists, 
based  on  its  superior  capital  strength 
and  strong  loan  reserves.  Recently  it 
traded  at  $31.75  on  the  New  York 
Stock  Exchange,  a  price/earnings  ratic 
of  8.5.  Another  bank  likely  to  fare 
well  despite  economic  problems  in 
the  New  York  area,  says  Oppenhei- 
mer  &.  Co.  analyst  Chris  Kotowski,  is 
Republic  New  York,  which  recentl) 
enhanced  its  growth  prospects  by  ac- 
quiring Manhattan  Savings  Bank  (as- 
sets, $3  billion).  Republic's  risk-ad- 
justed capital  stands  at  a  solid  12%  of 
assets.  BankAmerica's  stock  has 
jumped  230%  in  price  from  its  low  in 
late  1987,  but  it  has  a  powerful  con- 
sumer banking  franchise  in  Califor- 
nia, and  its  loan  portfolio  is  thought 
to  have  been  picked  clean  of  major 
problems.  Mellon  Bank  has  attracted 
some  favorable  attention.  While 
many  of  the  nation's  largest  banks 
reported  sharp  earnings  declines  for 
this  year's  second  quarter,  Mellon 
managed  to  stay  about  flat. 

The  best  hope  for  most  banks  today 
lies  in  sharply  cutting  costs  and  dis- 
posing of  marginal  assets.  This  pro- 
cess can  be  enhanced  by  large  bank 
mergers,  but  don't  look  for  immediate  '1. 
profits  from  takeovers.  When  they  dcd 
occur,  most  will  involve  exchanges  of 
stock  without  substantial  premiums 
over  market. 

Today  35  of  the  largest  banks  em: 
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ihe  field  cannot 
veil  be  seen  from  within 
he  field" 


Ralph  Waldo  Emerson 


To  know  what  is  possible 
tomorrow  you  must  be  willing  to  step 
outside  of  what  is  possible  today. 

The  long  view  is  all. 

At  Toshiba,  we've  been  taking 
that  view  to  help  aeate  a  tangible  future 
for  over  one  hundred  years. 

Sustaining  it  now  with  our 


commitment  to  manufacturing  in  the  U.S. 
And  with  a  wide  diversity  of  products 
of  the  highest  quality 

All  of  which  have  helped  make  us 
one  of  the  leading  electrical  and  electronic 
manufacturers  in  the  world. 

A  nice  perspective  to  have.  When 
you  work  in  as  many  fields  as  we  do. 


Zolor  TVs  &  VCRs  •  Computers  &  Printers  •  Copiers  •  CT  Scanners  •  Digital  Instrumentation  •  Disk  Drives  •  Facsimile  Systems  •  Home  Appliances  •  Industrial  Motors  &  Controls 

'quid  Crystal  Displays  •  Medical  Tubes  •  MR  Imaging  •  Nuclear  Medicine  •  OPTO  Electronic  Devices  •  Picture  Tubes  •  Portable  Audio  •  Professional  Video  Systems  •  Room  Air  Conditioners 

Semiconductors  •  Telecommunication  Systems  •  Tuj'bines  &  Generators  •  Ultrasound  •  Uninterruptible  Power  Supply  •  Variable  Speed  Drives  •  X-Ray  Systems 


In  Touch  with  Tomorrow 


TOSHIBA 


He  never  dreamed  of  an  award  like  this. 
Martin  Luther  King,  Jr.  never  set  out 
to  win  awards  for  social  responsibility. 
He  simply  saw  a  wrong,  and  tried  to 
right  it.  BP  is  extremely  proud  to 
receive  the  1990  Social  Responsi- 
bility Award  from  the  Martin  Luther 
King,  Jr.  Center.  In  fact,  this  award 
honors  him  more  than  us.  For  when  we 
invest  in  education,  housing,  and 
neighborhood  redevelopment,  we  are 
simply  following  his  example. 


^ 


iTeveland,  OlTwiP 


COOPER 


—  Total  return  on  Cooper  Industries 
common  stock  adjusted  for  stock 
splits,  witti  dividends  reinvested, 

—  Total  return  on  ttie  Standard  &  Poor  s 
500  Composite  Index,  with  dividends 
reinvested. 

If  you  tiad  invested  $1 ,00  in  Cooper  common 
stock  at  the  end  of  1969.  the  value  of  that 
$1  00  would  have  grown  to  $22,67  by  the 
end  of  1989,  By  contrast,  if  you  had  invested 
$1 ,00  at  the  same  time  in  a  fund  that 
mirrored  the  Standard  &  Poor  s  500 
Composite  Index,  that  $1 ,00  would  have 
been  worth  $8,90  at  the  end  of  1989, 


The  mark  of 

balanced 

performance. 

As  a  diversified  competitor  in  world 
markets,  Cooper's  earnings  are  not 
totally  dependent  upon  the  temporary 
ups  and  downs  of  any  market  or 
country's  economy.  Through  a  strategic 
plan  of  acquisitions  in  five  business 
segments,  we  have  achieved  a  balanced 
perfomiance  that  has  served  our  share- 
holders well.  This  chart  compares  the 
growth  of  an  investment  in  C^ooper 
common  stock  over  the  past  20  years 
with  an  equal  investment  in  a  fimd  that 
mirrors  the  Standard  and  Poor's  .'JOO 
Composite  Index. 

The  Cooper  Industries  trademark — 
the  C^oopermark — is  your  assurance  of 
excellence  through  balanced  perfomi- 
ance. Look  for  it  in  these  diverse  markets: 
industrial,  construction,  electrical  power, 
automotive,  and  oil  and  gas. 

For  more  information  about  Cooper, 

please  write  or  call: 

Cooper  Industries,  Investor  Relations 

P.O.  Box  4446 

Houston,  Texas  77210 

Telephone:  713  739-5610 
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^    PRESERVATION 

PLAN  ON  IT 

Planning  on  restoring  a  house, 
saving  a  landmark,  reviving  your 
neighborhood? 

Wiite: 

National  Trust  for  Historic  Preservation 

Department  PA 

1785  Massachusetts  Ave.,  N.W. 

Washington,  D.C.  20036 


ploy  about  700,000  people.  By  gettinj 
out  of  unprofitable  lines  of  business 
automating  and  merging,  the  industry  j 
could  potentially  save  $3  billion  to  $4 1 
billion  over  the  next  four  to  five  years 
For  comparison,  consider  that  the  35  j 
large    banks    tracked    by    Salomon 
Brothers  are  expected  to  have  aftertax 
operating  income  of  around  $9.6  bil-j. 
lion  this  year. 

When  will  the  nation's  bank  shake  j 
out  be  over?  George  Salem,  the  re 
spected  bank  analyst  at  Prudential 
Bache,  is  not  optimistic.  He  thinks 
the  shakeout  process  could  take  as 
long  as  two  years.  Says  he,  "The 
banks  are  only  in  the  midpoint  of  ra 
tionalizing  the  problems  of  loan  qual 
ity  and  other  profit  pressures."  Th( 
only  banks  Salem  recommends  these 
days  are  f.P.  Morgan  and  two  region 
als.  First  Wachovia  and  nbd  Bancorp, 

Also  cautious  is  Salomon  Brothers 

Is  it  too  early  to  buy,  even 
though  bank  stocks  have 
been  slat^htered?  **(3f 
such  circumstance 
opportunity  is  bom,"  says 
star  money  manager  John 
Neff,  speaking  of  recent 
indiscriminate  dumping.  His  4 
Windsor  Fund  has  $  1 
billion  in  bank  stocks. 


analyst  Thomas  Hanley,  who  says 
this  is  "the  worst  environment  foi 
many  bank  stocks  in  more,  than  2C 
years."  Hanley,  however,  still  likes 
Bankers  Trust  and  Republic  New 
York,  and  regional  banks  KeyCorp, 
Norwest,  Banc  One  and  CoreStates 
Financial. 

Oppenheimer's  Kotowski  recom- 
mends California's  Wells  Fargo  anc 
two  underloaned  regionals  in  Michi- 
gan, NBD  Bancorp  and  Comerica. 

Is  it  too  early  to  buy,  even  though 
bank  stocks  have  been  slaughtered? 
Trying  to  call  market  bottoms — like 
trying  to  call  market  tops — is  the  risk- 
iest of  propositions.  But  some  smart 
money  is  dabbling.  In  early  August 
the  Tisches  picked  up  another  million 
shares  of  Bank  of  Boston  stock,  this 
time  at  around  $10  a  share  (seep.  224). 

"Of  such  circumstance  opportunity 
is  born,"  says  star  money  manager 
John  Neff,  speaking  of  recent  indis' 
criminate  dumping  of  bank  stocks. 
Neff's  Windsor  Fund  has  nearly  one- 
third  of  its  assets  in  financial  stocks. 
He  has  recently  sold  a  couple  of  Brit- 
ish bank  stocks  but  added  to  his  hold- 
ings in  Citicorp  and  BankAmerica; 
overall,  he  has  retained  his  large  ($l! 
billion)  commitment  to  the  banking 
industry.  ■ 
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Space  >tge 
^    Blacksmith 

•  --i 

The  mighty  blacksmith,  working  over  his  forge,  has  long  been  the  romantic 

symbol  of  raw  strength  and  power.  But  consider  for  a  moment  the  strength 

it  takes  to  be  a  space  age  blacksmith.  Consider  the  strength 

it  takes  to  make  a  metal  part  which  will  hold  a  jet  engine  in  place 

while  it  generates  over  62,000  lbs.  of  thrust. 

The  support  for  the  forward  engine  mount  on  the  tail  pylon  of  the 

McDonnell  Douglas  MD-11  is  forged  for  Rohr  Industries  by 

Fansteel  California  Drop  Forge  from  6  AL  4  V  titanium,  a  material 

which  provides  optimum  strength  to  weight  ratios. 

The  part  begins  as  a  billet  that  is  over  40  inches  long,  8  inches  in  diameter 

and  that  weighs  150  lbs.  Making  an  initial  formation  from  the  billet 

requires  the  strength  of  Fansteel  California  Drop  Forge's  new 

35,000  lb.  steam  hammer,  a  brawny  giant  which  stands  over  25  ft.  high. 

Then,  like  the  blacksmith,  we  work  and  forge  the  part  to  exact 

specifications  which  yield  a  perfect  fit  and  unfailing  strength. 

Space  age  blacksmithing;  just  one  more  reason 
it  will  pay  you  to  know  more  about  us. 

I  An  integrated  producer  of  aircraft/aerospace, 

metalworking  and  energy-related  products. 

FANSTEEL  INC.  •  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (708)  689-4900 
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It's  natural  for  Volvo  to 
seek  new  paths. 


ew  carmakers  have  been  able  to  achieve 
as  much  as  Volvo. 

For  us,  it  is  second  nature  to  meet  new 
technological  challenges  and  extremely  high 
quality  demands.  Consider,  for  example,  the 
military  jet  engines  we  develop  and  make 
for  the  Swedish  Air  Force.  Following  that 
path  led  us  naturally  into  a  civilian  aerospace 
program,  with  such  partners  as  General 
Electric,  Pratt  &  Whitney,  Garrett  and  Rolls 
Royce.  The  commercial  aviation  activities 
today  rank  as  the  largest  business  operation 
of  Volvo  Flygmotor. 


A  major  step  forward  was  our  involvement 
in  the  European  Ariane  space  project.  Sine  we 
the  early  1970s,  Volvo  has  supplied  the 
combustion  chamber  and  nozzle  for  the 
powerful  engines  of  the  Euro  rocket.  Now 
we're  deeply  involved  in  the  latest  genera-, 
tion  of  Ariane  rockets  which  are  fuelled  by 
liquid  hydrogen  and  oxygen. 

Our  task  at  Volvo  has  been  to  supply  an  |ef 
exit  nozzle  capable  of  being  chilled  to  -240° 
to  withstand  a  flame  of  3500°  C,  and  the 
supersonic  turbines  powering  the  engines' 
fuel  pumps.  Some  240  mm  in  diameter,  the 
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arbines  rotate  at  a  speed  of  34,000  rpm  and 
evelop  11,000  kW! 

The  next  step  into  space  will  be  a  space 
lane.  West  Germany  and  France  are 
urrently  waging  a  hi-tech  struggle,  with 
i.  lompeting  programs  aimed  at  developing  a 
rue  space  plane.  The  odds  are  excellent 
lat  Volvo  will  be  playing  its  role  in  helping 
le  first  space  plane  take  off  shortly  after 
le  year  2010. 


VOLVO:  79,000  employees  worldwide.  Sales 
US  $  15  billion.  Our  core  business  areas  are 
cars,  trucks  and  public  transport,  marine  and 
industrial  engines,  and  aerospace.  The  group 
also  has  substantial  interests  in  construction 
equipment,  food  and  pharmaceutical  industries. 
Our  position  as  a  major  international  group 
with  large-scale  operations  in  Europe  and 
North  America  is  a  result  of  quality,  safety,  high 
ethical  standards  and  showing  care  for  people 
and  the  environment. 
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what's  this?  An  underleveraged  developer 
who  eschews  publicity'  and  trophy  proper- 
ties, and  who  can  still  boirow  moneys? 


In  equity  we  trust 


By  Seth  Lubove 


Tl  HE  ONLY  BUILDING  bearing  the 
name  of  Pittsburgh's  bilhonaire 
developer,  buyout  financier  and 
venture  capitahst  Henry  Hillman  is 
the  hbrary  he  donated  to  the  Universi- 
ty of  Pittsburgh.  When  a  visitor  points 
out  a  tiny  street  named  after  Hillman 
m  a  Portland,  Ore.  mdustrial  park,  an 


aide  winces.  "Don't  tell  Henry  about 
that,"  the  aide  pleads. 

In  a  business  of  egos,  high-priced 
publicists  and  staggering  debt,  Hill- 
man, 71,  has  become  one  of  the  coun- 
try's largest,  and  lowest-profile,  com- 
mercial real  estate  developers.  Hill- 
man, a  contrarian  with  deep 
pockets — Forbes  estimates  his  per- 
sonal worth  at  around  $2.5  billion 
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Henry  Hilltnan 

Moves  quickly,  spends  freely,  and  keeps  his  name  off  the  buildings. 
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even  under  current  market  condi 
tions — and  his  team  at  Hillman  Prop- 
erties concentrate  on  out-of-favoi 
markets  and  sites,  moving  quickly 
and  spending  freely  to  outbid  the| 
competition.  Once  he  identifies  an 
idea  and  the  person  to  run  it,  Hillman 
usually  opens  a  checkbook  and  allows 
management  to  develop  the  project 
free  of  home-office  meddling. 

Right  now  Hillman's  $3  billion 
(market  value)  property  portfolio  con 
sists  of  90  properties  in  20  states.  The} 
6.1  million  square  feet  he  has  under 
construction  include  major  down- 
town projects  in  Boston  (to  be  com 
pleted  in  1992),  Atlanta  and  Philadel- 
phia. Another  multimillion-doUai 
project  breaks  ground  in  Los  Angeles 
next  year.  In  Oregon,  where  the  econ 
omy  is  still  bustling  from  growth  in 
the  high-tech  and  apparel  industries, 
Hillman  is  the  busiest  developer.  At 
least  75%  of  his  properties  built  oi 
under  construction  are  fully  leased, 
and  without  the  usual  range  of  tenant 
freebies  and  concessions.  Hillman's 
people  say  his  cash  flow  is  more  than 
adequate  to  support  his  debt  service 

"I  would  describe  him  as  a  sleeping 
giant,"  says  John  Cushman  III,  a  Los 
Angeles  broker  who  has  sold  proper 
ties  to  Hillman. 

Hillman  did  not  start  poor.  His  fa 
ther  built  a  fortune  in  Pittsburgh's  old 
smokestack  coal  and  coke  industries 
Back  in  the  1960s  and  early  1970s, 
Hillman  used  his  inheritance  to  in 
vest  heavily  in  venture  capital  proj 
ects  such  as  Tandem  Computers.  He 
also  participated  in  the  $100  million 
buyout  of  Trailways,  while  investing 
in  Kohlberg  Kravis  Roberts  &  Co.'s 
leveraged  buyout  funds.  This  was 
long  before  Wall  Street  began  retailing 
the  buyout  concept,  and  when  annual 
returns  to  investors  were  typically 
50%  to  100%  and  more. 

Real  estate  development  caught 
Hillman's  fancy  in  a  big  way  in  1974. 
His  timing  was  good,  and  his  capital 
base  helped  mightily.  Deep  pockets 
mean  Hillman  often  beats  out  the 
competition  on  choice  parcels  and 
gets  better  financing  terms.  No  mys 
tery  here:  He  can  afford  to  put  more 
equity  into  the  deals.  Hillman's  thick 
equity  cushions  serve  him  particular- 
ly well  in  depressed  markets  such  as 
Boston,  where  credit  has  slowed  to  a 
trickle  for  most  developers.  Seeking  a 
$268  million  construction  loan  this 
summer  for  his  $700  million  down- 
town office  tower,  Hillman  was  turn- 
ing banks  away.  "We  could  have  got- 
ten four  times  as  many,"  says  Donald 
Chiofaro,  Hillman's  joint  venture 
partner  for  the  project. 

It  is  an  old  axiom  that  builders  will 
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Allstate  Life 
gets  AAA, 
Aaa  rating 

THE  RESULTS 

ARE  IN; 

Standard  &  Poor's  and  Moody's 
award  Allstate  Life  their  top  rating  for 
1989.  Here's  what  Standard  &  Poor's 
has  to  say  about  Allstate  Life's  stability : 

"Allstate  Life's  management  team 
has  carefully  developed  and  clearly 
defined  strategies." 

"Strong  business  characteristics, 
conservative  capitalization,  and  favor- 
able financial  perfornianre" 


And  Moody's  comments: 


''Sophisticated  asset/ liability 
portfolio  management!' 

''Strong  capitalization" 

"Conservative  investment  strategies" 
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There  should  be  no  mystery  about  the  security  of  your  life  insurance  company  It  should  be  f  nanaally 
sold  stable  and  highly  rated  by  the  financial  experts-Moody s. Standard  &  Poors.and  A.M.  Best  Co 
'  Allstate  Life  received  the  top  rating  from  all  three  services  last  year.  We  3..*5jS««.rki 
also  enioyed  our  most  successful  year  ever  Quality  products,  customer  service,  /|||nfn*p- 
and  financial  stability  have  been  the  story  of  our  lite.  Call  an  Allstate  agent  ^llbldlC 
today  and  make  them  the  story  of  yours.  ^»-- '"  «'-'  '^■ 
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American  Express  announces  Shearson  Lehman  Hutton  will  become  a  full  member 

of  the  American  Express  famih: 

•       APRIL  26 

New  leadership  sets  goals  for  the  1990s:  to  be  the  investment  firm  most  responsive 
to  the  needs  of  each  client,  that  most  consistently  adds  value  to  every  transaction, 

and  whose  quality  is  second  to  none. 

JLTNE6 

Two  new  dixisions  announced,  shaped  to  meet  customer  needs:  Lehman  Brothers  — 

investment  banking  and  capital  markets;  Shearson  Lehman  Brothers  — 

individual  investor  sendees  and  asset  management. 

AUGUST  9 

Shareholders  ratify  unstinting  support  for  Shearson  Lehman  Brothers 
as  an  American  Express  company  and  tlie  course  its  leaders  have  set  for  the  1990s. 

And  beyond. 


THE  INVESTMENT  TM 


"Every  investment  is  a  statement  of  faith.  Faith  in  the 
future,  and  in  the  powers  of  talented  men  and  women  to  make 

that  future  happen. 

"Let  there  he  no  doubt:  The  American  Express  commitment 

to  Shearson  Lehman  Brothers,  their  over  9,000  Financial 

Consultants,  and  to  Lehman  Brothers  is  complete  and 

unshakable. 

"As  of  today,  Shearson  Lehman  Brothers  and  American 
Express  are  one  enterprise." 


James  I).  Robinson  III  -  August  10, 1990 
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JVILL  CHANGE  EWE^ING 

'7n  the  1990s,  how  a  firm  does  business  will  be  as  important 

as  the  business  it  does. 

"Yesterday's  acquisition  ofShearson  Lehman  Brothers 

'  by  American  Express  raises  the  standards  by  which 

investment  firms  will  be  judged. 

"Leadership  in  this  decade  will  be  earned  by  the  organization 

with  the  most  passionate  dedication  to  serving  each  client 

as  if  he  or  she  were  its  only  client 

"We  are  going  to  be  that  firm."  ] 

SHEARSON  ^^^-^  J""^thanS.  Linen 

LEHMAN 
BROTHERS 


'AWEBIOMJi 
■EXBBESS 


Don  Chiofaro,  /lil/man's partner  in  Boston 

He  spent  two  yearm fighting  local  bureaucrats. 


build  as  long  as  bankers  will  lend  to 
them,  which  is  why  real  estate  is  such 
a  cyclical  affair.  Hillman  contradicts 
the  axiom.  "There's  no  pressure  on 
our  group  to  do  deals,"  says  Carl  Gre- 
fenstette,  Hillman's  longtime  chief 
lieutenant.  "If  we  go  six  months  with- 
out doing  a  deal,  that's  fine."  Nor  is 
there  an  urge  to  own  trophy  properties 
in  trendy  markets.  When  Texas  and 
New  York  City  were  hot  a  few  years 


ago,  Hillman  passed.  "We  do  deals 
more  on  an  opportunity  basis,"  Gre- 
fenstette  explains. 

Michael  R.  Chase,  a  soft-spoken 
former  Citicorp  mortgage  lender,  runs 
Hillman's  growing  empire  from  mod- 
est offices  in  Newport  Beach,  Calif. 
Chase  reports  monthly  to  Grefen- 
stette  in  Pittsburgh,  but  Hillman  re- 
views everything  quarterly  and  fre- 
quently pops  in  on  projects. 
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Michael  R.  Chase,  president  of  Hillman  Properties 
"We  aren't  intimidated." 
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For  most  deals,  Hillman's  financiriL, 
is  about  as  uncomplicated  as  a  homel 
mortgage.  Straight  construction  loans 
and  long-term  mortgages  from  lendersj 
like  Westinghouse  Credit  Corp.  andt 
Citicorp  make  up  the  bulk  of  his  debt.! 
The  Hillman  team  sticks  mostly  to| 
commercial  development,  with  a  fewi 
scattered  retail  and  residential  proj- 
ects. Hillman  builds  only  from  the 
ground  up,  and  never  buys  buildings 
already  up  and  rented.  "We're  looking 
for  higher-risk,  higher-reward  situa 
tions,"  says  Grefenstette. 

Hillman  doesn't  shy  from  trouble — 
sites  where  the  planning,  zoning  and 
environmental  bureaucrats  tie  up 
builders  in  expensive  red  tape.  Many 
other  builders  can't  afford  the  time  it 
takes  to  deal  with  these  hassles;  in 
effect,  Hillman  uses  the  bureaucrats 
as  a  weapon  against  his  competitors. 
In  Boston,  for  example,  beginning  in 
1981,  Hillman  and  Chiofaro  struggled 
for  two  years  to  get  building  approv- 
als, knocking  heads  with  some  150 
citizen  groups  and  government  agen 
cies  along  the  way.  In  the  end,  they 
agreed  to  some  architectural  modifi 
cations  on  the  46-story  office  complex 
and  had  to  pay  $10  million  to  relocate 
a  highway  ramp  that  was  planned  to 
be  where  Hillman  wanted  to  build.  A 
number  of  other  developers  looked  at 
the  site.  But  only  Hillman  wanted  to 
tackle  the  bureaucracy. 

"We  aren't  intimidated,"  Chase 
says.  "You  just  work  through  the 
rules."  Hillman's  reward:  As  of  now, 
97%  of  the  completed  first  phase  is 
occupied. 

Hillman  doesn't  lose  any  time  at 
the  closing  table  either.  When  Unocal 
Corp.  put  12.6  acres  of  prime  down 
town  Los  Angeles  property  up  for  sale 
in  July  1988,  several  serious  bids  were 
made.  Hillman's  $205  million  offer 
got  the  nod.  It  was  lower  than  several 
other  offers,  but  it  was  all  cash  and 
Hillman  promised  a  fast  close.  Hill 
man  plans  to  invest  $1.5  billion  to 
build  5  million  square  feet  of  office 
and  retail  space  and  a  hotel  there, 
with  the  first  phase  to  open  in  1993 

Having  survived  real  estate  slumps 
before,  Hillman's  people  aren't  both 
ered  by  the  latest  downturn.  "Every- 
thing has  cycles,"  Chase  says.  "The 
economy,  the  stock  market,  real  es- 
tate. But  when  it  comes  back,  it 
comes  back  strong." 

Hillman  has  routinely  put  plenty  of 
equity  into  his  projects  and  hasn't  got 
ten  himself  hopelessly  in  debt.  Most 
developers  can't  say  that.  They  will 
emerge  from  the  current  contraction 
with  their  assets  severely  diminished. 
Hillman  will  emerge  stronger  than 
ever.  ■ 
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"Shoemaker^,  stick  to  your  last. "  Nojuially 
that's  good  advice,  but  Melville  Coip.  has 
prospered  by  ignoring  it. 


Reshaping  the  last 


By  Sttbrata  N.  Chakravarty 

1IKE  MANY  CLICHES,  "shoemaker, 
_  stick  to  your  last"  has  an  illus- 
I  trious  ancestry.  The  Ist-centu- 
ry  Roman  scholar,  Pliny  the  Elder, 
told  the  story  of  a  cobbler  who  criti- 
cized the  depiction  of  shoes  in  a  paint- 
ing. The  pamter  repamted  the  shoes. 
Full  of  himself,  the  cobbler  then  criti- 
cized the  painter's  rendering  of  the 
subject's  thigh.  The  infuriated  painter 


got  off  the  great  line,  "Shoemaker, 
stick  to  your  last." 

Francis  Rooney  Jr.,  the  now-retired 
chief  executive  officer  of  Rye,  N.Y.- 
based  Melville  Corp.  (he  was  succeed- 
ed by  Stanley  Goldstein  in  1987,  but 
still  sits  on  Melville's  board),  decided 
to  disregard  this  venerable  advice.  For 
half  a  century  after  its  founding  in 
1914,  Melville  Corp.  was  a  shoemaker 
and  shoe  seller.  Its  shoe  store  chain, 
Thom  McAn,  had  a  name  that  was 


Stcmle}'  Goldstein,  Melville  Cotp.  chainuan  and  chief  executive 
Redesigning,  not  filling,  Francis  Rooney's  shoes. 
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synonymous  with  value  and  quality. 
Remembers  Rooney:  "They  came  out 
with  a  $4  leather  shoe  in  the  1920s 
that  was  a  tremendous  value." 

When  Rooney  took  over  in  1964, 
however,  he  looked  for  other  promis- 
ing avenues  for  growth.  He  called  in 
business  consultant  Peter  Drucker. 
"Drucker  advised  me  quite  a  bit  in 
trying  to  define  our  business  and  talk- 
ing about  our  strengths,"  Rooney  re- 
calls. "With  his  help  we  realized  that 
our  business  was  not  just  to  be  shoe 
dogs,  or  shoe  salesmen,  but  that  we 
had  a  certain  expertise  in  operating 
specialty  stores.  And  we  have  stuck  to 
the  concept  of  specialty  retailing." 
Today,  in  addition  to  shoes,  Melville 
sells  toys,  apparel,  household  furnish- 
ings, prescription  drugs,  and  health 
and  beauty  aids. 

It  is  hard  to  quarrel  with  the  results. 
Last  year  Melville  reported  sales  of 
$7.6  billion,  its  25th  consecutive  year 
of  growth.  Earnings  rose  in  all  but  one 
of  those  years.  For  1989  they  were 
$398  million,  or  $3.56  per  share,  mak- 
ing for  a  compound  growth  rate  of 
17.6%.  Return  on  stockholders'  equi- 
ty has  averaged  a  hefty  24.3%. 

So  far  in  1990,  Melville  seems  to 
have  shrugged  off  the  recession  that 
has  hit  so  many  retailers.  In  this 
year's  first  half,  Melville's  sales  in- 
creased 11.3%,  to  $3.6  billion,  and 
earnings  (before  a  preferred  dividend) 
grew  9.3%,  to  $94  million. 

"Melville  is  kind  of  like  the  old 
Green  Bay  Packers:  three  yards  and  a 
cloud  of  dust,  and  at  the  end  of  the 
game  they  are  large  winners,"  says 
Sanford  C.  Bernstein  retail  analyst 
Richard  Baum.  "They  tend  not  to  be 
very  flashy,  but  they  are  terrific  exec- 
utors." Baum  estimates  that  for  the 
full  year  earnings  per  share  will  in- 
crease 12%,  to  $4.00,  on  a  16%  sales 
increase  to  $8.8  billion.  The  stock 
currently  sells  for  under  11  times 
Baum's  earnings  estimate,  a  discount 
to  the  Standard  &  Poor's  500. 

Melville  is  really  a  collection  of  spe- 
cialty retailing  chains.  There  is  Prints 
Plus  (prints  and  posters),  with  1989 
revenues  of  just  $32  million.  There  is 
cvs  (prescription  drugs,  health  and 
beauty  aids),  with  sales  of  $1.95  bil- 
lion. Melville's  15  divisions  will  end 
1990  operating  over  8,000  stores. 

Rooney  began  his  diversification  in 
1968  by  creating  Chess  King,  an  ap- 
parel chain  for  young  men.  Soon 
thereafter.  Harvard  Business  School 
marketing  professor  Theodore  Levitt 
told  him  about  a  Woonsocket,  R.I.- 
based  health  and  beauty  aids  compa- 
ny called  Consumer  Value  Stores' 
(now  cvs).  Initially  skeptical  about 
Melville's  ability  to  run  such  a  busi- 
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\t^E  CAP-^  CHAPsfGE  THE  FUTURE. 

Accidents  will  happen.  But  they're  not  inevitable.  With  an  effective  loss  control  program  we  can  break 
a  chain  of  eVents  today  that  could  lead  to  an  accident  tomorrow. 

At  Atlantic  Mutual  our  customers  realize  that  thinking  ahead  is  crucial  to  their  employees'  safety.  So, 
working  closely  with  us,  they  Lake  careful  steps  to  protect  their  employees,  and  prevent  unnecessary  property 
loss.  Steps  that,  ultimately,  lead  to  another  shared  advantage:  the  financial  reward  of  lowered  premiums  and  the 
potential  for  dividends. 

It's  a  better  way  to  insure.  And  everyone  benefits 

Talk  with  your  agent  or  broker  about  us  soon.  Because  at  Atlantic  Mutual  the  future  belongs  to 
the  carefvd.  Atlantic  Mutual  Insurance  Company,  45  Wall  Street,  New  York,  NY  10005. 
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We  cannot  let  owning 
a  home  fall  beyond  the 
reach  of  the  average 
American? 

— Governor  James  Blanchard, 
announcing  Michigan's 
$500  million  partnership 
with  Freddie  Mac. 


he  Michigan  Initiative,  developed  by  Freddie 
Mac  in  partnership  with  the  state  of  Michigan,  will  help 
to  finance  homes  for  as  many  as  10,000  working  families. 
The  plan  offers  30-year,  fixed-rate,  single-family 
mortgages  to  eligible  buyers  through  participating  lenders 
statewide.  By  modifying  underwriting  and  servicing 
guidelines,  providing  homebuyer  education  and 

counseling,  sharing  credit  risk,  and  involv- 
ing community  groups,  the  plan  will  allow 
individuals  to  have  access  to  financing  that 
would  normally  be  out  of  reach. 

The  Michigan  Initiative  reaffirms 
Freddie  Mac's  commitment  to  low-  and 
moderate- income  homebuyers.  It  will 
assist  lenders  in  meeting  state  and  federal 
Community  Reinvestment  Act  require- 
ments, and  should  become  a  blueprint  for 
other  states  to  follow. 

"Combining  Freddie  Mac's  prudent 
business  practices  with  this  creative  and  efficient 
approach  to  our  country's  housing  problems  makes 
everyone  a  winner— lenders,  borrowers,  communities 
and  ultimately,  the  entire  eqonomy, "  said  Freddie  Mac 
Chairman  Leland  Brendsel.  "That's  why  Freddie  Mac 
is  encouraging  other  state  governments  to  work  with 
us  to  develop  similar  programs.  It's  our  continued 
commitment  to  homeownership. " 

For  more  information,  call  our  new  Affordable 
Housing  Initiatives  Department  at  703-759-8806. 


THE  IDEA  BEHIND  ONE  IN  EIGHT 
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ness,  Rooney  nevertheless 
agreed  to  meet  the 
founders.  Rooney  was  so 
impressed  by  brothers  Sid- 
ney and  Stanley  Goldstein 
and  Ralph  Hoagland  that  he 
bought  their  company  for 
$12  million.  So  capable  was 
Stanley  Goldstein  that  Roo- 
ney eventually  chose  him 
as  his  successor. 

Rooney  went  into  dis- 
count apparel  in  1976. 
That's  when  he  bought 
Marshalls,  one  of  the  na- 
tion's first  off-price  retail- 
ers of  branded  apparel.  Mar- 
shalls purchases  manufac- 
turers' overstock  at  heavy 
discounts  and  passes  on  the 
savings  to  customers. 

CVS  and  Marshalls  be- 
came the  cornerstones  of  — - — - — - 
Melville's  specialty  store  empire.  Fur- 
ther acquisitions  included  Kay-Bee 
toy  stores,  Wilsons  House  of  Suede, 
Bermans  (leather  outerwear).  Acces- 
sory Lady  (clothing  accessories),  This 
End  Up  (furniture),  Linens  'n  Things 
and  Freddy's  (deep  discount  drug- 
stores), among  others. 

Melville's  chains  are  generally 
moderately  or  discount-priced,  and 
concentrated  in  shopping  malls  and 
strip  shopping  centers.  The  mall- 
based  approach  was  deliberate.  With 
several  different  retailing  concepts, 
Melville  can  run  more  than  one  store 
in  a  mall.  That  makes  the  company  a 
highly  prized  tenant  and  helps  Mel- 
ville get  prime  locations.  Moreover, 
Melville  can  often  switch  tactics  by 
switching  stores.  If  Thom  McAn  isn't 
clicking  at  a  certain  mall,  for  in- 
stance, Melville  can  replace  it  with  a 
Wilsons  store  selling  leather  jackets. 

With  Goldstein  in  charge 
since  1987,  the  pace  of  ac- 
quisitions hasn't  slowed  a 
bit.  At  the  end  of  June, 
Goldstein  made  Melville's 
largest  buy  ever,  purchasing 
Peoples  Drug  Stores  for 
$330  million.  Barely  a  week 
later,  Goldstein  struck 
again  with  the  $95  million 
purchase  of  Circus  World 
Toy  Stores,  another  mall- 
based  retailer. 

Both  acquisitions  were 
powerful  moves.  Circus 
World,  with  sales  of  $178 
million,  will  complement 
Melville's  Kay-Bee  toy 
chain.  Circus  World  is 
strongest  in  the  Southeast, 
where  Kay-Bee  is  weakest. 
Melville  will  now  totally 
dominate    mall-based    toy 
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If  a  drugstore  isn't  working,  how  about  leather  goods? 


retailing  and,  with  total  toy  sales  of 
$900  million,  it  will  be  second  only  to 
Toys  "R"  Us,  which  prefers  stand- 
alone stores. 

Peoples  Drug  is  also  a  perfect  geo- 
graphic fit.  While  cvs  dominates  the 
Northeast,  Peoples  is  most  powerful 
in  the  mid-Atlantic  states.  Between 
them,  they  virtually  control  the  chain 
drugstore  business  along  much  of  the 
Eastern  seaboard. 

Mark  this:  Melville  is  not  just  a 
conglomerate.  Its  management  style 
is  highly  decentralized,  but  when  it 
buys  something,  it  does  so  knowing 
that  it  can  improve  the  acquisition  by 
applying  tested  Melville  methods. 
Peoples  Drug,  for  example,  has  oper- 
ating margins  of  around  1.5%,  com- 
pared with  over  7%  for  cvs,  according 
to  Baum.  Circus  World's  margins  are  a 
quarter  those  of  Kay-Bee.  Baum  be- 
lieves that  Melville's  operating  skills 


A  Marshcills  s/ore  in  Wtiync.  .\ J 
Designer  clothes  at  a  discount. 


can  more  than  double  the 
margins  of  both  newly  add 
ed  chains  within  a  year  or 
two  and  can  continue  to 
improve  them  thereafter 

Shoes?  Melville  remains 
very  much  in  the  business, 
although  it  is  declining  in 
importance,  dropping  from 
32%  of  sales  in  1985  to 
probably  below  20%  in 
1990.  The  number  of  Thom 
McAn  stores  has  been  cut 
by  a  third  in  the  past  de 
cade,  to  841.  Still,  footwear 
has  the  highest  return  on 
assets  of  any  of  Melville's 
business  groups,  thanks 
largely  to  its  Meldisco  divi 
sion,  which  leases  and  runs 
the  shoe  departments  of  K 
mart's  stores. 

The  question  confronting 

Melville  now  is:  Which  chains,  if  any 
should  be  dumped  so  that  the  compa 
ny  can  concentrate  on  those  thai 
show  the  most  promise  for  growth? 
Since  all  the  chains  are  profitable  anc 
require  little  top  management  atten 
tion,  there  is  no  urgency  to  unloac 
any.  Still,  some  don't  fit  Melville's 
strengths.  Over  the  years  Melville  has 
shown  no  aptitude  for  fashion  mer 
chandising.  Moreover,  the  company's 
biggest  successes  have  come  from 
building  acquired  companies — such 
as  cvs,  Marshalls  and  Kay-Bee— rath- 
er than  developing  chains  from 
scratch. 

Chess  King,  Rooney's  original  start 
up,  has  grown  to  only  $267  million  in 
sales  in  22  years  and  has  recently  in- 
curred problems  trying  to  keep  up 
with  the  increasingly  fickle  young 
men's  market.  Other  relatively  lack 
luster  divisions:  Accessory  Lady 
This  End  Up;  Prints  Plus 
Tannery  West,  which  offers 
high-priced  leather  outer 
wear;  and  Fan  Club,  Mel 
ville's  too-little,  too-late 
effort  to  get  in  on  the  name 
brand  athletic-shoe  market 
that  Thom  McAn  largel 
missed. 

This  shoemaker  didn' 
stick  to  his  last.  Rather 
Frank  Rooney  succeeded  b 
redefining  the  last.  Lik^ 
Rooney,  Goldstein  is  likel 
now  to  reshape  the  last  t( 
fit  his  own  foot.  Havinj 
found  Melville's  strength; 
in  high-volume  and  moder 
ately  priced  nonfashior 
merchandise,  Stanley  Gold 
stein  appears  to  be  concen 
trating  zealously  on  those 
strengths.  ■ 


154 


FORBES,  SEPTEMBER  17,  1990 


.X 


1%> 


What  a  lift  to  work  should  be. 

A  luxury  car  should  make  you  feel  like  you've  left  the  crowd  behind. 
The  Lincoln  Continental.  Even  in  the  gridlock  of  rush  hour,  it  makes 
you  feel  far  above  it  aE.  Continental  is  one  of  the  world's  most  ad- 
vanced luxury  cars.  Anti-lock  brakes,  speed-sensitive  steering,  electronic 
air  spring  suspension  and  a  driver-side  air  bag  Supplemental  Restraint 
System.  All  standard.  For  a  free  brochure,  call  1   800  446-8888. 
Or  visit  a  Lincoln  dealer  One  drive  and  you'U  see  that  other  luxury 
cars  tend  to  get  lost  in  the  crowd.  And  that  Lincoln  Continental  is 
exacdy  what  a  luxury  car  should  be. 

Lincoln.  What  a  luxury  car  should  be. 


oil 


LINCOLN-MERCURY  DIVISION  C^S^ 


Buckle  up-together  we  can  save  lives 


For  55  years  Leo  Burnett  has  been  creating 
clever,  timeless  and  heartfelt  advertising. 
Who  says  you  have  to  be  flashy  to  be  good? 


Lionizing  Leo 


By  Rita  Koselka 


IN  THE  FAST-PACED  WOrld 
of  advertising,  Leo  Bur- 
nett Co.  seems  rather 
dull,  slow  and  hokey. 

Photos,  corny  sayings  and 
cartoons  of  the  agency's 
founder — who's  been  dead 
for  nearly  20  years — decorate 
the  offices.  Employees,  who 
call  themselves  "Burnet- 
ters,"  say  things  like  "That's 
what  Leo  would  have  done" 
nearly  every  day.  Flashy 
competitors  deride  the 
homespun  "critters"  that 
have  made  up  some  of  the 
agency's  most  memorable 
campaigns  (Tony  the  Tiger, 
Charlie  the  Tuna).  Worse 
crime  still,  the  agency  is 
based  in  Chicago,  where  no 
dedicated  New  York  or  Los 
Angeles  type  would  be 
caught  for  anything  else  but 
a  change  of  planes. 

And  that's  precisely  how 
Leo  Burnett  wants  it.  And 
why,  in  the  often  fickle 
world  of  Madison  Avenue, 
the  agency  remains  a  solid, 
profitable  winner,  with  sur- 
prising loyalty  from  employ- 
ees and  clients  alike.  With 
estimated  revenues  of  $500 
million  and  estimated  earn- 
ings of  about  $25  million,  it 
buys  more  network  tv  adver- 
tising time  than  any  other 
agency.  Two  years  ago  it  was 
named  agency  of  the  year  by 
both  Advertising  Age  and  Ad- 
week  magazines,  the  first 
company  ever  to  receive  both 
awards  in  the  same  year. 

Leo  Burnett  has  done  all 
this  by  bucking  every  trend 


Founder  Leo  Burnett  and  friends 
His  spirit  and  drive  have  lived  on. 


Ph()[uh\  I-dl)ian  Bachrath 


inherent  in  the  advertising 
business.  It's  privately  held 
by  employees,  thereby  elimi- 
nating  outside    interference 
and  expectations.  It  has 
avoided  the  merger  trend 
that  has  hobbled  high- 
flying agencies  like  Saatchi 
&.  Saatchi.  It  doesn't  pay  its 
5,700  employees  huge  sala- 
ries, relying  instead  on  bo- 
nuses, profit  sharing,  compa- 
ny stock  and  other  benefits 


to  keep  everyone  feeling  warm  and 
fuzzy.  It  seems  to  work:  The  average 
senior  manager  has  been  there  20 
years,  and  just  under  a  third  of  the 
people  who  currently  work  in  U.S. 
offices  have  been  at  the  firm  ten  or 
more  years. 

Perhaps  most  important,  in  a 
shocking  departure  from  advertising 
norms,  Burnett  emphasizes  good  old- 
fashioned  midwestern  values  and 
teamwork  rather  than  fostering  indi- 
vidual egos — eliminating 
some  of  the  prima  donna 
problems  that  often  beset 
creative  businesses. 

It  all  began  in  1935,  when 
Leo  Burnett,  a  copywriter 
who  became  a  creative  direc- 
tor, opened  his  own  little 
agency  in  a  makeshift  office 
m  Chicago's  Palmer  House 
^  Hotel.  He  had  eight  employ- 
ed" ces  and  three  clients.  On  the 
receptionist's  desk  was  a 
bowl  of  apples  for  visitors 
and  employees — a  nice  De 
pression-era  touch  the  agen 
cy  retains  today.  First-year 
billings  were  $600,000.  Last 
year's  were  $3.2  billion,  and 
the  apple  count  was  700,000, 
given  away  in  its  50  offices 
worldwide. 

Management  is  in  the 
hands  of  an  1 1-man  team  led 
by  Chairman  Hall  (Cap)  Ad- 
ams Jr.  Half  the  team  are  on 
the  creative  side,  the  artists 
and  writers,  and  half  are  ac- 
count people,  who  work  on  a 
client's  marketing  plan. 

Four  years  ago,  to  help  ar- 
ticulate what  had  made  the 
firm  so  successful  over  the 
years,  two  top  officials  gath- 
ered   up    the    2,000    or    sc 
memos,    letters    and    othei 
documents  saved  by  previous  i 
managements.  Working  oul  j 
of   one   manager's    summei  i 
home,  they  divided  and  clas- 
sified  everything   by    topic 
and  distilled  it  all  into  a  poli 
cy   statement   of   about   2 

pages  covering  each  aspect  o 

the  business.  (Sam- 
ple: "Clients— We 
will  limit  the  num- 
ber of  clients  we 
serve  so  that  we  be- 
come deeply  in- 
volved in  each  of  their 
businesses  as  partners 
and  not  suppliers.") 

That  policy  translates 
to  a  domestic  client  list 
of  only  31  companies, 
including      such      blue 
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THE  TRAVELERS  HAS  BEEN  RANKED  AS  ONE 

OF  AMERICA'S  TOP  INVESTMENT  MAIi\GERS 

FOR  FIVE  YEARS|RUNNINGr  ^ 

The  bottom  line  is  your  financial  peace  of  mMd." 


1 


You're  better  off  under  the  Umbrella? 


Over  5,000  clients  entrust  us  with  their  assets  and  they  all  make  the  same  derriand — 
performance.  Performance  that  is  strong  and  consistent.  Performance  that  is  backed  by 
$50  billion  in  assets.  125  years  of  experience.  And  a  commitment  to  customer  service 
that  gives  our  clients  what  they  value  most — financial  peace  of  mind . 

*Based  on  SEI  ranking  of  our  Dixersified  Portfolio  Management  program  (balanced  fund  uni\  crse). ,  • 
The  Travelers  Companies,  Hartford,  Connecticut  06183 


'  0  the  Travelers  Corporation 


What  DoYou  Get 
When  The  Aerodynamics 
Oe  a  Truck  Approaceies 

That  Oe  A  Bullet? 


moLmnfough  in  aerodynamic  design.  ^Dramatic  fuel  savings.  *A  swing-up  ' ' 
nose  for  easy  service.  *262-cubic  feet  of  luxurious  interior  space.  *  The  high-efficiency 
vehicle  that  redefines  the  meaning  of  the  word  productivity. 

Class  Attracts  Class 
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A  DIVISION  OF 


Leo  Burnett's  executive  committee 
Creating  "big,  enduring  ideas. 


// 


chips   as   Philip   Morris,    Procter    & 
Gamble,  Kellogg  and  Hallmark  Cards. 
Most  other  agencies  of  its  size  average 
over    100    clients.    Burnett's    clients 
have  stayed  with  the  agency 
an  average  of  20  years — by 
any  measure   a  remarkable 
achievement.  And  88%  of  its  , 

annual  revenue  growth  over 
the  last  five  years  has  come 
from  new  business  for  exist- 
ing clients. 

Working  closely  with  cli- 
ents often  means  helping  de- 
velop new  products.  In  the 
early   1960s  Burnett  helped 
Union  Carbide  create  Glad 
.  bags,  the  first  plastic  food  storage  bag. 
More  recently  it  was  instrumental  in 
Procter  &  Gamble's  development  of 
the  "his  and  hers"  lines  of  Luvs  dis- 
posable diapers. 

The  agency  prides  itself  on  what  it 
calls  "big,  enduring  ideas,"  like  the 
Marlboro  man  ads,  which  are  so  well 
known  now  that  some  don't  even 
mention  Marlboro.  Other  hits  have 
included  Morris  the  Cat — for  Heinz' 


/ 
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9-Lives  cat  food — and  "Friendly 
Skies"  for  United  Airlines.  Its  current 
award-winning  United  campaign  fea- 
tures realistic  little  stories — like  the 
manager  who  hands  out 
United  tickets  to  employees 
with  orders  to  visit  all  their 
customers. 

Burnett  admits  its  manage- 
ment style  is  slow  and  detail- 
oriented.  It  took  the  compa- 
ny years  to  expand  overseas, 
and  it  only  recently  brought 
in  a  top  manager  to  run  direct 
marketing,  a  staple  of  any  big 
agency.  But  in  typical  Bur- 
nett fashion,  instead  of  buy- 
ing a  direct  marketing  firm  and  keep- 
ing it  as  a  separate  unit,  the  agency 
hired  the  best  person  it  could  find  on 
the  outside  and  built  up  the  function 
internally,  integrating  it  with  the  rest 
of  the  firm. 

Regional  account  and  creative  di- 
rectors meet  several  times  through- 
out the  year,  and  all  the  creative  peo- 
ple from  midlevel  up,  some  120,  meet 
yearly  on  an  outing  called  Camp  Leo. 


There  they  review  over  1,000  of  the 
ads  produced  by  Burnett  the  previous 
year  to  keep  the  ideas  current  and 
improving. 

Programs  such  as  Camp  Leo  instill 
the  founder's  motto:  "When  you 
reach  for  the  stars  you  may  not  quite 
get  one  but  you  won't  come  up  with  a 
handful  of  mud,  either." 

In  short,  the  Burnett  agency  has  ac- 
complished something  that  has  elud- 
ed so  many  other  businesses;  It  has 
managed  to  keep  the  spirit  and  drive 
of  the  founder  alive  and  well  almost 
two  decades  after  the  founder  himself 
passed  on.  Most  such  efforts  end  in 
parody.  In  Burnett's  case  it  has  ended 
in  success.  ■ 
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SPECIAL  ADVERTISING  SUPPLEMENT 


THE  FRANCHISE 
OPTION 

Career  Alternatives 

Abound  in  the  World  of 

Franchising 


BY  GREG  MATUSKY 


There  is  a  new  playing  field  in  corpo- 
rate America  that  is  opening  career 
opportunities  to  anyone  who  as- 
pires to  own  a  business.  Franchising, 
the  marketing  system  that  now  ac- 
counts for  more  than  one-third  of  U.S. 
retail  sales,  has  emerged  as  the  pre- 
ferred method  for  professionals  to  live 
their  entrepreneurial  dreams. 

"I  had  a  lot  of  options  in  corporate 
America,"  says  James  H.  Jackson,  a 
Chicago  franchisee  of  PIP  Printing,  who 
has  worked  for  Pepsico,  ITT,  Citibank 


and  Cigna.  "But  I  wanted  something  to 
wrap  my  arms  around,  a  business  that  I 
could  embrace.  I  realized  that  if  I  didn't 
act  soon,  I  might  never  get  the  oppor- 
tunity." 

Steve  Szulhan,  who  owns  four  I 
Can't  Believe  It's  Yogurt  franchises  in 
New  York  State,  learned  a  similar  lesson. 
He  left  a  prosperous  career  in  mergers 
and  acquisitions  with  Beatrice  Foods 
Inc.  to  sow  his  entrepreneurial  seeds  in 
franchising,  "I  realized  that  if  I  was  going 
to  work  60  hours  a  week,  I  might  as  well 
be  in  my  own  business,"  says  Szulhan. 

These  professionals  are  not  alone. 
Industry  observers  report  that  a  record 
number  of  corporate  executives  are 


turning  to  franchising  as  an  alternative 
to  scaling  the  corporate  ladder. 

"Franchising  is  attracting  profes- 
sionals who  only  five  years  ago  would 
have  dismissed  the  option,"  says  Craig 
Slavin,  president  of  Franchise  Archi- 
tects, the  franchise  consulting  arm  of 
Arthur  Andersen  &  Co. 

"Corporate  downscaling  has  put 
competent  professionals  on  the  street. 
Many  are  opting  for  the  systems,  meth- 
ods, procedures  and  security  of  fran- 
chising. At  the  same  time,  franchise 
companies  have  matured.  They  now  are 
professionally  managed  organizations, 
which  is  an  important  selling  point  to 
corporate  executives  in  search  of  new, 
but  stable,  opportunities." 

To  support  his  thesis,  Slavin  cites  a 
recent  survey  his  firm  conducted  of  238 
franchise  companies.  It  revealed  that 
nearly  40%  of  responding  franchise 
companies  had  the  internal  controls  and 
organizational  structure  necessary  to 
qualify  them  as  Phase  III  companies,  an 
Arthur  Andersen  designation  for  com- 
panies destined  to  grow. 

"The  results  reveal  that  many  fran- 
chise companies  use  the  same  profes- 
sional management  strategies  as  their 
company-owned  counterparts,"  says 
Slavin. 

Here's  an  overview  of  some  of  the 
country's  leading  franchises  with  their 
game  plan  for  future  growth. 

Alphagraphics: 
Leading  the  Way 


Just  how  prevalent  is  franchising's  new- 
found professionalism?  Take,  as  a  case 
study,  Tucson-based  AlphaGraphics 
Printshops  Of  The  Future.  The  company 
has  virtually  rewritten  the  franchise 
handbook  on  attracting  quality  fran- 
chisees by  playing  off  its  professional 
image.  Recruitment  advertisements  tell 
of  the  Harvard  MBAs  who  have  bought 
AlphaGraphics  franchises,  and  the 
company  works  closely  with  out-place- 
ment firms  to  help  corporate  refugees 
find  new  homes  in  franchising. 

But  behind  the  image  and  innova 
five  marketing  is  a  steadfast  commit- 
ment to  leading-edge  technology.  For 
instance,  AlphaGraphics  was  the  first 
franchised  print  company  to  foresee  the 
potential  of  desktop  publishing  and  has 
linked  its  computers  via  satellite.  The 
ensuing  communications  network  al 
lows  franchisees  to  beam  work  to  one 
another  anywhere  in  the  world,  even  to 
AlphaGraphics'  Moscow  shop. 
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ADVERTISEMENT  2 


Dunkin'  Donuts 
Finds  New  Life 


PIP'S 

Transformation 


Gaining 
in  Weight  Loss 


But  leading-edge  technology  isn't  the 
only  benefit  franchisors  can  offer  their 
franchisees.  The  ability  to  identify  new 
opportunities  is  equally  important.  For 
instance,  when  Dunkin'  Donuts  realized 
four  years  ago  that  franchisee  costs 
were  escalating  at  a  troubling  rate,  it 
moved  quickly  to  revamp  its  40-year-old 
concept. 

"We  needed  to  find  new,  profitable 
distribution  strategies,"  says  Philip  Ben- 
nett, national  director  of  corporate 
development. 

The  company  scrapped  its  tradi- 
tional free-standing  buildings.  In  their 
place,  Dunkin'  Donuts  adopted  a  satel- 
lite store  concept  that  established  one 
production  facility  and  a  number  of  sat- 
ellite locations  that  retail  products  from 
carts  at  malls  and  food  cases  at  hospi- 
I  tals,  colleges  and  convenience  stores. 

The  result  of  the  change?  Dunkin' 
■  Donuts,  which  had  been  opening  about 
100  units  a  year,  plans  to  double  that 
'  rate  during  1990. 


Strategic  realignments  are  nothing  new 
to  today's  progressive  franchisors.  PIP 
Printing,  one  of  the  nation's  largest  print 
franchises  with  more  than  1,100  centers 
nationwide,  understands  that  change  is 
good,  if  it's  managed  effectively.  The 
company  recently  completed  a  meta- 
morphosis aimed  at  repositioning  itself 
from  a  quick  printer  to  a  full-service 
business  printer  with  complete  graphic 
arts  and  reproduction  capabilities.  The 
revamping  included  changes  to  the 
company's  menu  of  services,  logo  and 
store  design,  as  well  as  the  introduction 
of  an  array  of  advanced  technology. 

But  the  changes  were  not  made  in  a 
vacuum.  Rather,  PIP  consulted  with  the 
people  who  would  live  with  the  new 
look;  its  franchise  owners. 

"One  of  franchising's  greatest 
benefits  is  that  it  provides  a  network  of 
professionals  who  can  identify  and 
capitalize  on  change,"  says  Doug  Reiter, 
senior  vice  president  of  marketing 
at  PIP 


But  change  isn't  important  to  all  fran- 
chises. In  fact,  the  best  thing  some  fran- 
chises can  do  is  stay  the  course.  Take, 
for  instance.  Physicians  Weight  Loss 
Centers  of  America,  Inc.  Founded  in 
1979,  the  company  has  grown  steadily 
by  serving  an  ever-expanding  market: 
overweight  Americans. 

"Americans  are  more  overweight 
than  ever,"  says  Chuck  Sekeres,  presi- 
dent and  founder.  "And  children  are 
even  heavier  than  their  parents." 

Consequently,  Sekeres  predicts 
that  the  industry  will  grow  18%  by  1992, 
increasing  the  number  of  Physicians 
Weight  Loss  Centers  from  its  current  450 
to  more  than  1,200. 

"Our  game  plan  is  to  build  consum- 
er name  recognition  in  the  markets 
where  we  already  have  a  foothold,"  says 
Sekeres.  "If  we  can  become  the  first 
name  that  consumers  think  of  in  weight 
loss,  then  we  will  achieve  our  ultimate 
goal  of  supporting  2,000  centers  by  the 
year  2000." 
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Build  Your 

SUCCESS 

on  our 

SUCCESS! 


The  world's  second  largest 

video  chain  with  over  600  stores 

still  has  exceptional  locations 

available  throughout 

the  country. 

Minimum  investment  $215-$270K per  unit. 
Multi-unit  agreements  available 

To  be  considered,  call  or  umte: 

Mr.  John  L.  Barry 

v. P.  Franchise  Development 

West  Coast  Video,  9990  Global  Road 

PhUadelphia,  PA  19115 

1-800-325-7001 

Offer  by  Prospectus  only. 


Yon  Ca^'t  BiY 
OiR  Franchises 


We  Award  Them  to  financially  qualified 
individuals  who  are  ready  to  act  now  and 
want  to  be  associated  with  one  of  the  most 
recognized  names  in  the  WEIGHT  LOSS 
industry  Our  operating  system  and  ongoing 
support  will  help  you  maximize  market  share, 

Successful  candidates  must  have  $100,000 
in  liquidity  per  Center,  live  in  the  area  where 
the  Centers  will  be  located,  and  be  able  to 
make  a  decision  within  45  days  to  open  1-5 
Centers. 

For  complete  information,  call 

1-800-877-7952 

Ask  for  Maureen  Booth. 


^^^^^^  Physicians 

WEIGHT  LOSS 
Centers* 


101990  Copyrighl  Physicians  WEIGHT  LOSS  Centers  of  America,  Inc  , 
395  Spnngside  Dr .  Akron.  OH  44333-2496 


EXECUTIVES  DON'T 

BELONG  WITH 
THE  CHAIN  GANG. 


You  don't  have  to  trade  your  executive 
trappings  and  responsibilities  for  a 
uniform  and  broom  to  own  a  fran- 
chise Snelling  and  Snelling  lets  you 
stay  an  executive  You'll  work  with 
professionals  in  a  business-to-business 
enterprise,  keep  customary  business 
hours,  and  build  on  your  people 
skills.  Give  us  a  call. 

1-800-237-9475 

In  Florida  call  collect: 

813-922-9616 


Snelling  and  Snelling^ 


Americas  •  Personnel  •  System"' 


Snelling  Temporaries^ 


ADVERTISEMENTS 


Invest  In  One  Of 

The  Most  Successful 

Names  In  VIdea 

Erol's  Video.  With  over  200  stores  and  10 
years  experience  in  the  $9  billion  video  indus- 
try, Erol's  is  the  nation's  largest  independently 
owned  and  company  operated  video  rental 
chain.  And  now,  for  the  first  tinne  even  Erol's 
is  offering  franchises.  For  information,  call 
1-800-53EROLS  ext.  1305  (in  Virginia  call 
1-800-23EROLS).  And 
find  out  about  a  name 
you  can  bank  on. 

The  First  Name  in  Video. 


Estimated  Initial  Investment  $401,625  —  $640,125.  This  advertisement  does  not  constitute  an  offer. 
An  offer  can  only  be  made  by  prospectus  furnished  by  Erol's  Franchising.  Inc. 


ICaiftBelievell 

Yogurtl 


One  of  the  smartest 
investments  available. 

For  more  than  13  years,  I  Can't  Beueve  It's  Yogurt®  franchises  have  proven 

THE-MSELVES  AS  ONE  OF  THE  MOST  SENSIBLE  INVESTMENTS  AVAILABLE,  FOR  INDIVIDUALS 

OR  PARTNERSHIPS.  In  THAT  TIME,  WE'VE  EARNED  A  REPUTATION  FOR  TOP-QUALITY  PRODUCTS 

AND  EXCELLENT  FRANCHISE  OWNER  RELATIONS.  ThAT'S  WHY  WE'VE  RAPIDLY  EXPANDED 

to  more  than  400  domestic  locations.  wlth  plenty  of  room  for  more. 
All  it  takes  is  an  individual  or  combined  net  worth  of  $200,000  ($50,000  liquid). 

If  you're  interested  in  reaching  the  peak  of  success,  call  our  franchise  SALES 
DEPARTMENT  TODAY  FOR  MORE  INFORMATION. 

For  a  free  video,  call  1-800-722-5848 


Skyrocketing  demand  is  also  responsi- 
ble for  the  drannatic  growth  of  frozen 
yogurt.  The  industry,  which  was  virtually 
non-existent  in  the  early  1980s,  today 
generates  sales  in  excess  of  $1  billion  a 
year  And  leading  the  pack  is  I  Can't 
Believe  It's  Yogurt,  the  Dallas-based 
chain  of  348  stores. 

The  company,  which  spent  nearly 
six  years  developing  its  products  and 
procedures  before  franchising,  plans  to 
open  130  U.S.  stores  this  year,  accord- 
ing to  Dan  Corrigan,  vice  president  of 
marketing.  The  key  to  its  growth?  A 
newly  recruited  management  that  teams 
the  company's  original  owners,  Bill  and 
Julie  Brice,  with  veterans  of  the  fran- 
chised  fast-food  wars. 

"When  you're  aiming  for  thousands 
of  units,  it's  best  to  have  a  team  that  has 
been  there  before,"  says  Corrigan.  "We 
are  firmly  positioned  as  the  premium 
brand  in  the  market.  Now  we  have  the 
management  to  take  the  company  to 
new  heights  in  sales  and  customer 
awareness." 


New  Directions  in  Video 

While  industry  growth  is  the  impetus  be- 
hind many  companies'  franchise  pur- 
suits, the  potential  for  consolidation  can 
also  turn  a  firm  toward  franchising.  In  the 
video  rental  industry,  experts  believe 
that  the  1990s  will  be  a  time  of  conver- 
sion and  consolidation.  Erol's  Video,  a 
207-store  video  rental  chain  that  just  an- 
nounced franchise  plans,  hopes  to  use 
franchising  to  capitalize  on  the  new 
realities. 

"We  are  witnessing  a  changing  of 
the  guard  in  the  video  rental  business," 
says  Troy  Cooper,  vice  president  of 
sales  and  new  business  development. 
"Small  independent  video  businesses 
are  losing  out  to  large  chains.  Only  three 
or  four  major  players  are  going  to  sur- 
vive, and  franchising  is  our  strategy  for 
becoming  one  of  the  lucky  few." 

Erol's,  which  is  based  in  Spring- 
field, Va.,  plans  to  retain  its  company- 
owned  stores  and  use  franchising  to 
develop  peripheral  areas  where  the 
company  has  a  limited  presence. 

"fVlarket  share  is  the  name  of  the 
game  in  video  rental,  but  you  can't  de- 
velop market  share  with  only  a  few 
stores  in  a  given  market  area,"  says 
Cooper. 

"We  already  have  a  strong  core  of 
stores  that  offers  prospective  fran-- 
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chisees  immediate  name  recognition 
for  their  businesses,  and  a  customer 
base  that  knows  and  trusts  our  product 
and  service.  That's  a  great  benefit  to 
anyone  thinking  about  owning  a  busi- 
ness" 

Cleaning  Up 

in  Commercial  and 

Residential  Cleaning 

Demand  is  also  expected  to  increase  in 
the  home  and  commercial  services  sec- 
tors of  franchising.  As  businesses  slash 
costs  by  farming  out  ancillary  services, 
and  as  America's  dual-career  families 
struggle  to  find  more  time,  franchising's 
service  providers  stand  to  make  big 
strides  during  the  1990s. 

"We  are  growing  at  a  compounded 
rate  of  50%  a  year,"  says  Rick  Forster, 
vice  president  and  chief  financial  officer 
for  Servpro  Industries  Inc.,  one  of  the 
nation's  largest  commercial  and  resi- 
dential cleaning  and  fire  restoration 
franchises. 

Servpro,  which  sponsors  750  loca- 
tions, is  adding  six  to  eight  new  fran- 
chises a  month.  "Our  growth  will  con- 
tinue regardless  of  the  economy,"  says 
Forster  "In  slower  economic  times,  we 
boom  because  consumers  and  busi- 
nesses clean  and  restore  their  old  furni- 
ture and  facilities  instead  of  investing  in 
new  pr6ducts." 

A  People  Business 
for  Professionals 


-el 
"esses 
;;?ee 
■:  s'Jf- 


■  -,:  *e 
r'je- 

;'e«l 

i  'says 


Behind  franchising's  many  successes 
remain  the  people  who  make  the  mar- 
keting system  work.  And  more  and  more 
of  those  people  are  corporate  refugees 
who  find  owning  a  business  an  exhila- 
rating way  to  live. 

"Our  focus  has  been  on  executives 
who  no  longer  want  to  live  in  the  ranks  of 
corporate  America,"  says  James 
Money,  president  of  Snelling  and  Snell- 
ing  Inc.,  the  temporary  and  permanent 
placement  franchise  based  in  Sarasota, 
iRa.  "We  need  people  who  understand 
how  to  deal  with  business  clients,  both 
big  and  small,  and  who  want  to  meet 
people  through  the  marketing  of  their 
business." 

According  to  Money,  former  corpo- 
rate professionals  are  better  able  to 
manage  a  growing  business  or  multiple 
ocations.  "They  don't  cringe  from  chal- 
enges.  They  welcome  growth  as  an  op- 
oortunity  for  personal  and  professional 
development." 


YOUR  GATEWAi^  TO  A 
^15  BnUON  INDUSTRY 


Become  a  PIP  Printing  franchise  owner 
and  join  the  leader  in  the  estimated 
$15  billion  business  printing  industry! 

•  Over  1100  locations  worldwide 

•  Backed  by  more  than  23  years 
of  industry  experience 

•  Millions  of  dollars  invested  in 
research  teciinology,  training, 
advertising,  and  corporate  identity 

•  Financial  support  and  prime 
locations  available 


Prime  locations  available. 

1-800-292-4747  Ext.  ii 

PRINTING 


The  Best  Business  Printer  In  The  Business; 


Starling  a  FIP  Printing  franchise  requires  $67, (KX)  lit|uid  capital  Offering  made  by  prospectus  only  Cash  requirements  of  SiS.CKK) 
down,  with  $42.0(X)  wtjrking  capital  plus  living  expenses  Financing  available  through  PIP  Priming  'c)1940  PIP'  Printing  01^ 


SERVPRO 


Spcciali/.e  «Ji;  Diversirv 
I  iHlei   I  Kool 


Servpro  calls  it  profit  center 

development,  but  you  will  call  it  a 

fantastic  opportunity! 


ScrvpioiPront  (amUts 


Insurance  Restoration 

Commercial  Cleaning 

Janitorial  Services 

Residential  Cleaning 

Retail  Cleaning 


4  reasons  to  call  Servpro' 


1.  More  millionaires  have  been  created  as  a 
result  of  the  cleaning  industry  than 

any  other  business. 

2.  Servpro  is  a  recession  resistant  business  with 
a  23  year  track  record. 

3.  Everything  gets  dirty,  we're  not  a  fad!  We 
have  730  franchises  to  prove  it. 

4.  Our  diversification  gives  us  a  constant 
competitive  advantage. 

To  request  a  pre-ownership  business 

plan  for  a  Servpro®franchise  call: 

1-800-826-9586 


LIKE  HELPING 
PEOPLE? 


LIKE  MAKING 
MONEY? 

Both  can  be  yours  with  an  Elec- 
tric Mobility  Center  Franchise. 
We  offer  a  superior  product  line, 
professional  support  program, 
new  sales  and  service  prospects, 
the  largest  electric  scooter  market 
share  and  personal  pride  in  help- 
ing Americans  with  disabiUties. 
For  more  information,  call 
1-800-MOBILITY  (1-800-662-4548) 
(Ext.  630)  or  write  Dept.  F2743 

ELECTRIC 
MOBILITY 

FRANCHISE  CORP 

Electric  Mobility  Franchise  Corp. 
1  Mobility  Plaza,  Sewell,  NJ  08080 
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Franchise  Architecture: 

(fran'chiz  ar-ke-tek'cher)n.  the  process  of  creating  an 
effective  growth  company;  not  to  be  confused  with  the 
process  of  converting  a  business  into  a  franchise  company. 

The  Franchise  Architects,  the  franchise  consulting  unit  of  Arthur 

Andersen,  will  focus  the  talents  of  the  world's  premier  professional  services 
organization  to  guide  your  business  forward. 

Our  strong  network  of  Arthur  Andersen  professionals,  comprised  of  more  than 
200  offices  throughout  the  world,  has  the  skills,  experience  and  resources  vital 
to  successful  franchising  and  long-term  growth. 

From  improved  franchisee  training  programs  to  marketing  and  strategic 
planning  -  we  do  what  it  takes  to  help  your  franchise  become  more  efficient 
and  more  competitive. 

For  more  information,  contact 
Craig  Slavin.  Managing  Director  of 
The  Franchise  Architects,  a  unit 
of  Arthur  Andersen  &  Co..  at 
3125076130 
FAX312-507-6748 
33  West  Monroe 
Chicago,  Illinois  60603. 


Arthur 
Andersen 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


THE  FRANCHISE  ARCHITECTS 

A  UNIT  OF  ARTHUR     ANDERSEN    &    CO 


Paul 

Tuhus 

John 
McKearney 

Joe 
Culhane 

Franchise  Investment 


Harvard  Graduates  Agree.. 


John  McKearney, 
Joe  Culhane  and 
Paul  Tuhus  are  all 
Harvard  Graduates 
who  left  high-pay, 
high-pressure 
corporate  jobs  to 
own  one  of  our 
franchises.  But 
you  don't  have  to 
be  from  Havardto 
recognize  a  great 
opportunity. 


AlphaCraphics  franchise  owners  benefit  from 
the  most  extensive  R&D  program  and  support 
system  in  the  industry.  Over  300  locations 
worldwide  utilize  lasers,  computers,  presses, 
electronic  duplicators  and  an  exclusive  satellite 
network.  The  result,  the  highest  average  sales 

Average  Monthly  Sales  (In  Thousands)  a  comparison  of  the 

average  monthly  sales  of 
AlphaCraphics  locations 
to  all  other  quick  print 
franchises  over  one  year 
old.  Source:  U.S.  Dept  of 
Commerce,  Franchising 
in  the  Economy,  1986- 
1988,  and  AlphaCraphics 
Uniform  Franchise 
1986  1987  1988  1989        Offering  Circular, 

1986-1989 

If  you  want  to  take  control  of  your  future,  call 
today  for  free  franchise  information, 

1-800-528-4885. 

In  Canada  &  Arizona, 
602-293-9200. 
Minimum  cash: 
$60,000  on  investment 
of  $277,000. 
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Pflntshops  Of  The  Future 


OUNKIN* 
OONUTS 

#1  In  The  World  &  Still  Growing. 

Exciting  Opportunities  Now 

Available  Throughout  The 

Continental  United  States 


OUR  NEW  FRANCHISE  TERRITORY 
CONCEPT:  Built-in  growth  plan,  reduced 
overhead,  increased  profit  potential 
through  multi-unit  development 
opportunities. 

This  Custom  Designed  EXCLUSIVE 
DEVELOPMENT  TERRITORY  Pro- 
gram *  is  now  being  offered  to  aggres- 
sive individuals  or  groups  with  strong 
management  skills  and  minimum  net 
worth  of  $250,000  (S  100,000  Liquid). 

Take  advantage  of  our  competitive 
edge  in  MARKETING,  PRODUCT 
QUALITY,  NAME  BRAND 
IDENTIFICATION,  and 

FLEXIBLE  RETAIL  DISTRI- 
/  )        BUTION  outlets.  For 

details  on  this  opportunity 
to  experience  personal 
P^ji^fck       growth  and  reward,  write 


^-. 


Wayne  Barry, 

Dunkin'  Donuts, 

825  Georges  Road, 

North  Brunswick,  NJ  08902 

(908)  or  ( 201 )  846-1600 
FAX  (908)  or  (201)  214-1450 

'  Rxcliisi\'ily  is  limited 
( Xfcr  made  by  prospectus  onU 


Riding  the  Gray  Wave 

But  not  all  of  franchising's  growth  will 
conne  from  the  expansion  of  mature 
concepts.  Dynamic  new  ideas  and 
businesses  are  bound  to  light  up  fran- 
chising during  the  1990s.  One  of  the 
newest  concepts  is  Electric  Mobility 
Corp.  based  in  Sewell,  N.J.  The  com- 
pany marl<ets  three-wheel  scooters  to 
older  and  handicapped  Americans  who 
have  difficulty  walking. 

And  don't  underestimate  the  mar- 
ket. According  to  company  President 
Mike  Flowers,  there  are  more  than 
43  million  handicapped  people  in  the 
United  States.  As  Americans  age  and 
live  longer,  more  and  more  will  need  al- 
ternatives for  personal  transportation. 

"We're  coming  to  market  at  the  right 
time,"  says  Flowers.  "Congress  has 
mandated  that  public  businesses  pro- 
vide access  for  handicapped  Ameri- 
cans. That  means  supermarkets,  malls, 
amusement  parks  and  other  busi- 
nesses will  need  products  such  as  ours 
or  risk  violating  the  law." 

Rolling  Out 
Red  Carpet  Service 


West  Coast  Video,  a  veteran  video  rental 
franchisor,  is  pointing  to  the  "ultra"  store 
concept  to  lift  the  chain  to  new  levels  of 
sales  and  profitability. 

According  to  John  L.  Barry,  vice 
president  of  franchise  development,  the 
superstore  concept  that  spurred  the 
growth  of  some  video  rental  chains  dur- 
ing the  1980s  is  a  thing  of  the  past. 

"Our  new  ultra  stores  go  beyond 
the  superstore  concept  by  providing 
customers  a  red  carpet  level  of  service 
and  video  selection." 

Barry  says  that  superstores,  which 
typically  market  between  8,000  and 
10,000  titles,  are  too  big  and  unfocused 
to  be  profitable.  "Our  ultrastores  carry 
7,000  titles,  most  of  which  are  hits.  That's 
the  type  of  mix  you  need  to  be  profitable 
and  that's  the  type  of  business  we're 
providing  our  franchisees." 

The  Franchise  Options 


As  corporate  security  becomes  a  thing 
of  the  past,  entrepreneurship  is  proving 
a  powerful  draw  for  those  inside  corpo- 
rate America.  Franchising's  prolific  suc- 
cess makes  it  the  investment  vehicle  of 
choice  for  professionals  who  want  to 
jump  from  the  corporate  ladder  and  live 
the  dream  of  business  ownership.  ■ 


Greg  Matusky  is  a  business  writer  and  con- 
sultant based  in  Ardmore,  PA. 

Designed  by:  DeMartino  Design,  Inc. 


The  Up  &  Comers 


By  Lisa  Gubemick 


Worries 


Marty  Greenwald  is  betting  big  that  laser 
discs  will  soon  rival  cassettes  for  viewing 
movies  at  home.  But  will  bigger  competi- 
tors move  in  to  squeeze  him  out? 

A  shady  past, 

a  questionable 

future 


I 


Image  Entertainment's  Marty  Greeiiwald 
From  Saddle  Tramp  Women  to  laser  dis<^. 


Tl  HESE  DAYS  the  hottcst  new  toy 
in  Hollywood  is  something 
called  the  combi  player.  Made 
by  Pioneer,  Sony  and  others,  it's 
priced  as  low  as  $500  and  allows  users 
to  play  CDS  for  music  and  laser  discs 
for  movies,  rca  briefly  brought  video 
discs — similar  to  laser  discs — to  life 
in  the  1970s,  but  the  technology  was 
too  expensive  to  make  them  competi- 
tive with  vcRs.  Now  the  LP-size  discs 
are  back,  with  improved  sound  and 
images,  and  they're  more  popular 
than  ever.  Not  only  do  they  last  long- 
er than  videotapes,  but  their  quality  is 
also  far  superior. 

While  the  number  of  households 
with  laser  disc  players  pales  in  com- 
parison to  those  with  vcrs — 460,000 
versus  71  million — the  laser  disc 
growth  is  rapid,  up  from  150,000  just 
three  years  ago.  Sales  are  expected  to 
climb  even  higher  as  the  disc  players 
drop  in  price. 

All  of  which  goes  a 
long  way  to  explain  why 
little  Image  Entertain- 
ment Inc.  has  been  one 
of  the  year's  hotter  stock 
plays.  The  Chatsworth, 
Calif. -based  company 
distributes  the  discs, 
which  generally  retail 
between  $29.95  and 
$39.95.  Disc  sales  have 
exploded  over  the  last 
five  years,  pushing  Im- 
age's revenues  along 
from  $2.3  million  in  fis- 
cal 1986  (ending  Mar.  31) 
to  $28.1  million  last  fis- 
cal year.  Image's  share 
price  has  moved  along 
quite  nicely,  too,  from 
31  cents  in  1989  to  a  re- 
cent 62'/2  cents.  Total 
market  capitalization  is 
about  $100  million. 

"I  think  laser  discs  are 
the  technology  of  the  fu- 
ture," says  Image  Chief 
Executive  Martin 

Greenwald,  the  flashy 
48-year-old  former 

stockbroker  and  porn 
theater  operator  who  di- 
vides his  time  between 
condos  in  Las  Vegas  and 
Beverly  Hills. 

No  less  savvy  an  in- 
vestor than  Metromedia 
Chairman  John  Kluge 
agrees.  Over  the  last 
three  years,  through  a 
complex  series  of  debt- 
turned-equity  invest- 
ments, Kluge  has  bought 
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No  matter  how  lofty  the  financial  heights  you 
wish  to  scale,  it  pays  to  have  partners  with  their 
feet  on  the  ground. 

Which  is  why  we  draw  your  attention  to  the 
high  liquidity  and  abundant  financial  resources 
of  Republic  National  Bank. 

An  extremely  reassuring  consideration  for 
those  whose  assets  exceed  the  limits  of  federal 
deposit  insurance. 

This  strength  is  in  keeping  with  the  more 
than  century-old  conservative,  risk-averse  tradi- 
tions of  the  Safra  banking  family  They  give  us 
the  stability  that  may  be  what  prompted 


McCarthy  Crisanti  and  Maffei,  a  unit  of  Xerox 
Corporation,  to  rank  Republic  as  the  strongest 
institution  financially  of  the  544  banks  whose 
regulatory  records  they  study  every  quarter 

And  as  any  experienced  climber  will  tell  you, 
safety  is  paramount. 

REPUBLIC 

NATIONAL  BANK 

OF  NEW  YORK 


A  SAFRA  BANK 


BEVERLY  HILLS-CAYMAN  ISLANDS-LOS  ANGELES-MEXICO  CITY-MIAMI -MONTREAL-NEW  YORK 
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nearly  40%  of  Image's  shares. 
His  $10  million  investment  is 
now  worth  about  $40  million. 

Needless  to  say,  most  ev- 
eryone pushing  the  stock 
these  days  uses  Kluge's  in- 
vestment position  as  a  key 
part  of  their  sell.  Other  big 
investors,  such  as  Capital 
Guardian  Trust  and  the  Cali- 
fornia State  Teachers  Retire- 
ment Fund,  barreled  in  after 
Kluge,  convinced  that  the  tiny 
company,  the  only  pure  play 
in  the  laser  disc  business,  will 
make  millions. 

No  question:  Image  is  a  pio- 
neer. But  pioneers  don't  al- 
ways cash  in.  As  the  laser 
business  grows,  the  major 
film  distributors  will  want  to 
get  into  the  business  them- 
selves, putting  the  squeeze  on 
the  middlemen  like  Image. 
Which  is  exactly  what  hap- 
pened to  Vestron,  an  indepen- 
dent videocassette  distribu- 
tor. Once  the  major  studios 
realized  video's  value,  they 
got  into  the  business  them- 
selves, eliminating  the  need 
for  Vestron,  which  is  now 
about  to  be  absorbed  by  Live 
Entertainment.  Another  pos- 
sibility is  that  big  videotape  wholesal- 
ers will  get  into  the  laser  disc  busi- 
ness, thereby  putting  even  more  pres- 
sure on  Image. 

"When  the  business  gets  big 
enough,  the  major  studios  will  dis- 
tribute their  own  discs,"  says  Capital 
Guardian's  Gordon  Crawford.  Could 
Image  become  another  Vestron?  "It's 
a  concern,"  admits  Crawford. 

Greenwald's  response?  He  says 
he'll  offer  equity  in  Image  to  the  ma- 
jors so  that  they  can  share  his  success. 
So  far  there  have  been  no  takers,  and 
it's  not  clear  there  will  be.  As  one 
video  executive  at  a  major  studio  says, 
"Why  buy  his  operation  when  we  can 
just  as  easily  do  this  ourselves?"  In- 
deed, Image's  most  recent  catalog  pro- 
vides a  list  of  retailers  who  handle 
laser  discs — a  handy  road  map  for  any 
distributor  who  might  want  to  get 
into  the  business.  Image  having  done 
the  pioneering. 

Image's  roots  go  back  to  1 98 1 ,  when 
Greenwald  assembled  a  $120,000  in- 
vestment pool  that  included  three  of 
his  old  buddies  from  the  porn  film 
business.  A  former  stockbroker  and 
adult  theater  operator,  Greenwald 
made  his  mark  in  movies  as  a  partner 
at  Miracle  Film  Distributors,  the 
company  that  produced  Itisatiable, 
which  starred  Ivory  Soap-girl-turned- 
pom-queen  Marilyn  Chambers,  and 
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Metromedia  s  John  Kluge 
Image's  biggest  shareholder. 


Saddle  Tramp  Women,  which  Green- 
wald cheerily  describes  as  a  sort  of 
"Gummoke  with  a  nude  Miss  Kitty." 
What  does  Greenwald  say  about  his 
involvement  in  the  adult  film  indus- 
try? "I  have  mixed  shame  [and]  non- 
shame  about  my  involvement,"  he  re- 

Di>ugl.i'.  Kirkl.)ndC.i>nlaLt 


Pom  star  Marilyn  Chambers 
One  of  Image's  first  investors. 


plies,  "but  it  served  my  needs 
and  purposes  in  the  1970s." 

Porn  star  Chambers  and  her 
then-husband,  Charles  Tray- 
nor,  were  part  of  the  invest- 
ment pool  that  financed  Im- 
age. Another  of  Greenwald's 
early  investors  was  Thomas 
Sinopoli,  an  adult  film  pro- 
ducer. Chambers,  her  former 
husband,  Sinopoli  and  compa- 
ny are  still  members  of  a  vot- 
ing trust  that  is  controlled  by 
Greenwald  and  another  Image 
executive.  The  trust  expires 
next  year. 

Image's  beginning  was 
hardly  auspicious.  The  com- 
pany got  its  start  by  acquiring 
a  shell  that  had  been  taken 
public  by  notorious  penny 
stock  broker  Meyer  Blinder  in 
1978.  For  the  first  few  years 
Greenwald  and  his  partners 
used  the  company  as  a  video 
and  TV  distributor  for  some  of 
their  porn  films. 

In  1983  Greenwald  saw  a 
demonstration  of  Pioneer's  la- 
ser disc  player.  A  light  bulb 
went  on.  Here  was  the  wave  of 
the  future.  Among  Green- 
wald's first  laser  disc  releases 

was   a   version   of  Insatiable. 

Later  he  started  buying  up  licenses  for 
general  release  pictures  both  from  the 
independent  and  the  major  studios. 

One  who  provided  Greenwald  en- 
tree to  the  studios  was  Dino  Conte,  an 
independent  film  producer  well  con- 
nected in  Hollywood,  with  reputed 
ties  to  organized  crime.  "He  opened  a 
lot  of  doors  for  us,"  Greenwald  says. 
In  return,  Conte  got  options  to  buy 
500,000  shares  in  the  venture  for  4 
cents  a  share. 

Enter  John  Kluge.  Greenwald  knew 
Image  needed  more  capital  if  it  was  to 
get  more  product.  Through  a  friend, 
Greenwald  met  Stuart  Subotnick, 
Kluge's  right-hand  man,  at  an  East 
Hampton,  N.Y.  brunch. 

Subotnick  was  impressed.  He  told 
Greenwald  that  if  he  divested  his 
holdings  in  the  adult  business — 
Greenwald  was  still  part  owner  of 
Miracle  Film,  and  landlord  of  several 
adult  theaters — he  and  Kluge  would 
consider  investing  in  the  company. 
Greenwald  sold,  and  on  Dec.  29,  1987 
Kluge  made  the  first  of  his  nine  in- 
vestments in  Image. 

All  the  early  investors  are  sitting 
with  good  paper  profits.  What  of  the 
future?  The  better  it  looks,  the  more 
competition  will  move  in.  To  the  ear- 
ly investors,  we'd  say,  borrow  a  line 
from  that  old  Woody  Allen  movie: 
Take  the  money  and  run.  ■ 
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"Digital  is 

helping  ICI 

Pharmaceuticals 

make  better  use 

of  information 

so  we  can  better 

contribute  to 

human  health!' 


"As  a  multinational  corporation, 
ICI  Pharmaceuticals  Group  looks  for 
innovative  ways  to  take  advantage  of 
our  widespread  resources.  One  way 
is  Digital's  open  systems  architecture. 
It  makes  us  more  competitive  today, 
more  prepared  for  tomorrow. 

"Examples  abound.  Digital's 
open  architecture  lets  R&D  tap  into 
a  single,  worldwide  database.  Instead 
of  duplicating  work,  we  now  share  it. 
And  that  trims  months  off  develop- 
ment time.  Our  system  allows  access 
to  information  direct  from  the  field. 
So  we  know  more  and  we  know  it 
sooner.  As  a  result,  we're  better  able 
to  respond  to  market  conditions.  The 
system  even  plays  a  role  in  the  FDA 
approval  cycle.  Our  ability  to  retrieve 
and  reformat  test  data  accelerates  the 
process,  giving  us  a  significant 
advantage. 

"Digital's  open  systems  architec- 
ture is  opening  a  world  of  possibilities 
for  us  in  the  90s.  All  of  them  healthy." 

The  rewards  of  working  together. 

Digital's  open  systems  architecture 
lets  you  integrate  your  heterogeneous 
computing  environments. 

Today,  because  of  this  open 
approach  to  computing.  Digital  gives 
you  an  elegantly  simple  way  for  your 
people  to  work  together  more  produc- 
tively, more  creatively,  more  efficiently, 
more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  129  Parker 
St.,  K29,  Maynard,  MA  01754-2198. 
Or  call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  before  Digital 

has 

it 

now. 


Bill  Lalor 

President 

ICI  Pharmaceuticals 
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Strategies 


Dover  Publications  makes  money  selling 
new  paperback  books  for  $1  when  compet- 
itors ask  $3  and  more?  No  myster\\  Just  a 
tight  control  on  costs  and  a  deep  under- 
standing of  the  business. 

Mom-and-pop 
publishing 


tion.  Popular  paperbacks,  which  cost 
less  than  a  dollar  in  1970,  now  rou- 
tinely sell  for  $5.95.  And  last  month 
Random  House  said  the  retail  price  of 
some  of  Its  mass  market  paperbacks 
would  soon  be  jacked  up  to  $6.95. 
Larger-format  trade  paperbacks  fre- 
quently cost  $12.95  or  more. 


By  Fleming  Meeks 


ANYONE  who's  paused  a  moment 
.before  grabbing  a  paperback  in  an 
airport  knows  that  the  price  of  books 
is  going  through  the  roof. 

Over  the  past  20  years  book  prices 
have  risen  at  double  the  rate  of  infla- 


Bucking  that  trend  is  little  Dover 
Publications,  Inc.  Last  month  the  pri- 
vately held  Mineola,  N.Y. -based  pub- 
lisher launched  a  new  series  of  trade 
paperbacks,  called  Thrift  Editions. 
The  series,  which  is  expected  to  grow 
to  over  100  titles  within  four  years, 
includes  such  unabridged  classics  as 
The  Red  Badge  of  Courage,  The  Impor- 
tance of  Being  Earnest  and  Heart  of 
Darkness.  The  price:  $1.  Thrift  Edi- 
tions may  be  cheap,  but  they  are  not 
garbage.  Every  book  published  under 
the  imprint  is  at  least  a  minor  classic. 

Dover  will  publish  some  300  addi- 
tional books  this  year.  The  company's 
real  stock-in-trade — 80%  of  reve- 
nues— is  an  eclectic  backlist  of  4,000 
titles  on  art,  science,  crafts,  chess, 
music  and  architecture.  In  part  be- 
cause some  of  these  are  in  the  public 
domain — and  hence  require  no  royal- 
ty payments — Dover's  books  sell  for 
at  least  30%  below  comparable  books 
in  the  retail  market.  Examples:  Albert 
Einstein's  Principle  of  Relativity,  which 
sells  for  $4.95,  a  208-page  large-for- 
mat score  of  Bach's  The  Well-Tempered 
Clavier  for  $8.95  and  a  lushly  illustrat- 
ed, 750-page  Chinese  Rotten'  and  Porce- 
lain ior  $IS. 95. 

How  does  Dover  do  it?  "I  don't 
know  how  we  can  do  it,  really,"  says 


EJdic  Kcaung 


Dover  Publications'  Blanche  and  Hayward  Cirker 
"The  bwisiness  is  kind  of  an  unwieldy  hobby/ 
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Last  year,  millions  of  tons  of  grain  were 
lost  due  to  disease  and  droughit.  And 
whiile  an  estimated  10%  of  the  world's 
population  went  hungry,  more  than  one 
million  square  miles  of  the  world's  most 

To  help  fight  world  hunger,  a  new  plant  is  being  built.   ^'^^'^  '^'"'^  ""^^  ""^^ 

For  the  hungry  we  could  achieve  no 
greater  technological  breakthrough  than 
one  which  puts  food  on  empty  tables. 

ICI  technology  already  helps  more 
farmers  throughout  the  world  grow  more 
food  than  any  other  company  And  we 
continue  to  develop  innovative  agricul- 
tural products  and  technologies  like  our 
plant  breeding  technology  Technology 
that's  creating  high-yield,  disease-  and 
drought-tolerant  crops,  that  could  one 
day  help  put  an  end  to  world  hunger 

Plant  bioscience  is  just  one  example  of 
our  commitment  to  finding  solutions  to 
world  problems. 

ICI  is  dedicated  to  developing  products 
and  technologies  to  help  build  a  better 
tomorrow.  And  for  the  millions  of  people 
who  starve  yearly  plant  a  seed  of  hope. 


IVorld  Problems  World  Solutions 


World  Class 
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BEFORE  THE  STRIVE  PROGRAM 

THIS  WAS  THEIR  ONLY 
HOPE  FOR  A  CORNER  OFFICE 


Hopelessness.  It's  the  number-one  cause  of  unemployment 
in  inner-city  neighborhoods. 

It's  not  o  lock  of  jobs  but  o  lock  of  self-esteem.  Due  to  such 
things  OS  o  shortened  education.  Or  a  language  barrier.  Or  a  lack 
of  appropriate  role  models. 

However,  we  at  Philip  Morris  Companies  Inc.  found  some 
hope.  Oddly  enough  it  was  located  in  a  housing  project  sur- 
rounded by  crime,  drugs  and  family  violence.  It's  called  STRIVE: 
a  job  training/job  placement  program  for  the  disadvantaged. 

STRIVE  is  there  for  the  people  who  believe  they  have  little  or  no 
hope  of  ever  joining  the  productive  work  force.  And  through  some 
very  unconventional  techniques,  STRIVE  improves  their  overall 
presentation,  restores  their  self-image  and  helps  them  realize 
their  strengths  and  capabilities. 

What's  more,  STRIVE  then  places  them  somewhere  they  never 
dreamed  possible — in  a  real  job. 

Philip  Morris  Companies  Inc.  appreciates  what  STRIVE  is  doing 
for  the  disadvantaged.  Not  to  mention  the  labor  force.  And  we're 
proud  to  support  their  efforts.  If  you'd  like  to  do  the  some,  you  con 
write  to:  STRIVE/East  Harlem  Employment  Service,  1 73  East  1 1 2th 
St.,  New  York,  N.Y.  10029.  Or  call:  (212)  369-5500. 


PHILIP  MORRIS  COMPANIES  INC. 

Kraft  General  Foods  •  Miller  Brewing  Company 
Philip  Morris  USA  •  Philip  Morris  International  Inc. 
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73-year-old  Dover  President  Hayward 
Cirker.  But  Cirker  is  being  coy.  The 
company  he  founded  in  1941  has  pros- 
pered for  nearly  five  decades  by  hold- 
ing down  costs  and  by  publishing  ob- 
scure titles — many  of  which  sell  few- 
er than  1,000  copies  a  year— that  big 
commercial  publishers  steer  clear  of. 
"We  don't  have  a  very  hefty  overhead 
to  put  on  the  books,"  he  explains. 
Cirker's  tiny  and  spartan  office  in 
Mineola  would  seem  to  bear  him  out. 
Dover's  cluttered  editorial  offices  in  a 
shabby  Manhattan  industrial  building 
tell  the  same  story. 

Cirker's  wife,  Blanche,  72,  has 
worked  with  him  at  Dover  since  1953; 
the  couple  celebrated  their  51st  armi- 
versary  last  month.  In  this  case,  at 
least,  a  couple  that  works  together 
stays  together. 

Where  Dover  titles  are  not 
in  the  public  domain,  Cirker 
pays  authors  a  modest  flat  fee 
for  their  books  rather  than 
royalties  based  on  sales.  Con- 
trary to  standard  publishing 
industry  practices,  Dover  al- 
ways sells  its  books  on  a  non- 
returnable  basis.  While  pub- 
lishers often  take  back  as 
many  as  40%  of  the  books 
they  ship,  at  Dover  all  sales 
are  final.  This,  too,  helps 
keep  costs  down,  savings 
which  are  passed  on  to  the 
public. 

Debt  service?  The  publish- 
ing industry's  recent  years  of 
consolidation  have  larded 
most  balance  sheets  heavily 

with  debt.  But  Cirker,  who     

grew  up  during  the  Depression  on 
New  York's  Lower  East  Side,  pro- 
fesses a  "psychopathic"  distaste  for 
borrowing.  Dover  is  debt-free. 

Then  there's  the  mom-and-pop 
thing.  "Mrs.  Cirker  and  I,"  explains 
Dover's  founder  when  asked  why  he 
doesn't  raise  prices,  "are  making 
more  money  than  we  could  ever 
spend."  The  Cirkers  don't  have  yup- 
pie tastes,  but  if  they  did,  they  could 
afford  to  indulge  them.  Last  year  Do- 
ver had  pretax  margins  of  about  10% 
on  revenues  of  around  $25  million. 

Cirker  first  set  out  not  to  be  a  pub- 
lisher but  a  doctor.  After  graduating 
from  New  York's  tuition-free  City 
College  with  a  degree  in  social  science 
in  1936,  he  was  unable  to  get  into 
medical  school.  So  he  took  a  job  as  a 
shipping  clerk  at  Crown  Books — then 
a  fledgling  remainder  house  selling 
books  that  had  been  unloaded  by  their 
publishers  for  pennies  on  the  dollar. 

Five  years  later,  in  1941,  he  left 
Crown  and  put  up  "a  couple  of  hun- 
dred dollars"   to   start   a  mail-order 
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business  selling  remaindered  books 
out  of  a  tiny,  $20-a-month  office  on 
lower  Fifth  Avenue. 

How  was  business?  Here's  a  sample 
of  a  friendly,  if  slightly  acerbic,  ex- 
change between  the  Cirkers: 

Hayv/ard:  "We  probably  did  better 
in  those  first  few  years,  in  terms  of 
making  a  living,  than  we  did  when  I 
got  into  publishing." 

Blanche:  "You've  forgotten." 

"I  haven't  forgotten." 

"We  lived  on  aiety  modest  budget." 

"I'm  not  saying  we  lived  well.  I'm 
just  saying  that  when  I  got  into  pub- 
lishing I  really  had  a  hard  time." 

He  certainly  did.  Cirker  began  pub- 
lishing books  in  1943.  His  first  book,  a 
German  physics  reference  work 
called  I'ahles  of  I'unctiuns.  was  pub- 
lished at  the  suggestion  of  a  physicist 


Dover  sjirst  book 

Still  in  print  <tfter  47  years. 


friend  from  Bell  Laboratories.  Tables  of 
Functions  was  and  is  a  quintessential 
Dover  book.  While  obscure,  it  had  a 
built-in  and  continuing  audience:  stu- 
dents of  high-level  physics  and  math- 
ematics. There  was  no  royalty  to  be 
paid — copyright  agreements  with 
Germany  were  voided  during  the  war. 
Nor  did  Cirker  have  to  pay  a  typeset- 
ter. He  merely  photographed  the  ori- 
ginal's pages  (mostly  numbers  and 
graphs,  with  text  in  German  and  En- 
glish) and  reproduced  them  by  photo 
offset.  The  original  German  edition, 
not  available  during  the  war,  had  cost 
around  $20.  Dover's  edition  sold  for 
$5.  Tables  of  Functions,  still  in  print 
after  47  years,  has  gone  on  to  sell 
some  60,000  copies. 

Cirker's  greatest  publishing  innova- 
tion came  in  1951,  when  he  began 
publishing  books  in  paperback."  In 
those  days  Dover  was  still  mostly  a 
mail-order  hard-cover  remainder  busi- 
ness. (Mail  order  still  accounts  for 
20%  of  revenues.)  Reasoning  that 
"packaging"   books  between  expen- 


sive hard  covers  was  hardly  necessary 
for  making  the  sale,  Cirker  figured  he 
could  cut  book  prices  in  half  by  going 
to  paper  covers. 

At  the  time,  paperbacks  were  al- 
most exclusively  rack-size  books — 
mostly  novels  with  lurid  covers — sell- 
ing for  a  quarter,  and  no  one  in  the 
industry  had  yet  dared  try  to  sell  seri- 
ous books  for  $2  or  $3  between  paper 
covers.  But  Cirker  knew  he  was  onto 
something.  "When  you  make  a  mail- 
ing of  50,000  pieces  and  you  get  a 
profitable  return,  that's  better  than 
any  $100,000  survey  or  research." 
Doubleday  and  others  in  the  industry 
quickly  followed  his  lead. 

In  recent  years,  Dover  has  moved 
strongly  into  children's  books,  build- 
ing a  backlist  of  over  500  titles,  most 
of  which  sell  for  under  $4.  The  catego- 
ry is  now  Dover's  largest  rev- 
enue producer,  thanks  to  con- 
stant pressure  from  the  sales 
force  for  more  books  to  sell. 
Examples:  over  125  coloring 
books  and  reprints  of  classics 
such  as  The  Wonderful  Wizard 
ofOz  and  The  Merry  Adventures 
of  Robin  Hood. 

The  Cirkers  manage  to 
squeeze  enormous  amounts 
of  work  out  of  their  small 
staff.  Seven  editors  acquire, 
compile,  commission  and 
sometimes  even  write  the 
300  books  a  year  the  compa- 
ny brings  out.  A  single  graph- 
ic artist  designs  almost  all  of 
the  book  covers.  Still,  em- 
ployees point  out  that  Hay- 
ward  has  the  final  word  on 


every  decision  the  company  makes. 

Which  makes  one  wonder  about  the 
future  of  this  quirky  and  successful 
little  company.  Neither  of  the  Cir- 
kers' two  children  is  involved  in  the 
business,  and  Hayward  readily  admits 
that  no  succession  plans  have  been 
made.  When  asked  if  he  still  thinks 
he'll  live  forever — as  he  told  an  inter- 
viewer from  Publishers  Weekly  nine 
years  ago — Blanche  quickly  answers 
back,  "Status  quo,  status  quo."  But 
Hayward  demurs.  "I  suppose  that's  a 
question  that's  very  philosophical," 
he  says.  "I  just  come  in  from  week  to 
week  and  day  to  day.  I  don't  feel  very 
different  than  I  did  when  I  was  50." 

When  pressed  on  the  succession 
question,  he  says  simply,  "It'll  be 
someone  else's  problem."  But  at  least 
for  now,  he  has  no  intention  of  selling 
out  and  retiring. 

"You  might  say  at  this  point  in  my 
life,  and  Mrs.  Cirker's  life,  that  the 
business  is  kind  of  an  unwieldy  hob- 
by," he  says.  "Not  having  it  isn't  go- 
ing to  make  us  any  happier."  ■ 
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Like  every 
other  bird 
in  the  sky, 
a  Falcon  is 
born  without 
winglets. 

Its  wings  are  clean,  simple,  a 
benchmark  of  classic  aerody- 
namic design. 

No  win^ets.  No  vortex  gen- 
erators. No  gizmos  or  improvi- 


sations are  needed  to  make 
this  bird  fly. 

Flight  is  an  exacting  science, 
requiring  precise  design  and  en- 
gineering synergy.  Every  facet 
of  aeronautical  design  must 
work  in  perfect  harmony. 

It  is  this  harmony  that  helps 
make  the  Falcon  50  and  900 
the  most  refined  business  jets 
in  the  world.  Endows  them 
with  unrivaled  short-field  ca- 
pability, coupled  with  effort- 
less transoceanic  range.  Places 
them  among  the  fastest,  most 
versatile  and  most  cost-effi- 
cient business  jets  ever  to  fly. 


r 


Enhances  cabin  design  by  uti- 
lizing space  more  efficiently, 
to  comfort  and  soothe,  nour- 
ish and  refresh. 

With  a  Falcon  you'll  never 
get  those  winglets  or  doodads 
that  are  standard  equipment 
on  some  other  business  jets. 
Call  us  at  (201)  393-8056  to 
learn  why  fundamentally 
sound  design  is  a  priority  at 
Falcon.  You'll  discover  that  it's 
not  what  we  leave  out  that 
counts.  It's  what  we  put  in. 


FalconJet 

Teterboro,  New  Jersey  07608 


Marketing 


Edited  by  Joshua  Levine 


To  survive  in  a  fast-changing  world,  the 
mass  media  are  going  to  have  to  become 
much  less  mass;  today's  marketers  want  to 
target  their  messages. 

The  last  gasp 
of  mass  media? 


I  ARK  Stahlman,  42,  a 
securities  analyst  with 
Alex.  Brown  &  Sons,  is 
a  prize  catch  for  mar- 
keters. Along  with  his 
wife  and  two  children,  he  lives  in  af- 
fluent Montclair,  N.J.,  just  outside 
New  York  City.  With  his  high  in- 
come, prestige  address  and  growing 
family,  he's  in  the  market  for  lots  of 
upscale  goods  and  services.  But  Stahl- 
man's  not  biting  on  the  usual  lures. 

Instead  of  network  television, 
Stahlman  each  night  zips  through  42 
cable  channels  while  thumbing 
through  some  of  the  30  special  inter- 
est magazines  he  subscribes  to.  Ev- 
erything from  the  Wme  Spectator  to 
Road  &  Track  More  often  than  not, 
Stahlman  confesses,  most  end  up 
half-read  in  a  4-foot  pile.  Because 
there's  simply  not  enough  time.  Cer- 
tainly not   enough   to   allow   much 


network  televiewing. 

Yet,  while  the  most  attractive  part 
of  its  audience  is  drifting  away,  tv 
networks  have  been  steadily  raising 
their  prices.  In  1980  the  average  price 
for  30  seconds  of  prime  time  on  the 
networks  was  $63,800.  Thirty  sec- 
onds of  network  prime  time  today 
goes  for  an  average  of  $  1 12,600.  That's 
a  76%  jump  in  prices. 

Faced  with  the  decline  in  network 
televiewing  and  with  rising  prices  for 
TV  time  and  advertising  space,  people 
with  goods  and  services  to  sell  are 
looking  for  more  efficient  ways  to 
reach  potential  customers.  Thus  the 
TV  networks  and  mass  circulation 
magazines  are  finding  they  can  no 
longer  prosper  merely  by  delivering 
tons  of  undifferentiated  audiences  to 
advertisers. 

"The  way  mass  media  work  now, 
advertisers  simply  'buy  eyeballs,'  "  as 


Illustrations  by  Laura  CotTiell 
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one  ad  agency  media  director  puts  it — 
hoping  that  Stahlman's  will  be  among 
them.  But  in  the  future,  advertisers 
will  demand  that  the  media  pinpoint 
not  only  the  age  and  income  of  their 
prospects  but  also  their  psychology 
and  buying  patterns.  Often  this  won't 
be  done  program  by  program  and  page 
by  page  but  in  combinations  of  maga- 
zines, TV  programs,  books  and  video- 
tapes. Knowing  who  it  is  he  wants  his 
message  to  reach,  the  marketer  will 
demand  a  media  package  that  prom- 
ises to  deliver  his  target  audience — 
not  just  an  audience.  If  Mark  Stahl- 
man is  in  a  marketer's  target  group,  he 
will  look  for  advertising  media  that 
can  deliver  Mark  Stahlman  and  not 
just  any  pair  of  eyes. 

"That  is  clearly  what  is  coming," 
says  Rupert  Murdoch,  whose  News 
Corp.  is  buying  and  building  exactly 
these  sorts  of  bundled  media  options 
on  a  global  scale.  Looking  ahead  to 
when  homes  will  get  100  or  more 
cable  or  satellite  channels,  Murdoch 
says  there  will  be  "a  lot  more  frag- 
mentation in  the  audience  and  a  lot 
more  targeted  broadcasting." 

Within  ten  years,  maybe  sooner, 
those  mass  media  that  can't  subdivide 
their  audiences  like  this  to  include 
the  Stahlmans  of  this  world  will  be 
crippled — or  worse. 

Back  in  1978  abc,  nbc  and  cbs  had 
a  lock  on  viewers,  with  90%  of  the 
television  audience  during  prime 
time.  By  last  year  that  had  dropped  to 
64%,  with  independents  (including 
Murdoch's  new  Fox  network)  up  to 
24%  and  cable  channels  at  22%. 
Worse  for  the  networks,  the  viewers 
they  have  lost  are  often  people  like 
Mark  Stahlman. 

By  last  year  roughly  half  of  U.S. 
households  could  choose  from  among 
more  than  30  tv  channels.  With  so 
many  choices,  the  audience  becomes, 
as  Rupert  Murdoch  says,  "fragmen- 
ted." Each  fragment  offers  different 
viewer  profiles  and  correspondingly 
different  marketing  opportunities. 
Only  three  years  ago  less  than  a  third 
had  so  many  options.  Viewing  choices 
will  only  multiply  in  the  decade 
ahead,  according  to  a  report  issued  by 
New  York-based  ad  agency  Ogilvy  &. 
Mather.  That  will  further  undermine 
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V\le're  across  from  Atlanta's  Financial  Center,  one  block  from  Chicago's 


LaSalle  Street,  and  minutes  from  San  Francisco's  Business  District. 
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Location  is  one  more  detail  that  makes  doing  business  with  us  a  pleasure. 


Simply  everything.     Simply 


St 


nikko  hotels  international 


ATLANTA    •    CHICAGO    •    SAN  FRANCISCO    •    MEXICO  CITY 
1  •  800  •  NIKKO-US 


NEW  YORK 


Hotel  Nikko  Atlanta  Buckhead  •  Hotel  Nikko  Chicago  Riverfront  Parfe  •  Hotel  Nikko  San  Francisco  Union  Scfuar?  West  •  Hotel  Nikko  Mexico  CAopu/tepecParfe 

Other  Nikko  Cities:  Dusseldorf  •   London   •  Paris  •  Hong  Kong  ■  Taipei   •  Manila  •  Beijing  •  Shanghai   •   lakarta   •  Sydney  •  Osaka   •   Narita 

Look  for  the  opening  of  the  newly  renovated  New  York  Essex  House,  on  Central  Park  South,  in  the  Spring  of  1991. 


An  avalanche  of  new  magazines  has  buried  readers 


The  circulation  of  the  ten  largest  general  interest,  mass  circulation 
magazines  has  dropped,  as  readers  have  gravitated  toward  special 
interest  publications.  There  were  almost  3,000  new  publications  in  the 
last  decade. 


■  CIRCULATION  (MILUONS) 
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Note:  New  magazine  data  are  estimated  for  years  1980  through  1983.  Source:  MPA:  Dr.  Samir  Husni 


network  viewing. 

The  networks  argue  they've  hit  bot- 
tom. Not  everyone  agrees.  "There's 
really  no  mass  media  left,"  says  Eu- 
gene DeWitt,  who  runs  his  own  media 
buying  company.  "The  Emperor's  got 
no  clothes." 

Mass-circulation  magazines  face 
the  same  dilemma  the  tv  networks 
face.  They  offer  a  somewhat  undiffer- 
entiated audience,  and  that  isn't  what 
marketing  people  generally  want. 

Faced  with  an  avalanche  of  new 
competition  from  specialized  in- 
terest publications — nearly  3,000  new 
titles  hit  the  newsstands  in  the  last 
ten  years — the  general  interest,  mass- 
circulation  magazine  industry  is  cur- 
rently suffering  through  a  gruesome 
downturn.  All  this  has  disturbing  ech- 
oes of  the  demise  in  the  1950s  and 
1960s  of  such  powerhouse  national 
magazines  as  Collier's,  Look  and  the 
Saturday  Evening  Post. 
Reader's  Digest,  the  most  widely  read 


general  interest  magazine,  is  down  to 

16.3  million  readers  from  a  high  of 

18.4  million  in  1977.  Over  the  same 
period,  /v  Guide's  circulation  has 
dropped  by  more  than  4  million — 
which  is  more  than  the  combined  cir- 
culations of  Trarel  €•  Leisure,  Working 
Woman  and  House  Beautiful.  "You 
probably  won't  see  Time  magazine 
grow,"  concedes  Reginald  Brack,  pres- 
ident of  the  Time  Inc.  Magazine  Co.,  a 
division  of  Time  Warner.  He's  being 
optimistic.  Actually,  Time  is  shrink- 
ing. Time,  the  largest-circulation 
newsweekly,  is  down  to  4  million 
readers  from  its  peak  of  4.8  million  in 
1986.  Twice  in  the  last  two  years  it 
reduced  the  circulation  it  guarantees 
to  advertisers,  because  it  was  becom- 
ing increasingly  costly  to  maintain 
the  old  levels  and  because  advertisers 
were  less  and  less  interes^d  in  sheer 
numbers. 

Most  disturbing  te^advertisers,  the 
defectors  from  thg  mass  media  tend  to 


be  richer,  better-educated  people  who 
can  afford  specialized  material  that 
fits  their  needs  more  snugly.  Which 
leaves  mass  television  and  magazine 
audiences  increasingly  made  up  of  a 
"media  underclass"  that  will  only  be- 
come more  impoverished  over  time. 
Take  women  aged  25  to  54,  a  basic 
audience  sector  in  tv  advertising. 
On  average,  the  poorest  40%  of  the 
audience  sees  77%  of  the  prime-time 
commercials,  while  the  richest  40% 
sees  only  8%.  Instead  of  watching  a 
network  show,  the  more  affluent 
women  are  probably  spending  their 
time  reading  Mchitectural  Digest,  the 
Xational  Rerieiv.  Town  &  Country  or  the 
yew  Republic  Or,  if  televiewing,  they 
may  be  watching  Bravo  or  the  Arts  & 
Entertainment  Network. 

"The  networks  are  straining  to 
maintain  the  institution,  but  the  in- 
stitution is  dying  like  a  tree — from 
the  inside  out,"  says  David  Braun, 
who  runs  the  media  services  depart- 
ment for  the  merged  Kraft  General 
Foods.  "Suddenly  you  notice  there's 
no  wood  in  the  middle." 

Some  advertisers  have  already  no- 
ticed, and  are  acting  on  it.  Starting  on 
Labor  Day,  for  example,  Buick  began 
sponsoring  a  series  of  six  syndicated 
television  shows  devoted  to  winners 
of  the  Medal  of  Honor.  The  program- 
ming is  designed  in  response  to  the 
profile  of  Buick  buyers,  who  are  con- 
servative, mature,  decidedly  not 
flashy  and  earn  at  least  $35,000  a  year. 

The  problem  is,  these  people;  don't 
watch  much  television.  So  Buick  and 
U.S.  News  &  World  Report  devised  a  se- 
ries of  six  special  sections  on  these 
medal  winners  to  run  in  the  magazine 
the  weeks  the  broadcasts  air.  After- 
wards, the  inserts  will  be  bound  in 
book  form  and  sold  in  bookstores  and 
newsstands.  Buick,  aware  that  its  tar- 
get audience  does  not  watch  much 
television,  hopes  the  inserts  are  get- 
ting readers  to  watch  the  tv  series. 
This  is  the  kind  of  thing  Rupert  Mur- 
doch is  talking  about  when  he  says 
the  future  lies  in  bundled  media:  Here 
Buick  is  using  a  bundle  comprising 
magazines,  special  interest  tv  and 
books.  "We're  going  to  have  to  bend 
the  mass  media  to  our  needs,"  says 
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Chrysler  Ranked  Highest  in  Customer 
Satisfaction  Among  American  Car  Manufactm* 


DETROIT-A  survey  just 
released  by  J.D.  Power  and 
Associates,  an  independent 
research  firm,  shows  that 
Chrysler  has  the  highest 
customer  satisfaction  of  any 
American  c 


known  in  the  auto  industry  as 
CSI,  or  Customer  Satisfaction 
Index,  reflects  owners'  experi- 
eiKes  with  both  car  and  dealer 
in  the  fipMlkk^  months  of 


total  mix^ 
clear  sh 
Chry 


1987 


Chrysler  Again  Rankai  Higher  Than  Ford  . 
or  GM  in  Customer  Satisfaction.         ^^ 


(Continued  from  Page  A  J) 

second  consecutive  year.  Chrysler  out- 
ranked boih  Ford  and  GM  in  customer  sat- 
isfaction with  overall  product  quality  and 
dealer  service.  A  spokesmuin  for  the  com- 
pany was  quoted  as  saying.  "Frankly,  we'-^ 
not  surprised  M  the  outcome  When  C 
man  Lee  I      «,,    •  ■'      •igj  ih  '  * 


what  matt^  most  to  Amerii 
Some  2  3,060  owners  of  do- 
cars  reported  on  such  cr- 
cem  as  problems  di- 
customer  haiK*^ 
repair  $ 
i* 


1988 
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Chrysler  Ranked  Highest  of  Any  Domestic 
Carmaker  in  Customer  Satisfaction  Again. 


By  LELAND  ROSEMOND 

For  the  third  year  in  a  row,  Chrysler 
nudR«^  out  Ford  and  GM  as  the  American 
carmaker  with  the  highest  levels  of 
custom); r  satisfaction  In  a  su 
public  today  by  J.D  Power  p' 
one  of  the  autii  ir^^lgi^  # 
ii^^pendoni  ■ 


dealer's  ability  to  fix  problems  on  the  first 
visit  and  number  of  repair  problr>-ji# 
encountered 
to  carmr 


1989 


Again,  Chrysler  Ranked  Highest  in  Customer 
Satisfaction  of  All  American  Car  Manufacturers, 


DETROIT- For  an  unprecedented 
fourth  straight  year,  Chrysler  outranked 
both  Ford  and  General  Motors  in 
customer  satisfaction,  according  to  a 
study  released  today  by  the  Indi 
testing  firm  of  J.D.  Power 
ates.  The  report  is  base^|^' 
more  than  25,000  o'***^ 
purchased  ncw.^ 


1990 


study,  called  "1987-1990  CSI.  customer 
satisfaction  with  overall  product  quality 
and  dealer  service  for  1986-1989  pas- 
senger cars,"  clearly  demonstrates 
'*  ptsdermance  for  the  last  four 
gveals  where  pff'* 
tik  a  eep  «*^ 


low  THEN.  WHICH  NEW  CAR  DID  YOU  SAY  YOUHE  CONSIDERING? 


Advantage:Chrysler. 


^ 


CHRYSIER  ■  PLYMOUIH  ■  DODGE  •  DODGE  TRUCKS  •  JEER.-  EAGLE 

J.  D.  Power  and  Associates  I9S7- 1990  Customer  Satisfaction  with  Product  Quality  and  Dealer  Servicer  I9S6-19S9  passenger  cars.  Buckle  up  for  safety. 


Falling  ratings,  rising  prices 


As  their  share  of  TV  viewing  has  dropped,  the  major  networks  have 
hiked  prices  drastically.  Advertisers,  forced  to  buy  more  commercials 
to  reach  the  same  number  of  viewers,  have  .paid  up — grudgingly. 


PRIMETIIWE  NETWORK  SHARE 


AVERAGE  COST  PER  1,000  HOUSEHOLDS 
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Source:  Neilsen  Media  Research 


Phil  Guarascio,  who  can  do  quite  a  bit 
of  bending  with  the  $1  billion  ad  bud- 
get he  throws  around  as  head  of  adver- 
tising at  GM. 

Kraft  General  Foods'  David  Braun 
agrees.  Ten  years  ago  Braun 's  job 
was  relatively  easy:  To  snare  women 
aged  25  to  54,  the  basic  target  market 
for  a  product  like  Grape  Nuts  cereal, 
Braun  used  to  call  the  three  television 
networks,  the  seven  big  women's  ser- 
vice magazines  and  Reader's  Digest. 
Mission  accomplished. 

Today  Braun  considers  about  100 
magazines  for  Grape  Nuts,  and  ends 
up  placing  ads  in  as  many  as  30,  in- 
cluding Backpacker,  Prerention  and 
Shape.  Braun  still  buys  network  televi- 
sion but  supplements  that  with  nu- 
merous cable  channels  and  syndicat- 
ed shows  to  reach  his  target  audience. 

Gordon  Link,  media  director  at 
McCann-Erickson  Worldwide,  the 
New  York-based  ad  agency,  says 
when  the  networks'  share  of  viewers 


dips  to  40%,  their  days  as  a  mass 
medium  will  be  over.  When  will  that 
be?  David  Braun  thinks  it  could  hap- 
pen within  five  years. 

Not  surprisingly,  the  networks  say 
that  will  never  happen.  They've  band- 
ed together  to  form  the  Network  Tele- 
vision Association  to  mount  the  first- 
ever  trade  campaign  to  convince  ad- 
vertisers they're  alive  and  well. 

Mass  magazines  may  have  more 
flexibility  than  network  television 
moving  into  an  age  of  more  special- 
ized audiences.  Time  magazine  is  con- 
sidered the  leader  among  big  publish- 
ers in  slicing  and  dicing  its  circula- 
tion. Using  a  process  called  selective 
binding,  Time  recently  began  insert- 
ing specially  targeted  ads  into  900,000 
copies  of  Time,  Sports  Illustrated  and 
People  that  go  only  to  subscribers  who 
have  just  moved.  The  ads,  from  mak- 
ers of  appliances,  carpeting  and  other 
home  improvement  items,  zero  in 
on  the  likeliest  prospects  for  these 


products. 

Time  says  it's  too  early  to  say  how 
this  is  working.  But  it's  certainly  not 
clear  that  a  focus  on  demographics 
alone  is  going  to  placate  advertisers. 
For  many  years  now.  Time  has  offered 
advertisers  over  200  demographically 
and  geographically  targeted  editions, 
ranging  from  business  executives  to 
college  students.  But  more  than  70% 
of  Time's  advertising  still  runs  in  the 
full  edition,  roughly  the  same  per- 
centage as  ten  years  ago.  Meanwhile, 
the  cost  of  fragmenting  press  runs  bal- 
loons the  cost  of  producing  the  maga- 
zine— higher  costs  that  get  passed  on 
to  the  advertisers. 

In  future,  selective  binding  and  a 
companion  process,  inkjet  printing, 
will  let  mass  magazines  treat  their 
circulations  much  like  direct-mail 
lists — at  a  fraction  of  the  cost.  This 
way  an  advertiser  can,  in  theory  at 
least,  reach  only  those  Time  readers  it 
considers  worth  reaching,  not  the  full 
subscription  list.  Says  Time  Warner's 
Reginald  Brack:  "Dozens  of  advertis- 
ers arc  already  running  their  own  da- 
tabases against  our  subscription  list." 

Chevrolet  is  matching  a  list  of  own- 
ers of  competing  makes  with  Time's 
circulation.  With  inkjet  printing. 
Chevy  can  address  those  readers  by 
name  in  the  ad,  possibly  steering 
them  to  their  nearest  Chevy  dealer  for 
a  test  drive.  Time  readers  who  don't 
own  the  make  of  car  Chevy  is  target- 
ing will  never  see  the  ad,  which  is 
supposed  to  run  later  this  year. 

Not  surprisingly,  that  kind'  of  cus- 
tomized service  doesn't  come  cheap. 
A  full  bells-and-whistles  Time  maga- 
zine ad  using  both  selective  binding 
and  inkjet  printing  costs  about  $45 
per  thousand  readers,  compared  to 
Time's  $30  average.  By  contrast,  a 
comparable  direct-mail  campaign  av- 
erages about  $400  per  thousand. 

The  next  step:  Time  and  other  maga- 
zines will  turn  selective  binding  loose 
on  their  editorial  copy,  tailoring  the 
mix  of  articles  to  the  taste  of  individ- 
ual readers — the  ultimate  response  to 
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In  1866,  when  the  transatlantic  cable  linked  two  continents, 
Allendale  had  been  in  touch  with  its  customers  for  31  years. 


The  telegraph.  For  years  engineers  had  dreamed 
Df  using  it  to  bridge  the  communication  gap  between 
Europe  and  North  America.  But  it  wasn't  until  1866 
that  the  dream  became  reality.  And  when  the  Great 
Eastern  sent  the  first  message,  Allendale  had  been 
listening  and  responding  to  clients  for  31  years. 

In  a  changing  world  where  events  like  this  shape 
history,  this  is  our  way  of  reminding  you  of  one  progres- 
sive, stable  company  that's  been  in  business  since  1835. 


Today  at  Allendale,  we  continue  to  shape  the 
history  of  loss  control  with  engineering,  training, 
research  and  testing,  responsiveness  and  fairness  in 
the  way  we  do  business.  After  a  century  and  a  half,  that 
part  of  our  philosophy  is  not  about  to  change. 
Allendale  Insurance,  P.O.  Box  7500,  Johnston,  Rhode 
Island  02919. 

Allendale  Insurance/Factory  Mutual  System 

World  leaders  in  property  risk  management  since  1835. 


specialized  reader  needs.  Will  it 
work?  Skeptics  say  that  people  with 
specialized  interests — which  means 
all  of  us — are  more  likely  to  turn  to  a 
specialty  magazine  than  to  look  to 
Time  for  what  they  want  to  know.  Cat 
lovers  will  prefer  cat  magazines  to 
articles  about  pets  in  Time:  for  fans  of 
popular  music,  Ro/ling  Stone  will  prob- 
ably be  more  popular  than  an  issue  of 
Time  with  a  few  extra  articles  about 
pop  music. 

But  TV  broadcasters  can't  subdivide 
the  airwaves  the  way  magazines 
can  cut  and  paste  their  pages.  Public- 
ly, at  least,  they  say  they  don't  have 
to.  With  deep-pocket  budgets  to  spend 
on  splashy  programming,  networks 
say  a  majority  of  viewers  will  always 
choose  to  watch  them.  But  that  may 
be  wishful  thinkmg.  cbs  figured  it 
could  pull  in  male  viewers  by  shelling 
out  $3.6  billion  over  four  to  seven 
years  for  the  rights  to  a  broad  range  of 
big-time  sporting  events  like  base- 
ball's All-Star  Game  and  auto  racing's 
Daytona  500.  So  far,  it's  not  working 
that  way.  Ratings  for  the  Daytona  500 
last  February,  for  instance,  dropped  to 
7.3,  from  8.1  in  1989,  and  cbs  is  whis- 
pering to  Wall  Street  that  it's  facing 
big  losses  this  year. 

The  networks'  programming  advan- 
tage will  keep  shrinking  as  cable  oper- 
ators and  syndicators  boost  their 
spending  on  original  programming, 
most  notably  sports,  espn  now  carries 
about  160  major  league  baseball 
games  each  season  and  8  National 
Football  League  games.  Ted  Turner's 
TNT  cable  network  has  a  big  chunk  of 
NBA  basketball,  with  75  regular-sea- 
son games.  News  junkies — an  educat- 
ed and  affluent  lot,  by  and  large — will 
probably  turn  first  to  cnn  rather  than 
wait  for  the  evening  network  televi- 
sion news. 

Rupert  Murdoch's  Fox  network  has 
also  proved  there  are  alternatives  to 
mass  programming.  Fox  has  corralled 
huge  numbers  of  viewers  aged  12  to 
34  with  brash,  irreverent  shows  like 
In  Living  Color  and  We  Simpsons  that 
speak  directly  to  youth  in  their  own 
voice.  Targeted  xv. 

That  approach  has  obviously  ap- 
pealed to  advertisers.  Fox  raked  in 
$550  million  in  advance  advertising 
commitments  for  the  new  season,  up 
from  $300  million  last  year,  cbs  took 
in  only  $900  milUon,  and  it  airs  seven 
nights  a  week  to  Fox'  five.  Says 
McCann-Erickson's  Link:  "The  net- 
works argue  that  they  couldn't  have 
done  what  Fox  did.  I  say  bull!" 

At  least  one  of  the  networks  is 
hedging  its  bets.  Last  February  nbc 
joined  forces  with  Murdoch's  News 
Corp.,     Cablevision     Systems     and 
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New  high-tech  threats  to  mass  media 


Fl  ailing  ratings,  alternative  me- 
dia and  narrow-interest  pro- 
gramming are  eroding  mass  televi- 
sion's audience.  Now  comes  some 
new,  whiz-bang  video  technology 
to  deliver  another  unneeded  blow. 

Interactive  television  is  only  in 
the  early  stages  of  testing  and 
development  now,  but  Louis 
Schultz  of  advertising  agency  Lin- 
tas:  USA  expects  40%  of  American 
homes  to  have  interactive  televi- 
sion by  the  year  2000.  With  it, 
viewers  can  use  a  variety  of  de- 
vices to  deliver  signals  to  their  tv 
setS;  for  instance,  actv  Domestic 
Corp.'s  four-button  remote  con- 
trol will  enable  them  to  shift 
camera  angles  at  sporting  events, 
controlling  how  they  watch  the 
unfolding  action.  Or  viewers  of  an 
aerobic  exercise  program  could 
choose  among  various  levels  of 
skill  and  difficulty. 

Marketers  will  love  it,  because 
they  will  be  able  to  know  precisely 
who  viewed  what  programs  and 
how  many  did  rather  than  depend- 
ing on  projections  based  on  impre- 
cise monitoring. 

Le  Groupe  Videotron  recently 
tested  some  of  actv's  equipment 
in  a  primitive  version  of  interac- 


tive television  at  a  Montreal  Expos 
baseball  game.  And  while  it  was 
trying  to  determine  whether  peo- 
ple want  to  pay  for  this  newfangled 
stuff  (47%  of  those  prospective 
customers  polled  said  they  would), 
General  Motors  was  beaming  com- 
mercials for  different  car  models  to 
different  viewers. 

This  isn't  today's  technology, 
perhaps,  but  it's  not  very  far  off. 
And  beyond  it  lies  fiber-optic  ca- 
ble, the  electronic  superhighway  to 
the  nation's  homes.  "When  fiber 
optics  arrives,  it  will  completely 
destroy  the  very  idea  of  mass  me- 
dia," says  James  Ogilvy,  president 
of  research  firm  Holen  North 
America.  As  head  of  the  Stanford 
Research  Institute,  Ogilvy  helped 
create  the  vals  system  of  psycho- 
graphic  segmentation.  With  fiber 
optics  comes  video  on  demand, 
stored  and  called  up  whenever  the 
viewer  wants  it.  Laying  thousands 
of  miles  of  fiber-optic  cable  to  re- 
place current  twisted-wire  phone 
lines  will  cost  in  the  neighborhood 
of  $250  billion  and  won't  be  ac- 
complished until  early  in  the  2 1st 
century.  But  it  will  be  yet  another 
thorn  in  the  side  of  the  mass 
media. — J.L. 


Hughes  Communications  to  form  Sky 
Cable,  the  first  U.S.  direct  broadcast 
satellite  (dbs)  venture.  Sky  Cable  will 
enter  orbit  and  start  beaming  pro- 
gramming to  the  home  via  napkin- 
size  satellite  dishes  in  late  1993.  It 
will  also  give  niche  tv  programming  a 
significant  boost.  Sky  Cable  will  carry 
as  many  as  108  channels,  many  of 
which  will  resemble  special  interest 
magazines.  "Programming  of  the  fu- 
ture will  have  to  be  niche-oriented  to 
succeed,"  says  Marc  Lustgarten,  vice 
chairman  of  Cablevision  Systems 
Corp.  A  channel  carrying  only  west- 
erns, or  science  fiction  shows?  Why 
not,  says  Lustgarten.  But  advertisers 
won't  be  buying  piddling  audiences  of 
wrangler-lovers  or  sci-fi  freaks. 
They'll  buy  demographic  packages  of 
viewers  on  a  number  of  these  niche 


channels. 

Christopher  Whittle,  whose  Whit- 
tle Communications  is  50%  owned 
by  Time  Warner,  is  gearing  up  to 
launch  Special  Reports  tv  this  fall. 
This  outfit  will  put  video  disc  play- 
ers in  the  waiting  rooms  of  20,000 
pediatricians,  obstetricians  and  fam- 
ily doctors.  Whittle's  pitch  is  sim- 
ple: Here's  a  way  to  reach  potential 
customers  that  your  regular  adver- 
tising somehow  missed.  Says  Whit- 
tle: "Since  there's  less  time  to  con- 
sume media  today,  we  try  to  figure 
out  places  where  people  still  have 
the  time." 

Future  Whittle  screens  may  appear 
in  airports  and  even  the  workplace. 
More  fragmentation  of  the  mass  mar- 
kets, less  money  and  time  for  the 
mass  media. — J.L. 
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VCRs 
.^_    are  crow^l 
pleasers,  too. 
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Dme  sweet  home.  There's  no  better  place  m  the  world.  And  Hitachi  consumer  electronic  products  make  any  household  all 
z  more  pleasurable.  One  outstanding  example:  Our  CU5002K  Ultravision  Super  Projection  TV  Its  aedits  include  a  dual  focus- 
5  system.  850-line  horizontal  resolution.  And  3-way  surround  sound.  Picmre  quality  is  stunning.  Perhaps  the  best  you've 
;er  seen.  Consumer  electronics  are  only  one  way  we  bring  people  together  We're  involved  m      ^^  ^^ 

hiyriad  of  fields.  From  industry  and  science  to  computers.  Hitachi.  We're  a  people  company    -^^H-  Uj  IHTAf^  LJ  I 


Hitachi  Sales  Corp.  of  America  401  West  Artesia  Blvd.,  Cotnpton,  CA  90220  Phone:  (213)  537-8383 
Hitachi  Sales  Corp.  of  Hawaii,  Inc.  3219  Koapaka  Street,  Honolulu,  Hawaii  96819  Phone:  (808)  836-3621 
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BUT  WHY? 


These  days,  there's  absolutely  no 
limit  to  the  things  you  can  add  to  your 
PCs.  Coprocessors.  VGA  cards.  Large 
scale  monitors.  Network  cards. 

But  no  matter  how  many  thousands 
of  dollars  you  pour  into  your  PCs, 
they  still  can't  give  you  what  you  get 
with  every  Sun  workstation.  The 
screaming-hot  performance.  The  multi- 
tasking. The  high-resolution  graphics. 
And  the  bmlt-in  networking. 

And  now,  we're  introducing  a 
new  workstation  that  makes  all  the 
shortcomings  of  your  PCs  even  more 
obvious. 

SPARCstation"  IPC. 

At  $8,995,''  it's  the  lowest  cost,  full- 
color  RISC  workstation  in  the  world. 
By  far.  In  fact,  it's  about  the  same  price 
as  a  high-performance  386  PC.  But  just 
look  at  the  difference. 

You  get  15.8  MIPS  performance. 
Which  is  almost  four  times  faster  than  a 
386.  You  get  a  16 -inch  display  with  over 
a  million  pixels.  That's  over  three  times 
the  clarity  of  high-resolution  PCs.  You 
get  built-in  Ethernet."  Audio.  A  floating- 
point processor  And  real  32-bit  expan- 
sion slots.  AH  standard.  Plus  room  for 
24  MB  of  main  memory  AH  in  a  compact 
package  that  leaves  lots  of  room  on 
your  desk. 

But  most  importantly,  like  all  our 
workstations,  SPARCstation  IPC  is 
built  on  UNIX!  And  it  gives  you  the 
full  benefit  of  distributed  computing. 
Because,  unlike  PCs,  it  was  designed 


to  be  networked  from  the  very  begin- 
ning. So  you  get  easy  connectivity  to  all 
the  other  computers  in  your  company, 
from  PCs  to  mainframes.  As  a  result, 
people  who  work  together  actually 
work  together 

You  also  get  the  OPEN  LOOK'"user 
interface.  With  its  simple  icons  and 
pull-down  menus,  it  makes  UNIX 
easier  to  use  than  ever  before. 

And  since  it  looks  like  the  whole 
world  is  heading  our  way,  you  get  over 
2,100  SPARC  ware"  applications  to 
choose  from— including  your  favorite 
PC  programs,  like  Lotus'  1-2-3^  WingZ* 
Oracle;  and  WordPerfect! 

In  fact,  since  this  system  is  such  a 
great  alternative  to 
PCs,  we're  making 
it  available  through 
our  expanded 
value-added 
dealer  and  reseller 
network,  as  well 
as  our  current 
channels.  For  j|j 

even  more  ■■■■ 

information  on  SPARCstation  IPC, 
caU  1-800-624-8999,  ext.  2062. 

And  we'll  show  you  a  little  something 
you'll  never  be  able  to  add  in  to  your  PCs. 

Ifs  called  a  future. 

#sun 

^r        microsystems 


crosystems.  Inc.  *Sun  Miciosyslems  and  the  Sun  logo  are  regislered  trademarks  of  Sun  Micr:>systems.  Inc  SPARC  is  a  registered  trademark  ot  SPARC  Intemabonal.  Inc  SPARCstahon  and  SPARC  ware  are  owned  by  SPARC  International,  Inc  ,  and  are  used  under  license  therefrom 
ts  are  based  on  an  architecture  developed  by  Sun  Microsystems,  Inc.  UNIX  is  a  registered  trademark  and  OPEN  LOOK  is  a  trademark  of  AT&T  All  other  products  or  services  mentioned  are  identified  by  the  trademarks  or  registered  trademarks  of  their  respective  companies  or 
'U.S  list  price  quantity  1,  $8,995.  Includes  16-inch.  high-resolubon  color  monitor,  8  MB  of  mam  memory,  integral  Ethernet,  SCSI,  and  serial  interfaces,  two  SBus  slots,  floppy  disk  drive,  the  Sun  operating  system  and  Open  Windows'"  With  optional  207  MB  hard  disk.  $9,995 
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77:?^  Christian  Science  Monitor,  not  quite 
100 years  old,  and  the  church's  other  me- 
dia assets  are  in  deep  financial  trouble. 


Netty  Douglass' 
impossible  task 


By  Norm  Alster 


IN  June  Netty  (from  Annetta) 
Douglass  was  named  manager  and 
chief  executive  officer  of  the 
Christian  Science  Pubhshing  Society, 
the  media  operations  of  the  Boston- 
based  Christian  Science  Church. 
Douglass,  42  and  a  22-year  veteran  of 
the  church's  media  arm,  puts  in  18- 
hour  dnvs    She  is  known  for  getting 


things  done  fast,  and  that's  a  good 
thing.  In  her  new  job,  she  has  to  work 
fast.  The  church's  ability  to  fund  its 
mounting  losses  on  the  Christkin  Sci- 
ence Monitor  and  Its  other  media  proj- 
ects IS  running  out. 

Reflecting  new  investments  in  tele- 
vision, magazine  and  radio  ventures, 
the  church's  combined  losses  in  me- 
dia operations  ran  to  about  $57  mil- 
lion last  year,  on  revenues  of  just  $30 


million.  This  year,  too,  losses  will 
exceed  $50  million.  The  church  re- 
ceives substantial  contributions  every 
year,  yet  its  working  fund,  used  to 
subsidize  the  media  operations,  has 
fallen  from  nearly  $230  million  in 
1987  to  just  $145  million  this  year. 
About  half  of  this  sum  is  restricted  to 
specific  purposes,  leaving  $70  million 
or  so  to  help  support  the  staggering 
media  losses. 

One  group  of  disaffected  church 
members  has  been  soliciting  funds 
from  members  to  mount  a  challenge 
to  the  church's  current  management. 
In  a  reference  to  well-publicized  pros- 
ecutions of  parents  whose  young  chil- 
dren have  died  after  their  parents  es- 
chewed medical  treatment  for  Chris- 
tian Science  spiritual  treatment, 
Stephen  Gottschalk,  author  of  a  histo- 
ry of  Christian  Science,  says:  "Many 
members  feel  that  the  enormous  em- 
phasis on  broadcasting  is  secularizing 
the  church  from  within  just  when 
spiritual  healing  is  under  unprece- 
dented challenge  from  without." 

Netty  Douglass,  in  short,  has  her 
work  cut  out. 

The  church's  media  involvement 
dates  to  1908,  when  Mary  Baker  Eddy 
(who  founded   the   church   in    1879) 


Chrvsticm  Science  Fiih/ishin^'s  Nett)'  Dcjugkiss 
Racing  tiguinst  time  with  leg  irons  on. 
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Shoulditt  your  woridng  capital 
woikh^er  for  your  business? 


PIANNING 


^^^^/yC/M 


^^^^ 


Let  Merrill  Lynch  show  you  how,  with  a  free 
Cash  Management  Analysis. 

Our  Working  Capital  Management "  Account  (WCMA®  account) 
can  help  you  manage  your  excess  cash  automatically  and,  if  you 
qualify  help  you  finance  your  business. 

With  a  WCMA  account,  your  excess  working  capital  is 
automatically  invested  in  your  choice  of  money  market  funds. 
Dividends  or  interest  earned  are  "swept"  into  your  chosen 
investment.  Your  WCMA  account  also  lets  you  borrow  the 
amount  you  need,  when  you  need  it,  simply  by  writing  a  check. 
Your  loan  is  paid  off  automatically  as  funds  enter  your  account- 
thus  letting  your  working  capital  work  harder  for  your  business. 

By  letting  you  consolidate  all  your  financial  activities  into  one 
business  account,  the  WCMA  account  helps  free  you  from  many 
day-to-day  money-management  decisions.  The  WCMA  account 
also  gives  you  easy  access  to  your  assets  and  a  line  of  credit,  if 
you  qualify,  through  a  variety  of  convenient  sources. 

We'll  give  you  a  free  analysis  of  your  own  cash  management 
and  show  you  how  a  WCMA  account  can  help  put  your  idle  cash 
to  work,  either  saving  or  earning  you  money  To  take  advantage  of 
this  special  offer,  talk  to  a  Merrill  Lynch  Financial  Consultant,  re- 
turn the  coupon  below  or  call  us  toll-free,  Monday  through  Friday: 

1-800-637-7455,  ext.  5924 

We  will  send  you  more  complete  information  and  prospectuses 
about  the  CMA  Money  Funds  available  through  the  WCMA  account, 
including  all  charges  and  expenses.  Be  sure  to  read  the  prospec- 
tuses carefully  before  you  invest  or  send  money 


Mail  to:  Merrill  Lynch,  Piece,  Fenner&  Smith  incorporated 
Response  Center,  PO  Box  30200 
New  Brunswick,  NJ  08989-0200 

□  I'd  like  to  know  how  I  can  get  a  free  Cash  Management  Analysis  for  my 
business.  1  understand  there  is  no  obligation. 

Name 


Business  Address.. 
City 


-State- 


-Zip_ 


Business  Phone- 


Merrill  Lynch  clients,  please  give  name  and  office  of  your  Financial 
Consultant: 


_5924  J 


©  1990  Merrill  Lynch.  Pierce,  Fenner  &  Smith  Incorporated  Member  SIPC. 

Certain  of  the  above  services  are  offered  through  Merrill  Lynch  Business  Financial  Services.  Inc. 


Merrill  Lynch 

A  tradition  of  trust. 
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The  church  s  /c/cilsiou  master  control  room 
High  integrity,  heavy  losses. 


conceived  of  the  Christian  Science  Mon- 
itor as  an  alternative  to  the  yellow 
journalism  of  the  time.  Over  the 
years,  the  Monitor  won  respect  not  for 
proselytizmg  but  for  its  sober  and 
thoughtful  international  coverage. 
Among  its  influential  correspondents 
were  Erwin  Canhan,  Harry  Ellis  and 
Richard  Strout. 

Even  today  the  Christian  Science 
Monitor  connotes  authority  and  intel- 
lectual integrity.  Financially,  howev- 
er, the  paper  peaked  in  the  1950s. 
Competition  from  television  as  well 
as  the  high  costs  of  printing  and  deliv- 
ering a  national  newspaper  and  main- 
taining an  extensive  international 
news  staff  hammered  the  bottom  line. 
Not  since  1961  has  the  A/o/ntor  actual- 
ly turned  a  profit.  Since  then,  the  ven- 
erable daily  has  lost  a  total  of  nearly 
$250  million;  the  figure  would  be  far 
higher  were  inflation  factored  in. 

In  late  1988  the  church's  elders  de- 
cided to  recoup  some  of  these  losses 
by  cutting  back  at  the  paper  and  accel- 
erating the  church's  commitment  to 
other  media.  This  meant  wringing 
more  money  out  of  the  Monitor's  es- 
tablished name  and  reputation  by 
pouring  more  money  into  new  media 
ventures.  Monitor  Editor  Katherine 
Fanning  resigned,  along  with  several 
top  deputies. 

The  Monitor  has  invested  in  color 
production  while  sharply  cutting 
back  staff  and  pages  and  hiking  sub- 
scription rates.  A  significant  chunk  of 


the  readership  has  voted  against  the 
tradeoffs:  Circulation  is  down  from 
165,000  in  January  1989  to  just  over 
1 15,000.  The  paper  runs  just  two  full- 
page  ads  a  day. 

For  the  church's  fiscal  year  ending 
last  April,  the  Monitor's  losses 
dropped  to  just  $11  million.  But  that 
drop  masks  the  fact  the  Monitor's 
shortfall  is  now  just  a  small  fraction 
of  the  total  media  deficit:  The  line 
extensions  into  electronic  media  have 
required  huge  investments,  with 
scant  financial  payback. 

Netty  Douglass  is  credited  with 
rapidly  and  efficiently  putting  togeth- 
er the  shortwave  radio  network.  The 
broadcasts  reach  7  million  listeners 
around  the  world,  but,  as  the  candid 
Douglass  allows,  "there  are  no  com- 
mercial revenue-producing  possibili- 
ties." Church  members  have  already 
been  asked,  twice,  to  cover  the  radio 
service's  $38  million  capital  costs 
with  contributions. 

Television  programming  opera- 
tions lost  $20  million.  And  a  Boston 
UHF  station  owned  by  the  church 
(wQTv)  lost  $10  million  more.  A  five- 
year  plan  for  tv  calls  for  steadily 
growing  revenues,  but  even  the  target 
for  1994  is  less  than  break-even.  This 
year  programming  operations  will 
cost  $30  million  but  will  produce  less 
than  $10  million  in  revenues. 

Douglass'  most  successful  broad- 
cast programming  is  the  church's 
World  Monitor  show.  A  half-hour  in- 


ternational news  and  current  affairs 
show  that  taps  into  the  newspaper's 
international  staff.  World  Monitor  mns 
twice  a  day  on  the  Discovery  Channel 
and  is  the  centerpiece  of  the  church's 
diversification  into  electronic  media. 
Its  ratings  are  about  average  for  Dis- 
covery shows  in  its  time  periods,  says 
Discovery  President  Ruth  Otte. 

Otte  expresses  satisfaction  with  the 
show,  whose  upscale  demographics 
have  proved  attractive  to  advertisers 
beyond  its  rating  (a  combined  0.9  for 
the  two  showings,  or  0.9%  of  the  51 
million  viewers  who  receive  Discov- 
ery). Discovery  Channel  owns  the 
U.S.  rights  to  the  show  through  1994; 
the  church  will  get  $2  million  to  $3 
million  this  year.  A  contract  for  Euro- 
pean distribution  produces  another  $2 
million.  World  Monitor  production 
costs  are  $20  million  a  year. 

The  church's  other  television 
shows — 30  hours  a  week  of  news  and 
feature  programming — cost  less  to 
produce,  just  $5,000  an  hour  versus 
$150,000  an  hour  for  World  Monitor.  In 
all  they  cost  less  than  $10  million  to 
produce,  but  bring  in  less  than  $3  mil- 
lion in  revenue. 

World  Monitor  Magazine,  the  inter- 
national affairs  monthly  launched  in 
October  1988,  is  perhaps  the  most 
promising  of  Douglass'  new  ventures. 
The  magazine  already  claims  more 
than  250,000  paid  subscribers,  and  ad- 
vertising revenues  are  rising  steadily. 
But   the    circulation   has   not   come 
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Road  to  Bangkok. 

On  a  pre-meeting  run  outside 
Bangkok,  you'll  find  some  uncommon 
jogging  companions. 

You're  on  the  fast  track  in  Thailand. 
And  United  got  you  there. 

United  gives  you  more  nonstops  to 
Asia  and  the  Pacific  than  any  other  airline. 
And  each  one  provides  the  best  in 
international  travel,  including,  in  First 
Class,  sleeper  seats  and  our  exclusive 
Concierge  Service. 

United.  Rededicated  to  giving  you 
the  service  you  deserve.  Come  fly  the 
fi:iendly  skies. 
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cheap.  This  year  alone,  the  magazine 
will  send  out  18  million  pieces  of  di- 
rect mail.  Losses  at  the  magazine  to- 
taled $5.5  million,  but  management 
hopes  for  break-even  in  18  months. 

Undaunted,  the  Christian  Science 
Publishing  Society  continues  to  ex- 
pand. It  plans  a  satellite-based  cable 
programming  network  for  next  May. 
Purchase  of  a  transponder  and  con- 
struction of  an  earth  station  alone 
will  cost  up  to  $14  million. 

In  effect,  Douglass  has  little  choice 


but  to  expand.  She  is  in  a  race  against 
time.  She  must  develop  the  new  busi- 
nesses— especially  television — fast 
enough  to  keep  the  working  fund 
from  shrinking  to  a  point  that  would 
trigger  wide  revolt. 

Unfortunately,  Douglass  is  running 
this  race  in  leg  irons.  The  entire  pub- 
lishing and  broadcast  industry  is  in 
the  doldrums  these  days — why  should 
the  Christian  Scientists  buck  the  ebb- 
ing tide?  Making  matters  worse,  com- 
mercially, church  officials  emphasize 


Follcywing  Gideon 


As  a  practicing  Christian  Science 
.healer  for  over  40  years,  Har- 
vey Wood  has  seen  worse  trouble 
than  the  church's  mounting  media 
losses.  Wood  is  chairman  of  the 
church's  board  of  directors.  "I'm 
not  worried,"  beams  the  infec- 
tiously jovial  Wood,  a  sunny  Texan 
who's  been  a  healer  ever  since  his 
World  War  II  naval  duty.  "I'm  not 
beleaguered.  I'm  so  excited  about 
where  we  are  I  can't  stand  it." 

Wood  is  clearly  a  man  who  can 
apply  faith  to  transcend  both  pain 
and  logic.  And  he's  not  intimidated 
by  numbers.  Asked  about  the 
church's  losses,  dwindling  assets 
and  declining  membership,  Wood 
allows  that  "dollars  and  numbers 
mean  everything."  With  a  playful 
flourish,  he  adds:  "But  they  don't 
to  us.  We  sure  don't  measure  our 
strength  that  way." 

Rather  than  dwell  on  the  fact 
that  church  membership  has  de- 
clined. Wood  notes  that  the  num- 
ber  of  healings   reported   to   the 


church's  religious  periodicals  is 
rising — "a  far  greater  measure  of 
strength."  Asked  about  a  working 
fund  that  has  shrunk  under  the 
weight  of  media  losses  and  invest- 
ments. Wood  replies  that  the 
church  has  spent  big  before,  and 
points  at  the  lavish  I3.5-acre 
Mother  Church  grounds  in  Bos- 
ton's Back  Bay — replete  with  a 
200-yard-long  reflecting  pool  built 
as  part  of  an  $84  million  expansion 
in  the  early  Seventies. 

Now  Wood  goes  on  the  offen- 
sive. "You  ought  to  think  through 
the  Gideon  story  [Judges  7:17)," 
he  says.  "He's  faced  with  an  ene- 
my army  with  large  numbers,  and 
he  pared  cloivti  his  army  instead  of 
trying  to  add  numbers.  ...  To 
measure  our  strength  in  terms  of 
numbers  I  think  would  be  gross 
folly." 

What  if  TV  operations  keep  los- 
ing $30  million  a  year?  "Then  you 
stop  it,"  he  says.  Not  even  num- 
bers can  be  ignored  forever. — N.A. 
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ChristkiH  Science  hoard  chairman  Han'e)'  Wood 
"i'm  not  worried.  I'm.  not  beleaguered." 
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that  neither  proselytizing  nor  profit  is 
their  primary  aim.  Their  media  activi- 
ties, they  say,  fulfill  Mrs.  Eddy's  pub- 
lic service  mandate  to  "injure  no  man, 
but  to  bless  all  mankind."  Let  others 
worry  about  commercial  viability. 
The  church's  media  operations  will 
provide  a  sane  and  decent  alternative 
to  network  programming,  broadcast- 
ing reliable  information  to  people 
around  the  globe. 

At  a  recent  meeting,  a  tv  staffer  for 
Today's  Monitor  asked  earnestly  how 
one  show  could  be  improved.  "If  we 
were  like  everyone  else  in  commer- 
cial TV,"  an  executive  responded, 
"we'd  be  running  focus  groups.  We 
will  never  run  focus  groups,  because 
it's  corrosive."  And  unlike  other  big 
churches  with  media  assets,  the 
Christian  Scientists  decline  to  use 
their  airwaves  to  proselytize,  and 
thereby  forgo  contributions  from  the 
truest  believers. 

This  high-minded  attitude  may 
make  for  higher-quality  journalism, 
but  it  does  little  to  boost  ratings  and 
revenues.  And  it  all  but  guarantees 
that  some  of  the  church's  program- 
ming will  continue  to  be  flat-out  bor- 
ing. Example:  The  nightly  Today's 
Monitor  show  highlights  stories  from 
the  next  day's  Monitor.  This  is  a  sensi- 
ble idea  that  makes  synergistic  use  of 
.Monitor  reporters.  But  the  show  has 
virtually  no  video  content — a  baffling 
omission  on  television.  While  a  re- 
porter discusses  his  story  by  tele- 
phone from  Addis  Ababa  or  Rangoon, 
the  screen  idles  on  a  still  photo  of  the 
correspondent  and  his  byline. 

Another  problem:  Programming  is 
relentlessly  international  in  content 
and  viewpoint.  But  the  audience  is 
American  and  has  a  limited  appetite 
for  foreign  news.  Without  some  mar- 
keting concessions  to  broaden  appeal, 
break-even  will  remain  an  elusive 
objective. 

Church  leaders  profess  to  be  above 
these  realities.  As  Harvey  Wood, 
chairman  of  the  church  board  of  direc- 
tors (see  box),  puts  it,  the  church's 
media  goal  is  "to  set  a  higher  standard 
for  journalism." 

Asked  if  the  church  can  really  af- 
ford shortwave  operations  that  have 
no  revenue  prospects.  Wood  replies: 
"Sure.  We  keep  getting  more  wonder- 
ful letters  from  listeners  around  the 
globe." 

In  other  words,  the  day  is  fast  ap- 
proaching when  Netty  Douglass  will 
find  that  she  can  no  longer  run  over  or 
around  the  central  unanswered  ques- 
tion: How  long  can  a  nonprofit  insti- 
tution with  a  public  service  philoso- 
phy afford  to  ignore  the  unforgiving 
laws  of  the  marketplace?  ■ 
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At  Boeing,  squeezing  the  last  nickel  out  of 
suppliers  is  out.  These  days  creating  strong, 
long-term  relationships  is  in. 


No  more 
weekend  stands 


By  Marc  Beauchamp 


mar- 
Blue, 


We're  interested  in 
riages,"  says  James 
"not  weekend  romances." 
Blue,  bearded  and  61,  isn't  talking 
about  the  singles  market.  But  he  is  a 
broker  of  sorts.  As  general  manager  of 
the  Boeing  Commercial  Airplane 
Group's  Materiel  Division,  Blue  will 
sign  off  on  more  than  $6  billion  in 
new  contracts  with  at  least  3,500  sup- 
pliers to  Boeing  this  year  alone. 


Most  important,  he  is  at  the  fore- 
front of  forging  Japanese-style  rela- 
tionships between  Boeing  and  its  sup- 
pliers. He  does  this  by  working  with 
the  suppliers  early  in  the  design 
stages,  and  by  awarding  them  long- 
term  contracts  that  they  can  take  to 
their  bankers.  His  twofold  goal:  lock- 
ing in  favorable  prices;  and  getting  a 
better  handle  on  quality  control. 

"In  the  past,"  recalls  Blue  in  his 
spacious  office,  "you  negotiated  the 
bejesus  out  of  your  suppliers.  Today 


what  we're  interested  in  is  quality, 
schedule  and  cost.  The  low-cost  pro- 
ducer may  not  get  the  contract." 

Consider  the  case  of  FuUerton, 
Calif.-based  Weber  Aircraft,  Inc.  We- 
ber is  a  $155  million  (sales)  passenger 
seat  and  galley  maker.  With  big 
Boeing  orders  from  carriers  like 
American,  United,  Delta  and  Singa- 
pore, Weber  was  able  to  finance  the 
addition  of  300  people,  a  20%  increase 
in  its  payroll,  and  the  investment  of 
$7  million  in  refurbishing  assembly 
lines  in  Texas  and  California.  Weber 
is  making  around  15,000  seats  a 
month,  up  20%  from  two  years  ago. 

Prior  to  1984,  Boeing's  purchasing 
was  done  by  each  individual  airliner 
program.  The  people  in  charge  of 
building  747s,  for  example,  would 
take  care  of  their  procurement  needs. 
Likewise  with  the  757  team,  the  13>7 
team  and  so  on.  But  as  the  Commer- 
cial Airplane  Group  began  growing 
rapidly  (last  year  it  accounted  for  71% 
of  Boeing's  $20  billion  in  operating 
revenues),  it  became  obvious  that  pro- 
curement needed  to  be  brought  under 
centralized  control.  The  400-passen- 
ger  747-400,  for  example,  contains 
some  6  million  parts,  which  come 
from  more  than  1,500  suppliers.  The 
Materiel  Division  was  created  to  in- 
telligently source  and  keep  track  of  all 
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James  Blue,  general  nicDuii^er  of  Boeing  Commercial  Airplane  droitp's  Materiel  Division 
"In  the  past  you  negotiated  the  bejesus  out  of  your  suppliers." 
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For  most  planes  Boeing  makes  only  the  wings. 


these  components. 

The  change  made  sense  and  was,  by 
the  company's  own  admission,  long 
overdue.  After  all,  some  40%  of  an 
airplane's  cost  is  controlled  by  this 
division.  Recalls  Blue:  "We  realized 
that  this  (procurement  control]  is 
where  the  leverage  is."  So  for  the  first 
time,  for  example,  Boeing's  buyers 
could  combine  similar  parts  orders  for 
various  jet  models  and  get  more  com- 
petitive prices  than  if  they  had  bought 
the  items  separately. 

Blue  took  over  the  Materiel  Divi- 
sion in  early  1987  and  began  pushing 


the  idea  of  longer-term  contracts,  and 
involving  the  suppliers  as  early  as  pos- 
sible in  the  actual  design  and  engi- 
neering of  parts  changes — and,  most 
important,  in  the  specifications  for  its 
new  planes.  The  program  affects  vir- 
tually all  of  Boeing's  suppliers,  from 
hefty  Northrop,  which  makes  747  fu- 
selages in  Los  Angeles  and  ships  them 
by  train  to  Boeing's  sprawling  plant  at 
Everett,  Wash.,  to  Seattle-based  Eldec, 
which  makes  fuel  flow  measurement 
systems.  (About  the  only  parts  Boeing 
itself  makes  across  all  model  lines  are 
wings.) 


747-400  assemhly  line  in  F.ivrett,  Wash. 

Some  6  million  parts  from  1,500  suppliers. 


Working  closely  with  suppliers  has 
been  particularly  crucial  in  holding 
projected  costs  down  on  the  new 
Boeing  767-X.  Last-minute  changes 
and  special  orders  from  customers — 
meaning  the  airlines — can  sharply  in- 
crease the  cost  of  producing  a  plane. 
To  minimize  these  last-minute 
change  orders  on  the  767-X,  Boeing 
has  18  major  suppliers  consulting 
with  its  engineers  and  designers  on 
the  new  jet.  Blue  reckons  this  will 
eliminate  60%  of  changes. 

In  the  past,  building  planes  was  like 
building  houses:  There  were  com- 
monly 600  or  more  requests  from  cus- 
tomers for  changes  from  the  basic 
specifications.  From  now  on,  howev- 
er, Boeing  customers  will  have  less  of 
a  free  hand  in  designing  their  planes. 
Philip  Condit,  general  manager  of 
Boeing's  New  Airplane  Division, 
came  up  with  the  idea  of  a  catalog 
that  the  customer  can  use  to  pick 
options  that  it  wants.  That  way  both 
the  customer  and  Boeing  can  keep 
track  of  their  cost.  With  the  catalog, 
the  number  of  change  requests  on  the 
747-400  (such  as  the  types  of  lavato- 
ries and  the  location  of  galleys)  has 
been  reduced  to  50  or  less. 

Boeing  has  also  found  that  more 
secure  contracts  increase  its  own  effi- 
ciency by  smoothing  out  shipping  and 
supply  glitches.  Eighteen  months  ago, 
when  Boeing  foresaw  a  critical  short- 
age of  galleys,  seats  and  lavatories  de- 
veloping, for  example,  it  dispatched 
teams  to  such  suppliers  as  Germany's 
Buderus  Sell  (galleys)  and  Japan's 
Jamco  (lavatories)  to  get  them  to  in- 
crease capacity.  In  a  year,  the  suppli- 
ers of  these  key  components  boosted 
production  and  capacity  by  nearly 
50%.  Boeing  has  about  125  experts 
around  the  world  whose  job  is  to  keep 
their  eyes  on  suppliers  and  offer  help 
when  needed.  Early  in  1989  Boeing 
was  battling  1,000  parts  shortages  on 
the  747-400;  today  the  company  has 
shaved  that  to  about  30. 

Is  Jim  Blue  worrying  about  his  sup- 
pliers because  business  is  bad?  No, 
he's  worrying  about  them  because 
business  is  so  good.  Boeing's  current 
backlog  is  a  record  $90  billion.  Unless 
the  bottom  suddenly  falls  out  of  the 
airplane  business,  by  1992  Boeing's 
commercial  airplane  division  will  be 
manufacturing  up  to  41  planes  a 
month,  instead  of  the  34  a  month 
today.  The  better  the  grip  Boeing  gets 
on  its  procurement,  the  more  profit- 
able the  years  ahead  will  be.  Says 
Blue,  who  started  with  Boeing  in  1945 
when  he  was  16,  and  has  seen  his 
share  of  airplane  cycles:  "When 
things  look  good,  that's  the  time  you 
have  to  work  harder."   ■ 
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Now  you  can  afford 
to  upgrade  eveiy  trip. 


The  free,  cooked-to-order  breakfast. 


For  about  what  you  pay 
at  Marriott  and  Hilton, 
you  could  be  staying  in 
a  hotel  that  was  made 
for  you.  Embassy 
Suites"  hotel.  Each  of 
our  rooms  is  a  two-room  suite,  so  you  can  spread  out  and 
work  or  stretch  out  and  relax.  And  each  comes  with  a 
free,  cooked-to-order  breakfast  each  morning  (everything 

from  pancakes  to  muf- 
fins to  cereals  and  fresh 
fruit)  and  two  hours  of 
complimentary  bever- 
ages^ each  evening. 
If  you're  looking  for 


The  complimentary  beverages*. 


(ITS  THE  ONLV 
\  WAV  TO  GO 

'o 


more  from  your  hotel,  call  us.  We  think  you'll 
find  we  were  made  for  each  other 


EMBASSY 


SUITES 

^H  O  T  E  L  S^ 

We  were  made  for 
each  other;" 


In  Canada 

1-800-458-5848 

In  Mexico 

95-800-362-2779 


Call  1-80OEMBASSY 

or  your  travel  agent. 


'•'Subject  to  state  and  local  laws. 
GARFIELD:  ©1978  United 
Feature  Syndicate.  Inc. 
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A  good  part  of  our  business  is  in  commodity  paper 

products-market  pulp,  containerboard,  linerboard.  Long 

considered  unglamorous  and  low-margin,  conventional 

wisdom  has  it  that  these  items  are  not  profitable. 

Not  so. 

The  market  for  commodity  papers  has  gone  global.  Which 

means  the  company  able  to  produce  them  in  large  volume  at 

low  cost  has  a  distinct  and  profitable  advantage. 

We  are  that  company 

The  fact  is,  since  our  acquisition  of  Great  Northern 

Nekoosa,  few,  if  any,  of  our  competitors  offer 

equal  economies  of  scale. 

Which  means  we  now  have  a  highly  profitable,  global 
opportunity  that's  essentially  ours  to  develop. 

Proving  once  again,  it  pays  to  look  beyond  popular  belief 

And  it  pays  well. 


GeorgiaRicific     ^ 


Computers/Communications 


Apple  Computers  strategy^:  AUnfor  the  high  end  of  the  market  with 
product  the  competition  cant  copy  and  the  customers  cant  do 
without.  It's  a  road  to  high  profits — and  to  extraordinary  risks. 


Can  Apple 
go  it  alone? 


By  Gretchen  Mor^nson 

1AST  MONTH  JOHN  SCULLEY,  thc 
_  51 -year-old  chairman  of  Apple 
I  Computer,  told  Wall  Street  an- 
alysts that  1991  was  gomg  to  be  one  of 
the  company's  busiest  years  ever. 
New  hit  products,  including  several 
low-priced  Macintoshes,  were  going 
to  tumble  off  the  assembly  lines,  rees- 
tablishing Apple  as  a  technology  lead- 
er. Someday  the  company  was  going 
to  hit  $10  billion  in  sales,  up  from 
$5.5  billion  in  fiscal  1990. 

Could  all  this  work  out  as  Sculley 
intends?  It  could,  and  if  it  did,  Apple's 
stock  today  is  too  cheap  at  a  recent 
37 Vi,  or  nine  times  earnings.  But 
there  are  a  couple  of  soft  spots  in 
Apple's  plans: 

1.  In  developing  and  selling  unique 
products,  the  company  creates  a  high 
degree  of  incompatibility  between  its 
machines  and  the  rest  of  the  world's 
computers.  It  runs  the  risk  of  isolating 
its  products. 

2.  By  holding  prices  high,  Apple 
makes  it  irresistible  for  profit-hungry 
competitors  to  work  overtime  to  copy 
its  features  and  undercut  its  prices. 

Under  Sculley,  Apple  has  catered  to 
people  who  buy  very  expensive  per- 
sonal computers,  costing  two  and 
three  times  what  other,  less  well 
known  brands  cost.  Those  customers 
buy  because  Apple  has  offered  power- 
ful and  unique  features  not  available 
elsewhere.  You  can't  do  this  unless 
you  have  a  proprietary  design  for  the 
computer's    electronic    innards    that 


competitors  can't  easily  copy.  This 
makes  Apple  machines  incompatible 
with  IBM  machines  and  ibm  clones. 

Thc  trouble  here:  Those  iBM-com- 
patibles  account  for  an  overpowering 
90%  of  the  personal  computer  busi- 
ness. The  proprietary  design  protects 
Apple's  rich  prices  from  undercutting 
by  clone  makers.  But  it  leaves  Apple 
users  somewhat  isolated.  Without 
special  conversions  and  interfaces, 
they  can't  transfer  work  from  Apple 
machines  to  non-Apple  machines. 
Worse,  they  sometimes  wait  a  long 
time  before  enjoying  new  software: 
Software  written  for  iBM-type  ma- 
chines can  work  on  an  Apple  only 
with  the  help  of  a  software  or  hard- 
ware adaptor.  Naturally,  software 
writers  would  rather  write  for  90%  of 
the  market  first  and  deal  with  the 
Apple  tag  end  only  later.  Even  Lotus 
Development's  enormously  popular 
1-2-3  spreadsheet,  for  example,  is  not 
yet  available  in  a  Macintosh  version. 

So  far,  the  compatibility  dilemma 
that  confronts  Apple  customers  has 
yet  to  cause  any  distress  to  Apple's 
bottom  line.  Indeed,  since  joining  Ap- 
ple in  1983,  Sculley  has  multiplied 
profits  sixfold,  to  an  estimated  $500 
million  for  the  fiscal  year  that  ends 
this  month.  But  the  incompatibility 
dilemma  won't  go  away,  given  the 
increasing  importance  customers  at- 
tach to  interchangeability  of  machines 
and    portability    of    their    software. 

So  the  question  is:  Will  the  strategy 
that  served  Apple  so  well  in  the  late 
1980s  continue  to  work  in  the  1990s? 


Apple's  recent  success  has  come 
from  attracting  such  customers  as  pub- 
lishing firms  and  graphics  designers 
that  spend,  say,  $10,000  to  $50,000  for 
a  computer  and  related  gear.  Mean- 
while, the  company  has  all  but  ig- 
nored the  rapidly  growing  market  for 
relatively  inexpensive  home  comput- 
ers, the  very  market  in  which  it  first 
made  its  enviable  reputation-.  In  the 
past  two  years  the  average  selling 
price  of  Apple's  products  has  jumped 
more  than  60%,  from  $2,900  to 
$4,700.  In  the  higher-end  business 
market  an  Apple  setup  starts  at 
$10,000;  IBM  or  Compaq  machines 
with  comparable  capabilities  go  for 
$8,000,  and  those  from  Hyundai, 
Daewoo,  ast  or  Everex  fetch  as  little 
as  $2,000.  How  can  Apple  charge  such 
prices  and  still  survive?  Dendy 
Young,  president  of  Landover,  Md.- 
based  Falcon  Microsystems,  is  the 
largest  Apple-only  reseller  in  the  na- 
tion and  one  of  the  U.S.  government's 
major  sources  for  Apple  gear.  He  says: 
"We  feel  that  Apple  gives  you  so 
much  more  productivity  that,  com- 
pared to  the  cost  of  people,  it's  really 
very  inexpensive."  Still,  he  concedes, 
it's  a  hard  sell  to  get  customers  to 
write  such  large  checks  when  much 
smaller  checks  would  get  thein  rival 
products. 

No  surprise,  then,  that  Apple's 
share  of  the  U.S.  personal  computer 
market,  measured  in  units  sold,  has 
fallen  by  a  third  in  the  last  five  years 
(see  chart,  p.  198).  Why  then  is  Apple  so 
profitable,  increasing  its  earnings  in 
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1990  by  26%  ?  Because  its  dollar  share 
of  the  market  has  held  up  better, 
climbing  from  10.5%  to  13.4%  on  the 
strength  of  its  price  increases.  Chair- 
man Sculley  wrote  in  his  1987  autobi- 
ography, Odysse)'.  "It  was  important  to 
establish  a  brand  name  that  could 
command  a  premium  price.  ...  It  was 
critical  to  have  high  gross  margins  to 
pay  for  the  huge  research  and  develop- 
ment expenses  needed  to  support  a 
proprietary  technology." 

Can  Apple  continue  to  survive  as  a 
high-end  player?  In  automobiles,  bmw 
does,  even  though  its  revenues  are 
only  11%  those  of  General  Motors. 
But  the  analogy  may  not  hold.  Apple's 
operations  are  expensive.  In  fiscal 
1989  Apple  spent  $2  billion  on  selling 
and  administrative  costs,  research 
and  development  and  other  overhead. 
A  graphic  arts  niche  just  won't  pay 
those  bills. 

Apple  can  cover  these 
high  overhead  costs  be- 
cause premium-priced 
Macintosh  models  give  Ap- 
ple the  PC  industry's  high- 
est gross  profit  margin 
(what's  left  of  a  sales  dollar 
after  manufacturing  costs 
are  deducted):  54%,  com- 
pared with  IBM's  and  Com- 
paq's estimated  45%  profit 
margins. 

But  such  fat  margins  at- 
tract competitors.  They 
haven't  yet  matched  Mac's 
features,  but  they  are  get- 
ting closer.  IBM  clones  can 
be  bought  with  a  lot  of 
memory  and  with  graphics 
boards  and  monitors  that 
make  them  graphically 
powerful.  And  then  there  is 
the  recently  introduced 
Windows  3.0  from  Micro- 
soft, which  makes  ibm 
compatibles  almost  as  easy 
to  use  as  Apple  machines. 

Almost  but  not  quite. 
Can  "not  quite"  still  sup- 
port prices  that  are  many 
times  those  of  competi- 
tors'? Apple  clearly  thinks 
so,  but  then  Apple  has  al- 
ways been  a  company  with 
self-confidence  so  extreme 
it  borders  on  arrogance. 
This,  after  all,  is  a  company 
that  predicted  in  1983  it 
would  "blow  IBM  away,"  a 
company  that  tried  to  raise 
retail  prices  in  late  1989  in 


spite  of  declining  market  share. 

Skeptics  who  doubt  the  Apple  strat- 
egy will  continue  to  work  cite  the 
Xerox  analog>'.  David  Pearce,  a  former 
Xerox  executive  and  now  chief  execu- 
tive officer  of  Domain  Technology, 
remembers:  "We  [Xerox]  realized  that 
all  our  profits  were  being  made  on 
high-end  machines,  so  we  put  all  our 
effort  into  building  superduplicators. 
Meanwhile,  the  Japanese  came  in  and 
completely  overtook  the  low  end." 
Xerox  found  out  too  late  that  the  low- 
priced  market  was  a  conduit  to  cus- 
tomers who  would  later  trade  up. 

Detroit  long  ago  learned  the  same 
lesson:  You  need  relatively  low  priced 
cars  in  your  lineup  to  attract  the  first- 
time  buyer;  he's  the  one  who  later 
moves  from  Chevrolet  to  Cadillac. 

IBM  hasn't  ignored  this  lesson. 
Since  1985,  while  Apple's  share  has 
stagnated,  ibm's  share  of  the  home 
market  has  climbed  from  10%  to 
15%.  (Apple  does  have  a  very  low  end 
product,  the  Apple  II,  but  its  technol- 
ogy is  13  years  old  and  the  machine  is 
not  even  compatible  with  the  Macin- 
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Apple  Computer's  share  of  units  shipped  marches 
downward,  but  premium  prices  keep  its  dollar  share  of 
the  personal  computer  pie  up  from  1985. 


APPLE'S  DOMESTIC  PC  MARKET  SHARE 
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toshes  that  make  up  the  rest  of  Ap 
pie's  product  line.) 

Sometime  this  fall  Apple  is  expect- 
ed to  deliver  two,  maybe  three,  low 
priced  Macs  to  compete  with  new  in 
expensive  machines  from  ibm  and 
Tandy.  There  will  probably  be 
$1,000  Mac  with  a  black-and-white 
monitor  and  a  $2,000  model  in  color 
Apple  boosters  say  that  these  new  en- 
tries will  reestablish  Apple's  lead  in 
the  home  computer  market,  making 
up  for  some  of  the  company's  recent 
disappointments  elsewhere,  such  as  a 
too-heavy,  too-expensive  laptop 
these  machines  are  successful,  Apple 
will  again  have  low-end  machines  to 
attract  first-timers. 

There  remains  the  problem  of  Ap- 
ple's   isolationist    technology,    ibm 
took  the  opposite  approach,  opening 
up  the  workings  of  its  machines  so 
that  rivals  and  third-party  software 
developers   could   make   compatible 
products.  As  a  result,   there  are  40 
million  iBM-compatible  machines  out 
there,  to  4  million  Macs.  And,  more 
important,  90%  of  the  software  avail 
able  to  computer  users  is 
written  for  iBM-style  ma 
chines,  those  whose  operat 
ing   system   is   dos.    Only 
10%  is  written  for  Macs. 

When  the  Macintosh  was 
introduced  in  1984,  its 
technology  was  far  superior 
to  that  of  competitive  ma 
chines.  Unlike  an  ibm  or 
IBM  clone,  a  Mac. required 
practically  no  instruction, 
just  an  electrical  outlet  and 
a  desk.  Apple  could  afford 
to  be  standoffish. 

But  superior  technology 
does  not  always  win  out  in 
the  long  run.  Sony's  Beta- 
max  videocassette  recorder, 
though  pioneering  in  1975 
and  of  higher  resolution 
than  the  competing  vhs 
standard,  lost  out  to  vhs. 
One  of  Sony's  problems 
was  that  it,  like  Apple,  had 
limited  the  licensing  of 
Beta  technology,  whereas 
JVC,  which  created  the  vhs 
format,  had  shared  its  tech- 
nology with  many  other 
companies.  That  helped  ex- 
pand the  variety  of  pro- 
gramming for  the  machine. 
With  so  many  more  vhs  re- 
corders to  choose  from,  and 
so  many  more  vhs  movies,  j)n]]j 
consumers  gave  it  the  nod.  » 
In  the  end,  software  deter- 
mined the  hardware's  fate. 

What  do  computer  cus^  U\r\ 
tomers  want  today?  Listen! 
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enith  Data  Systems  Presents 

Everything  Ibu  Love  About  The  PC 

, .  Phis  The  Benefits  Of  Graphical 
omputing. 


1ITH  DATA  SYSTEMS  INNOVATES  AGAIN 

„j,^  Zenith  Data  Systems  was  the 
m  t  to  offer  Microsoft*  Windows™ 
M  ision  3.0  and  Asymetrix®  ToolBook' 
"[^1  finstalled  on  every  hard  drive 
M  r)-based  desktop  PC.  And  that's 
:«ai  i:  part  of  The  Seamless  Solution 
^'  |ve  created  for  today's  graphical 
wJJ  liputing  environment. 
Onii    With  Microsoft  Windows  version 
I  and  the  fingertip  simplicity  of  the 
JTOsoft  Mouse,  your  Zenith  Data 
items  PC  lets  you  glide  graphically, 
mlessly  between  applications, 
ile  Asymetrix  ToolBook  lets  you 
ign  your  own  applications  under 
idows  version  3.0.  So  your  produc- 
ty  will  soar.  With  the  greatest 
:ase. 

A  $643  valuef  Microsoft 
idows  version  3.0,  Asymetrix 
i)lBook  and  the  Microsoft  Mouse 
all  yours  with  every  Intel386™ 
)  EISA  or  386SX  desktop  PC. 
Add  our  award- winning  14" 
A  Flat  Technology  Monitor,  and 
I've  got  The  Seamless  Solution, 
your  Windows  version  3.0  and 
ilBook  applications  will  come  to 
with  breakthrough  clarity. 
Zenith  Data  Systems.  Trans- 
ning  the  PC  into  a  powerful 
phic  environment.  For  more 
•rmation  and  the  name  of 
ir  nearest  Zenith  Data  Systems   ' 
dallion  Reseller,  call: 

iOO-523-9393 
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The  Zenith  Data  Systems  Sphere 


The  universal  symbol  of  simplicity,  the  sphere 

perfectly  represents  The  Seamless  Solution'"  from 

Zenith  Data  Systems. 


ZeNITH 

data  systems 

Groupe  Bull 


.oft  and  Windows  version  3.0  are  trademarks  of  Microsoft  Corporation.  Asymetrix  and  ToolBook  are  registered  trademarks  of  Asymetrix  Corporation.  Intel386  is  a  trademark  of  Intel  Corporation, 
i  on  suggested  retail  price  if  purchased  separately.  ®  1990  Zenith  Data  Systems  Corporation 
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to  Rand  Morimoto,  president  of  Cali- 
fornia Computer  Options,  one  of  the 
largest  computer  dealers  in  Califor- 
nia: "Open  architecture  is  definitely 
what  consumers  want.  With  it  you 
have  the  potential  to  just  plug  in  a 
board  and  it  will  give  you  next  year's 
technology  without  having  to  throw 
your  old  computer  away." 

Apple  deflects  the  open- 
architecture  question  by 
noting  that  Macs 
equipped  with  the  Apple 
SuperDrive  floppy  disk 
drive  and  Apple  File  Ex- 
change can  share  files 
(such  as  word-processing 
documents)  with  dos  ma- 
chines. Macs  also  run  on 
Unix  operating  systems 
by  way  of  some  retrofit- 
ting. But  there's  a  big  dif- 
ference between  sharing 
files  or  shoehoming  sys- 
tems on  top  of  one  anoth- 
er and  being  plug-to-plug 
compatible. 

If  Apple  intends  to  keep 
its  technology  proprietary 
forever,  it  is  imperative 
that  it  keep  two  steps 
ahead  of  the  iBM-compati- 
ble  world  with  techno- 
logical breakthroughs.  For 
a  long  while,  it  did  this.  In 
desktop  publishing,  for 
example,  the  best  equip- 
ment available  has  been 
Aldus  PageMaker  and 
Adobe  PostScript  soft- 
ware on  a  Mac  Ilci  with 
circuitry  to  support  a  very 
high  resolution  color  dis- 
play. Although  this  com- 
bination is  still  state  of 
the  art,  with  Windows 
you  can  now  use  Page- 
Maker on  a  DOS  machine. 
And  a  new  $900  iBM-com- 
patible  entry,  Xerox'  Ven- 
tura Publisher  3.0  software,  is  also 
givin^  Apple  a  run  for  its  money  in 
desktop  publishing. 

Can  Apple  afford  to  keep  its  archie 
lecture  closed  in  an  increasingly  op^ 
world?  Gordon  Eubanks  Jr.,  chief  ex- 
ecutive officer  of  Symantec  Corp.,  a 


going  to  be  on  high  margins  or  on  high 
market  share?  Apple  should  focus  on 
market  share  at  the  expense  of  mar- 
gins." Symantec's  exciting  and  inno- 
vative qSla.  software  won't  work  on 
an  Apple  machine. 

Yet  Apple  clings  to  its  closed  archi- 
tecture, for  reasons  that  are  both  eco- 
nomic and  emotional.  Economic: 
Were  Apple  to  change  over  to  the  so- 
called  DOS  world,  its  profit  margin 
would  fall  drastically,  because  it 
would  then  be  competing,  for  th^  first 


i4pp/e  ad  tweaked  IBM's  supposedly  Orwell ian  bureaucracy 
Is  Apple  catching  the  same  disease? 
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time,  with  cheap  Asian  clones.  Emo- 
tional: For  Apple  to  open  its  architec- 
ture, maybe  even  add  a  Dos-compati- 
ble  386-chip  to  a  Mac,  would  be  ma- 
jor-league capitulation.  The  company 
still  maintains  that  its  products  are 
superior  to  all  others.  It  funds  a  $500 
million  R&.D  program,  it  supports  four 
freewheeling  creative  types  designat- 
ed "Apple  fellows"  and  works  hard  at 
maintaining  its  image  as  a  font  of 
innovation. 

ScuUey  declined  requests  for  an  in- 
terview; he  is  keeping  a  low  profile 


these  days.  But  his  positions  are  on 
the  record.  As  a  marketing  man  out  of 
PepsiCo,  one  of  Sculley's  first  tasks  at 
Apple  was  to  create  advertising  that 
defined  his  company  as  an  industry 
innovator,  as  against  ibm's  role  as  the 
stable,  customer-oriented  manufac- 
turer. Just  as  Pepsi  was  never  to  be- 
come a  discount  version  of  Coke,  Ap- 
ple was  never  to  be  the  poor  man's 
IBM.  The  Apple  difference  became  the 
company's  selling  point. 
That  difference  is  no  longer  as  clear 
as  it  once  was.  The  early- 
summer  introduction  of 
Microsoft's  Windows  3.0 
software,  with  its  Mac- 
like graphical  user  inter- 
face, singlehandedly  took 
away  a  big  chunk  of  Mac- 
intosh's ease-of-use  edge. ' 
Make  no  mistake:  a  dos 
machine  using  Windows 
is  not  quite  as  friendly  as  a 
Mac.  To  get  Windows 
running  is  not  a  trivial 
task,  and  Windows  does 
not  work  well  on  relative- 
ly low  grade  machines — 
so-called  286s — that 

make  up  a  large  segment 
of  PCS  in  use.  Further- 
more, there  will  always  be 
customers — corporate  or 
individual — whose  needs 
and  tastes  require  a  Mac; 
publishers,  graphic  artists 
and  designers  are  likely  to 
remain  loyal  to  th,e  Apple 
machine  regardless  of 
Windows.  Mark  Broker- 
ing, an  associate  market- 
ing director  at  Harper  San 
Francisco,  a  division  of 
HarperCollins  Publishers, 
swears  by  the  Mac.  All  of 
his  firm's  marketing  ma- 
terials are  created  on 
Macs  because  they  are  so 
productive.  He  says,  "You 
get  more  speed  and  more 
control  at  less  expense." 
But  the  fact  that  a  $99 
Windows  software  pack- 
age can  make  an  ibm 
clone  do  80%  of  what  a  Mac  does  at  a 
fraction  of  the  price  adds  up  to  one  big 
marketing  challenge  for  John  Sculley. 
Carol  Muratore,  an  analyst  at  Morgan 
Stanley,  sums  it  up:  "There  are  people 
who  believe  that  Windows  3.0  is  as 
good  as  a  Mac.  It  isn't,  but  the  only 
way  you'll  know  the  difference  is  to 
use  [a  Mac],  which  is  a  problem  when 
[Mac]  has  only  10%  of  the  market." 

Another  Windows  effect:  Software 
writers  from  here  on  in  will  be  that 
much  less  inclined  to  write  programs 
for  the  Macintosh.  The  size  of  the  dos. 
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Ricoh  Believes  A  Gteat  Copier 
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RUTOPRPER  SELECT 


RUTOREOUCEJEflLRRGE 


RUTOiriRGEDEriSIT^ 


RUTO  DUPLEX 


RUrOSORTlSTRCI^ 


Copiers  come  with  some  pretty  advanced  features 
these  days.  Unfortunately  one  feature  they  don't 
generally  come  with  is  ease  of  operation. 

That's  why  Ricoh  introduced  our  remarkable 
new  Menu  Reader.  The  RICOH  Menu  Reader  makes 
performing  even  the  most  advanced  copy  functions 
as  simple  as  checking  off  what  you  want,  inserting  a 
Job  Sheet  and  pressing  the  start  button. 

When  equipped  with  a  Menu  Reader,  the  RICOH 
¥17770  will  copy  at  a  speed  of  up  to  64  copies  per  minute. 
Make  two-sided  copies  of  anything— standard  sized  originals 
to  computer  forms.  Even  sort  and  staple  reports.  All  at  the 
touch  of  a  single  button . 

For  businesses  that  need  a  workhorse  in  the  copy  room, 
the  RICOH  FT5570  and  FT5540  copiers  can  also  be  equipped 
with  the  Menu  Reader.  Plus  automatic  duplexing,  sorting 
and  stapling.* 

To  take  you  through  the  copying  process  with  the 
greatest  of  ease,  all  three  RICOH  copiers  come  with  an  easy 
to  understand,  step  by  step  instruction  panel.  So  whether 
you  use  the  Menu  Reader  or  choose  to  do  it  yourself,  there's 
no  simpler  way  to  make  copies  than  with  a  RICOH  copier. 

It's  just  that  simple. 

And  of  course  the  simplest  way  to  find  a  RICOH  copier  is 
todiall-800-63-RICOH. 


RICOH 
Job  Sheet 


FT7770 

High  Volume 

High  Performance  Copier 


iimm 

Where  ImaginationBecomes  ReaKfy 

For  more  information  write  to:  Ricoh  Corporation,  5  Dedrick  Place,  West  Caldwell,  NJ  07006.  Attn:  Office  Products  Business  Division,  Box  20. 
*  Some  features  on  select  models  only.  May  require  optional  accessories.  Please  consult  your  authorized  Ricoh  dealer  or  representative  for  details. 
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The  man  who  hept  the  marketers  and  the  techiesfrom  sparring  departs  this  month. 
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market  already  attracts  them;  the 
friendliness  of  the  Windows  interface 
will  attract  their  customers.  This  is 
vital  for  Apple's  future.  People  buy 
hardware  for  the  software  it  will  run. 

The  market  for  new  dos  software 
products  looks  enticing  even  to  devel- 
opers inside  Apple — namely,  at 
Claris,  its  software  subsidiary.  Apple 
was  supposed  to  spin  off  Claris  to 
shareholders  as  a  public  company  ear- 
lier this  year,  but  the  plan  was  scut- 
tled at  the  last  moment.  People  close 
to  the  company  say  Apple  chose  to 
keep  Claris  under  its  control  when  it 
became  clear  that  its  writers  planned 
to  write  programs  for  dos  machines 
the  moment  they  were  cut  loose  from 
Apple.  ScuUey  learned  this  and  re- 
portedly nixed  the  spinoff. 

New  machines  would  help  save  the 
day  for  Apple,  and  Sculley  wisely 
boosted  R&D  spending  to  8%  of  reve- 
nue in  1989,  from  7%  in  earlier  years. 
But  Apple's  recent  offerings  have  been 
extensions  of  existing  products — a 
slightly  faster  box  here,  a  better  print- 
er there.  At  15  pounds,  the  laptop  Mac 
introduced  last  year  weighed  twice  as 
much  as  competing  laptops  did,  yet 
Apple  priced  it  t  vice  and  three  times 
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as  high  as  the  others.  In  what  looks 
like  an  admission  of  design  defeat, 
Apple's  next  laptop  is  rumored  to  be  a 
joint  effort  with  Toshiba. 

Apple  came  out  in  March  with  a 
$9,000  to  $11,000  Macintosh  Ilfx, 
much  faster  than  prior  Apple  ma- 
chines, thanks  to  a  68030  Motorola 
microprocessor  and  powerful  support 
chips  that  drive  the  video  display  and 
handle  memory  access.  But  compared 
with  workstations  from  companies 
that  have  been  in  that  market  for  a 
long  time,  such  as  Sun,  the  Mac  prod- 
uct is  neither  economical  nor  particu- 
larly powerful. 

Apple's  long-awaited  operating  sys- 
tem enhancement.  System  7.0,  is  run- 
ning a  year  and  a  half  behind  sched- 
ule. People  familiar  with  System  7.0 
say  that  yes,  it's  a  little  faster  and 
more  intuitive,  but  that  it  may  not  be 
compatible  with  all  of  the  Mac  soft- 
ware that's  out  there. 

What  about  the  next  generation  of 
innovations?  In  wireless  networking, 
Agilis,  a  Mountain  View,  Calif,  start- 
up, is  already  building  hardware  that 
will  allow  companies  to  use  radio 
waves  to  link  their  computers  over 
short  distances.  Agilis'  hardware  will 
be  available  first  for  ibms,  not  Apples. 
Multimedia  computing — the  mixing 
of  sound,  text  and  graphics  in  a  single 
presentation — would  seem  to  be  a 
natural  for  graphics-oriented  Macin- 
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toshes.  But  Microsoft,  the  premier 
software  company,  has  joined  ibm, 
not  Apple,  in  development  of  multi- 
media systems.  In  pen-based  comput- 
ing, GO  Corp.  in  Foster  City,  Calif,  is 
in  partnership  with  ibm,  not  Apple. 

Can  Apple  nevertheless  .produce 
fresh  technological  breakthroughs 
that  will  continue  to  earn  premium  lafijg; 
prices?  Gone  are  the  baby-faced  engi 
neers  who  made  the  place  a  university 
of  innovation.  While  he  was  head  of 
R&D,  Jean-Louis  Gassee  excelled  at 
balancing  the  marketing  and  technol- 
ogy factions  within  Apple.  Gassee  is 
leaving  Apple  this  month.  A  former 
Apple  executive  explains  the  changes 
in  these  terms:  Apple  at  its  best  was 
uncontrolled  but  superbly  alive;  now 
it  is  superbly  controlled  but  a  lot  less 
alive.  This  executive  is  admittedly 
bitter,  but  there  is  no  doubt  the  atmo- 
sphere has  become  more  formal,  more 
constrained. 

It's  not  easy  being  a  $5  billion  com- 
pany in  an  industry  dominated  by  $10 
billion  and  $50  billion  giants.  Under 
these  conditions,  John  Sculley  is  do- 
ing the  right  thing:  seeking  to  keep  his 
products  unique.  The  question  is.  Can 
he  keep  them  unique  enough  to  justi- 
fy premium  prices  in  a  marketplace 
swarming  with  smart,  hungry  com- 
petitors? In  a  market  that  may  value 
compatibility  more  than  it  does 
uniqueness?  ■ 
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OPEN  SYSTEMS 

A     STRATEGY     FOR     THE     1990s 


yssue  Date: 
[November  26, 1990 

'Closing  Date: 
September  24, 1990 

FORBES 
ISpecial  Report 
to  Management 
n  the  November  26 
1990  Issue 


n  today's  competitive  global  mar- 
;etplace,  companies  must  get  their 
)roducts  and  services  to  customers 
aster  and  more  efficiently  than  ever 
•efore.  Effective  deployment  of  in- 
Drmation  systems  is  an  essential 
ompetitive  tool  for  helping  com- 
lanies  develop  "speed  to  market" 
trategies. 

To  accomplish  this,  companies 
re  embracing  an  "open  systems" 
olution,  linking  existing  equipment 
/ith  state-of-the-art  technology  and 
ew  operating  environments.  Max- 
nizing  connectivity  has  become  a 
|)p  priority  for  today's  users,  but  no 
larket  leader  in  open  systems 
jchnology  has  yet  emerged. 

"OPEN  SYSTEMS:  A  Forbes 
'  pecial  Report  to  Management" 
ffers  a  forum  for  presenting  your 
ompany's  leadership  in  what 
romises  to  be  one  of  the  hottest 
larkets  of  the  1990s. 

lake  the  Case  for  Your 
ompany's  Expertise 

ne  Forbes  Special  Report  on 
PEN  SYSTEMS  provides  com- 
j  Jter,  communications  and  office 
Jtomation  companies  an  ideal 


opportunity  to  reach  key  corporate 
decision  makers.  Benefits  to  adver- 
tisers include: 

•  Authoritative  text  researched 
and  written  by  the  Yankee  Group, 
an  internationally  recognized 
leader  in  technology  and  market 
research 

•  Case  studies  of  companies  that 
have  successfully  used  an  open 
systems  approach 

•  Advertisers  will  appear  in  the  text 
with  an  executive  interview  and 
photograph 

•  OPEN  SYSTEMS  will  also  appear 
in  InformationWEEK,  reaching 

a  circulation  of  160,000  IS  man- 
agers and  senior  staff. 

Forbes  Delivers  Your 
IVIessage  to  Top  Executives 

'  Forbes  reaches  2.3  million  affluent 
readers*  and  a  core  market  of 
735,000  subscribers.  82%  of 
Forbes'  subscribers  are  in  busi- 
ness, industry  or  the  professions. 


Of  these: 

•  65%  hold  top  manage- 
ment positions 

•  28%  are  chief  officers 
of  their  companies 

•  87%  are  active  in  com- 
pany management 

•  74%  influence  company  purchase 
decisions 

•  Their  companies'  average  gross 
sales  are  $1.7  billion** 

Forbes  is  the  leader  in  regular 
readership  among  upper  manage- 
ment and  MIS/EDP  executives  at 
1 ,500  of  the  largest  American 
companies. 


Read  Regularly 
(3  out  of  4  Issues) 

FORBES 

85% 

Business  Week 

71 

Fortune 

63 

Source:  1990  Upper  Management  Readership 
of  Business  Magazines;  Beta  Research  Corp. 

For  more  information  about  this 
special  advertising  opportunity, 
call  Susan  Toscani,  Associate 
Director  of  Special  Projects, 
212-620-2450. 

•MMR,  1989 
"Don  Bowdren  Associates,  1990  Subscriber  Study 
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Commentary  by  Esther  Dyson 


VIRTUAL  REALITY:  SPREADSHEETS  FOR  INDUSTRY 


Virtual  reality  is  getting  a  lot  of 
press  right  now,  but  much  of  it  fo- 
cuses on  the  glitz  rather  than  the 
substance.  Briefly,  it's  the  notion  of 
combining  three-dimensional  sim- 
ulations of  reality  with  tools  that 
can  sense  a  user's  movements — 
eyes,  hands,  body.  Then  software 
and  a  powerful  real-time  computer 
to  run  It  compute  the  changes  in  the 
model  to  coordinate  with  the  user's 
real  movements.  The  effect  is  start- 
ling: You  can  sit  and  adjust  your 
seat  level  inside  a  fictitious  car,  fly 
over  complicated  piping  with  leaks 
displayed  in  red,  or  perform  repair 
work  remotely  while  a  robot  does 
the  real  repairs  in  some  dangerous 
or  inaccessible  location. 

But  this  is  yet  another  technology 
from  which  the  users  will  probably 
profit  more  than  its  purveyors, 
which  include  Autodesk,  privately 
owned  vpl  Research,  and,  indirect- 
ly. Digital  Equipment  Corp.  and  Sil- 
icon Graphics.  Although  vpl  is  prof- 
itable, it  has  achieved  this  by  stay- 
ing small  and  focused  on  customers 
such  as  designers,  engineers  and 
other  people  who  work  with  models 
and  simulations.  Virtual  reality  is 
not  a  mass-market  item  that  will 
trickle  up  but  a  high-level  technol- 
ogy that  will  trickle  down.  It  will 
take  years  before  it  becomes  a  mass- 
market  phenomenon.  And  then? 
Perhaps  we  could  have  individuals 
using  their  virtually  real  computers 
to  gain  the  illusion  of  shaking  hands 
with  distant  acquaintances,  or  play 
very  realistic  war  games,  or  learn 
surgery. 

Although  a  lot  of  companies 
would  like  to  lay  claim  to  the  entire 
concept,  virtual  reality  is  too  broad 
an  idea  to  be  defined  by  a  single 
company,  product  or  approach.  Be- 
hind it  lies  the  realization  that  we 
don't  experience  reality  directly 
anyway,  we  just  receive  light  or 
soundwaves  that  our  brains  inter- 
pret as  real.  Thus  if  a  computer  can 
send  signals  to  mimic  those  sent  by 
real  objects,  the  result  will  be  virtu- 

Esther  Dyson  is  editor  and  publisher  of  the 
mnvsletter  Release  1 .0. 
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ally  indistinguishable  from  the  real 
thing.  Computer  engineers  work 
meticulously  to  create  mock-ups  of 
actuality  that  send  the  right  signals. 
These  mock-ups  are  more  than  just 
images  on  a  screen.  They  are  three- 
dimensional  moving  pictures  con- 
stantly adjusted  as  you  "move" 
through  a  scene  by  turning  your 
head  or  moving  your  hand  or  body. 

There  are  a  lot  of  practical  appli- 
cations. For  example,  you  could 
move  a  simulated  scalpel  through  a 
patient's  simulated  body.  You  could 
also  manipulate  a  real,  microscopic 
instrument  by  manipulating  a  large- 
scale  simulation,  or  you  could  con- 
trol a  distant  spacecraft  or  undersea 
robot  while  you're  sitting  safely  on 
the  ground.  You  can  also  design 
things — buildings,  cars,  hydraulic 
piping — without  worrying  about  di- 
mensions or  the  problems  of  poking 
around  inside  a  nuclear  power 
plant.  Or  you  can  fit  protein  mole- 
cules together  to  construct  a  drug. 

VPL  Research  already  has  500  cus- 
tomers, most  of  them  in  research 
but  some  in  such  areas  as  auto  and 
aircraft  design,  medicine  and  even 
consumer  marketing.  This  last  is  a 
simulated  kitchen  planned  by  Mat- 
sushita to  market  its  appliances: 
Consumers  can  bring  their  own 
apartment  layout  to  a  virtual  reality 
showroom,  and  select  and  position 
virtual  appliances  in  their  virtual 
kitchens  before  buying. 

vpl's  products  include  the  Eye- 
Phone  (a  headset  through  which 
you  "see"  and  "hear"  virtual  reali- 
ty), DataGlove  (which  you  wear  so 
that  the  computer  can  pick  up  your 
gestures),  and  RB2  (Reality  Built  for 
2,  the  software  that  generates  the 
proper  signals  from  the  model).  The 
gadgets    and    software    cost    about 


$50,000.  The  computer,  usually 
from  Silicon  Graphics  or  dec,  could 
run  another  $100,000. 

Where  does  the  model  come 
from?  Usually  it's  a  set  of  engineer- 
ing descriptions.  The  computer 
power  is  necessary  to  transform  the 
model  into  the  proper  light  signals 
for  any  given  simulated  location 
and  angle  the  user  might  assume. 
But  building  these  models  is  tough, 
and  until  it's  easier  virtual  reality 
can't  take  off. 

Thus  two  changes  are  needed: 
Virtual  reality  needs  to  become 
cheaper  and  more  convenient,  obvi- 
ously, but  it  also  needs  to  hand  over 
more  power  to  the  user.  That  is, 
skilled  programmers  can  now  create 
virtual  reality  for  designers  and  oth- 
er industrial  users  (or  wealthy  con- 
sumers) to  work  in  and  manipulate. 
But  the  real  power  of  virtual  reality 
will  come  when  users  can  build 
their  own  systems.  It's  just  like  the 
difference  between  using  a  financial 
planning  language  before  the  days  of 
spreadsheets  (do  you  know  anyone 
who  did?)  and  using  an  end-user 
software  tool  such  as  1-2-3.  Once  I- 
2-3  made  financial  analysis  plan- 
ning software  accessible  to  normal 
folks,  the  mass  market  followed — 
budget  analysts,  M.B.A.s,  business- 
owners  and  the  like. 

Thus,  most  people  are  focusing 
on  the  wrong  part  of  the  virtual  real- 
ity concept.  It's  not  the  ability  to 
put  the  person  into  a  3D  virtual 
world  that's  so  important;  in  fact,  in 
many  cases  you  can  get  the  same 
knowledge,  albeit  less  vividly,  look- 
ing at  a  two-dimensional  screen. 
Rather,  the  real  benefit  is  going  to 
be  the  user's  ability  to  create  those 
worlds  easily,  using  a  set  of  "virtual 
programming  language"  tools  that 
VPL  Research  is  working  on. 

The  excitement  of  this  technol- 
ogy lies  in  the  power  it  will  ulti- 
mately give  to  users  to  design 
things — real  or  simulated — the 
same  way  spreadsheets  let  users 
build  business  models.  But  none  of 
this  guarantees  that  the  pioneers  in 
the  business  will  make  the  most 
money  out  of  it.  ■ 
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NEW  WIZARD 

SOFTWARE 

LETS  YOU  DO  MORE 

THAN  IS 
HUMANLY  POSSIBLE. 


TIME/EXPENSE 
MANAGER 


BOX  JOCKEY 
GAME  CARD 


SLANGUAGE 
TRANSLATOR 


THESAURUS 
DICTIONARY 


The  Wizard  electronic  organizer  from  Sharp  never 
forgets  a  name.  Never  misses  a  date.  And  makes  short 
work  of  jobs  that  it's  only  human  to  postpone. 

And  with  a  growing  library  of  optional  software  cards,  it 
handles  tasks  most  people  find  difficult  or  impossible. 


visited.  It  can  track  your  expenses,  translate  eight  languages, 
and  help  you  manage  your  money.  It  can  even  play  games. 
There's  a  PC  Link  to  keep  your  Wizard  in  constant  touch 
with  IBM®  PC-compatible  or  Macintosh''  personal  computers. 
Yet  despite  all  this  power,  it's  humanly 
possible  to  master  Wizard  software  quickly. 
Because  these  new  programs  are  as  easy  to 
use  as  The  Wizard  itself. 

To  find  out  where  to  see  Wizard  software  in 
action,  call  1-800-321-8877, 
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Science  &  Technology 


By  David  Ctaurbnck 


Edited  bv  Gary  Slutsker 


What  makes  your  competitions  secret 
sauce  so  zesty^?  What  poisoned  the  wedding 
guests?  Whafs  the  formula  for  whiter  than 
white?  Hint:  You  need  a  powerful  sniffer. 

Have  nose, 
can  travel 
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Ikrh  Shiister  ofSbtister  Inc.  on  the  job 

Good  times  for  olfactory  Sherlock  Holmeses. 
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The  scene  was  a  supermarket  mana- 
ger's worst  nightmare  come  true:  A 
shopper  in  the  produce  section 
reaches  into  the  refrigerated  case  to 
pick  a  head  of  lettuce  and  discovers  to 
her  horror  an  empty  hypodermic  nee- 
dle. This  actually  happened  last  year 
at  a  grocery  store  near  Boston.  Within 
minutes,  the  store  was  cleared  and  the 
manager  was  on  the  phone  to  the  au- 
thorities. What  was  in  the  needle? 
Heroin?  Contaminated  blood? 

A  fast  answer  was  vital.  With  only  a 
trace  amount  of  the  mystery  sub- 
stance in  the  barrel  of  the  needle,  the 
lab  had  one  chance  to  guess  right  be- 
fore the  store  would  be  forced  to  trash 
all  its  produce.  The  store  called  in 
some  powerful  sniffers — not  the  ca- 
nine division,  but  a  local  testing  lab- 
oratory that  specializes  in  high-tech 
analysis  of  food  and  pharmaceutical 
products.  The  liquid  was  run  through 
a  chemical  analyzer  called  a  high- 
pressure  liquid  chromatograph  and 
turned  out  to  be  insulin. 

The  testing  lab  that  did  the  detec- 
tive work  is  Shuster  Inc.  of  Quincy, 
Mass.,  a  small  business  but  one  of  the 
larger  consumer  products  testers 
around.  These  are  good  times  for  pro- 
fessional sniffers  like  Shuster.  Be- 
tween the  environmentaliPto,  who 
have  frightened  concurrxcrs  into  pay- 
ing more  attention  to  what's  in  their 
food,  and  Congress,  which  keeps  pass- 
ing tougher  product  labeling  laws,  the 
testers  have  more  business  than  they 
can  handle.  Among  the  public  compa- 
nies that  benefit  from  the  demand  for 
analysis  of  consumer  products  are  In- 
ternational Flavors  &  Fragrances, 
which  analyzes  and  manufactures  fla- 
vors and  perfumes;  and  Hewlett-Pack- 
ard and  Perkin-Elmer,  which  make 
instruments  for  chemical  analysis. 

Unlike  Underwriters  Laboratories 
Inc.,  which  tests  toasters  and  exten- 
sion cords,  firms  like  Shuster  special- 
ize in  the  kinds  of  things  you  find  in 
supermarkets:  food,  soaps,  cosmetics 
and  household  chemicals.  Shuster 
tests  and  in  many  cases  does  product 
development  on  everything  from 
house-brand  green  beans  and  window 
cleaners  to  sanitary  napkins  and  sun- 
screen— for  clients  seeking  some  as- 
surance that  their  products  work  as 
advertised,  are  cost  competitive  and 
won't  kill  people  if  misused.  Since 
name-brand  consumer  products  firms 
spend  so  much  money  on  marketing, 
they  frequently  farm  out  research 
work  to  outsiders  like  Shuster. 

For  example,  Shuster  sniffs,  tastes 
and  tests  salad  dressing,  spaghetti 
sauce,    popcorn    and    lemonade    for 
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Newman's  Own  Inc.,  the  alms-giving 
company  founded  by  actor  Paul  New- 
man and  author  A.E.  Hotchner.  Ursu- 
la Hotchner,  vice  president  of  New- 
man's Own,  used  to  be  in  charge  of 
quality  control  but,  she  explains,  "I 
got  sick  of  tasting  salad  dressing  all 
day."  Shuster  now  does  everything 
from  expiration  date  calculation  to 
taste  tests  of  new  products  by  judges 
with  overdeveloped  taste  buds. 

How  do  you  know  how  to  date  cere- 
als or  vitamins?  Shuster  leaves  them 
in  climatically  controlled  rooms  and 
then  periodically  tests  them  in  the 
labs  before  turning  them  over  to  the 
tasters  to  see  if  any  flavor  has  been 
lost  or  changed.  True,  it  doesn't  take 
an  olfactory  Sherlock  Holmes  to  sniff 
out  the  telltale  stench  of  rancid  food, 
but  Shuster  uses  heat  and  humidity  to 
compress  time  and  accelerate  the 
breakdown  of  products,  establishing 
when  an  over-the-counter  medicine 
will  lose  its  potency,  or  a  box  of  cereal 
turn  stale. 

Shuster's  microbiology  lab  was 
called  into  a  Boston  hotel  three  years 
ago  after  at  least  six  guests  at  a  wed- 
ding reception  became  deathly  ill  and 
had  to  be  hospitalized.  Shuster's  de- 
jvectives  deduced  which  common 
menu  item  was  eaten  by  the  sick  par- 
tyers  and  traced  the  problem  to  im- 
properly chilled  custard,  a  veritable 
petri  dish  for  bacteria. 

The  company  was  founded  35  years 
ago  on  $1,542  in  a  two-room  office  in 
Boston  by  a  former  mit  professor  of 
food  technology,  Herbert  Shuster, 
now  66.  Shuster  may  be  personally 
embarrassed  at  his  habit  of  sniffing 
food  before  he  eats  it,  but  the  habit 
has  served  him  well.  Today  his  pri- 
vately held  firm  has  110  employees 
and  is  profitable  on  sales  of  maybe  $10 
million.  On  any  given  day  Shuster 
scientists  can  be  found  testing  every- 
thing from  mouthwash  to  carpet 
cleaners  and  even  condoms. 

Shuster  built  his  business  by  re- 
verse engineering  big-name  consumer 
products  for  supermarket  and  drug- 
store chains  that  wanted  house 
brands.  In  a  lab  just  beyond  where  a 
woman  is  squeezing  plastic  packets  of 
Newman's  Own  Salad  Dressing  to 
check  for  leaks,  an  Asian  man  in  a 
white  lab  coat  is  scooping  bright  yel- 
low dollops  of  mustard  out  of  three 
king-size  jars. 

"Our  client  wants  to  know  how  his 
competition  is  able  to  underprice 
him,"  says  the  man  in  the  coat.  Ken 
Iwamoto,  manager  of  the  product  de- 
velopment laboratories.  By  looking 
for  differences  in  color  and  texture, 
Iwamoto  is  able  to  tell  if  the  competi- 
tor is  using  high-  or  low-grade  mus- 
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tard  seeds.  High-grade  mustard  is 
bright  yellow.  Inferior  grades  are 
greenish  yellow.  Iwamoto  also  tastes 
the  mustard  to  see  if  any  spices  have 
been  skimped  on.  "The  competition 
doesn't  grind  their  seeds  very  fine," 
says  Iwamoto.  "Coarse  ground  mus- 
tard is  cheaper." 

In  the  world  of  house-brand  con- 
sumer marketing,  one  golden  rule  is 
never  try  to  improve  on  a  winning 
name  brand.  That  means  that  if  you 
want  to  sell  a  window  cleaner,  forget 
about  researching  which  color  has  the 
most  customer  appeal — Windex  blue 
is  the  color  consumers  like.  Shuster's 
scientists  go  ahead  and  make  a  blue 
window  cleaner  that  is  cheaper  than 
Windex,  then  let  the  market  leader  do 
all  the  advertising. 

When  it  comes  to  finding  new  cli- 
ents. Herb  Shuster  has  a  lot  of  help 
from  Washington.  "Congress  most 
definitely  creates  business  for  us,"  he 
says.  Take  the  recent  push  in  Con- 


Dog  food  sniffers  (top)  wear  dark  glasses 
to  avoid  visual  bias-  a  panel  ranks 
brands  of  used  kitty  litter  (above) 

gress  for  stricter  product  labeling  reg- 
ulations. In  mid-July  the  Food  &.  Drug 
Administration,  anticipating  pressure 
from  Congress,  drafted  new  rules  for 
nutritional  labeling  of  processed 
foods.  Says  Shuster:  "The  proposed 
regulations  were  printed  on  Friday, 
arrived  here  on  Saturday,  and  by  Mon- 
day our  clients  were  ringing  the 
phones  off  the  hook."   ■ 


Shuster  executives  analyzing  shaving  creams 
Don't  improve  on  a  name  brand.  Just  copy  it. 
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Insights 


Commentary  by  Michael  Gianturco 


With  the  carnage  in  the  broad  mar- 
ket, many  investors  in  science  and 
technology  stocks  have  been  v^^on- 
dering  how  lov^  this  sensitive  group 
can  go.  The  Dow  dropped  16%  from 
mid-July  levels,  but  the  Pacific 
Stock  Exchange  Technology  index, 
which  shows  us  a  clearer  picture  of 
these  stocks,  fell  27%. 

In  biotechnology,  headlines  dev- 
astated the  stock  of  Cetus  Corp.,  the 
granddaddy  of  the  industry.  An  fda 
review  committee  did  not  approve 
Cetus'  interleukin-2  for  the  treat- 
ment of  kidney  cancer  in  the  U.S. 
Then  the  company's  president  quit, 
and  a  huge  36 1.5  million  loss  was 
reported.  By  late  August  the  stock 
was  trading  at  about  $7,  or  roughly 
one-third  of  its  value  six  weeks  ear- 
lier. Yet  the  bad  news  from  Cetus 
has  masked  a  good  show  of  strength 
from  the  other  biotech  stocks. 

The  table  suggests  how  the  group 
has  been  faring  lately.  These  top- 
performing  biotech  stocks  are 
ranked  in  order  of  their  stock  mar- 
ket price  changes  over  the  last  six 
weeks.  Certainly  the  biotechnology 
group  retreated  along  with  the 
broad  market.  But,  the  biotech 
stock  leader,  Amgen,  is  trading  at  a 
level  that  is  up  10%  from  its  value 
at  midsummer,  just  before  the 
slump  began.  Compared  with  the 
other  technology  industry  stock 
groups,  the  biotechs  have  held  their 
value  remarkably  well. 

As  the  market  begins  to  come 
back,  biotech  stocks  will  be  among 
the  first  to  recover.  Why?  What's 
behind  this  new  strength? 

Some  of  the  economic  currents 
induced  by  the  oil  crisis  actually 
affect  the  biotech  group  in  a  positive 
way.  Inflationary  forces  weaken  the 
dollar,  and  a  weak  dollar  always 
gives  the  pharmaceuticals  a  lift. 
Biotech  stocks  are  closely  aligned 
with  pharmaceutical  stocks  and 
share  in  their  price  swings. 

But  '.here  is  a  much  stronger  force 
driving  S'otechnology  this  summer. 


Michael  Gianturco  is  president  of  The 
Princeton  /Portfolios,  a  New  Jersey  asset 
management  firm,  and  edits  The  Top  Ten, 
its  weekly  computerized  newsletter  on 
investments  in  science  and  technology. 


BULLISH  ON  BIOTECH 


David  Webber,  who  follows  the 
group  for  Alex.  Brown  &.  Sons,  ex- 
plains: "The  driving  force  is  prod- 
ucts. Lots  of  products." 

Consider  that  it  has  now  been 
roughly  ten  years  since  the  biotech- 
nology   industry    first    began    to 


Biotechnology  survives 


As  a  group,  technology  stocks  fell 
27%  from  mid-July  levels.  The 
biotechnology  stocks  lost  least 
and  will  probably  recover  first. 


Company 


Six-week 
change 


Recent 
price 


Amgen  (o) 


+  10% 


45 


Genentech  (N) 


26 


Chiron  (o) 


-12 


35 


Biogen  (o) 


-12 


22 


Life  Tech  (o) 


-16 


16 


Synergen  (o) 


-17 


10 


Centocoi  (o) 


-18 


37 


Genzyme  (o) 


-18 


Diagnostic  Prod  (N)       -19 


35 


Cytogen  (o) 


-21 


N:  NYSE. 


emerge  as  publicly  held  companies. 
Many  of  them  did  not  hesitate  to 
raise  investors'  expectations  by 
hyping  drugs  that  were  years  away 
from  the  market.  The  sad  lesson  for 
these  companies  and  investors  who 
bought  their  shares  is  that  there  can 
be  a  very  long  wait  between  a  press 
release  and  a  product  release. 

Over  the  span  of  the  entire  past 
decade,  only  seven  distinct  and 
highly  significant  products  were 
brought  to  realization  by  the  fledg- 
ling industry.  The  first  three  came 
out  of  Genentech  between  1982  and 
1986:  insulin,  which  is  licensed  to 
Eli  Lilly;  human  growth  hormone, 
which  Genentech  kept;  and  an  im- 
mune stimulator,  alpha  interferon, 
which  was  licensed  to  Hoffmann-La 
Roche.    (An   alpha   interferon  was 


also  developed  at  Biogen,  and  li- 
censed to  Schering-Plough.) 

In  1986  Chiron's  hepatitis-B  vac- 
cine came  on  the  market.  Merck 
makes  it  under  license.  In  the  same 
year  Johnson  &.  Johnson's  Ortho 
Pharmaceuticals  introduced  okt-3, 
a  drug  which  helps  prevent  kidney 
transplant  rejection. 

In  1987  Genentech  brought  out 
its  tissue  plasminogen  activator 
(tpa),  which  can  be  used  to  dissolve 
blood  clots,  most  notably  in  heart 
attack  patients.  Finally,  in  1989, 
Amgen  began  selling  its  Epogen 
brand  of  erythropoietin,  an  anti- 
anemia  drug.  In  the  aggregate, 
worldwide  sales  of  these  seven 
major  products  are  generating  $1.25 
billion  annually. 

But  now,  in  1990  and  1991,  eight 
more  major  products  are  imminent. 
In  just  one  year  we  should  see  as 
many  new  drugs  and  tests  come  to 
market  as  the  entire  industry 
launched  in  the  past  decade.  Al- 
ready this  year  the  Food  &.  Drug 
Administration  has  approved  a 
promising  blood-test  kit  for  hepati- 
tis-C  from  Chiron. 

Other  significant  new  biotechnol- 
ogy products  that  are  due  to  hit  the 
market  soon  will  come  from  Gen- 
zyme, Amgen,  Schering-Plough, 
Baxter  International  (using  technol- 
ogy from  Genetics  Institute),  Miles 
Laboratories  (using  technology  from 
Genentech),  Centocor  and  Xoma. 

Real  revenues  from  products  now 
being  shipped  already  are  making  an 
important  impact  on  earnings  for 
some  biotechs.  For  example,  the 
hepatitis-C  test  from  Chiron  was 
approved  in  May,  and  Chiron's 
earnings  report  for  June  showed  its 
first-ever  profit  based  on  product 
revenue.  Biogen  shows  substantial 
royalty  revenue  from  its  hepatitis-B 
vaccine  patents.  And  for  the  quarter 
ended  in  June,  Amgen  earned  29 
cents  a  share,  versus  2  cents  a  share 
in  the  same  quarter  last  year. 

As  a  group,  the  biotechnology 
companies  are  becoming  real.  They 
are  making  fewer  promises  and  sell- 
ing more  products.  Amgen  is  the 
conservative  pick.  It  has  had  a  long 
runup,  but  I  would  buy  it  on  market 
dips;  it  is  quick  to  rebound.  ■ 
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Our  reputation  as  Americas  most  popular  copier  is  taking  a  new  direction.The  NP9800. 

A  high-volume  copying  system  with  walk-up  convenience,  the  NP9800  has  the  power  to  improve  the 
productivity  of  your  staff  as  well  as  your  business. 

Consider  its  credentials.  A  speed  of  83  copies  per  minute  combined  with  an  impressive  5,100  sheet  pas 
capacity— the  largest  in  the  industry  Fast  document  handling  and  finishing  capabilities.  Advanced  copyin;:,]; 


fO  1990  Canon  USA,  Inc. 
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:tions.  And  an  innovative  design  that  makes  llie  N'P9800  easy  u,  u sv. 
le !  If  you  re  looking  for  a  system  that  can  handle  your  biggest  copying  probicms. 


■J! 


at  the  NP9800  as  your  solution. 
For  more  information  on  the  powerful  Canon  NP9800,call  1-800-OK-CANON. 
vrite,Canon  USA,  Inc.,  RO.  Box  3900,  Peoria,  IL  61614. 


Canon 


Personal  Affairs 


Edited  by  William  G.  Ffanagan 


Thinking  of  using  Prodigy?  Our  reviewer 
rates  it  high  on  buying  services,  conve- 
nience and  cost,  but  would  like  a  lot  more 
news  and  information  for  grown-ups. 

Two  and  a  half 
cheers  for  Prodigy 


I  HAVE  GOT  TO  hand  it  to  the  guys 
who  are  developing  Prodigy,  but 
I've  got  a  few  bones  to  pick,  too. 
Prodigy  is  the  databank-cum-ads  ser- 
vice introduced  by  ibm  and  Sears  in 
October  1988. 

By  linking  home  computers  to 
Prodigy  over  local  phone  lines,  the 
idea  was  to  give  customers  a  cheap 
world  of  information  at  their  finger- 
tips, as  well  as  an  easy, 
fast  way  to  buy  almost 
any  product  or  service. 

To  a  remarkable  de- 
gree, it  works.  You  can 
shop  for  a  car,  buy  air- 
line tickets,  stocks  and 
mutual  funds,  send  and 
receive  electronic  mail 
nationally,  read  the 
news,  check  the  local 
weather,  get  the  latest 
ball  scores,  and  a  great 
deal  more,  all  from 
your  own  pc. 

I  had  strong  doubts 
about  Prodigy,  based 
on  what  had  happened 
with  other  videotex  ef- 
forts. And  I  was  admit- 
tedly spooked  by  the  electronics. 
Would  enough  people  even  be  able  to 
hook  it  up; 

But  this  spring  I  was  dragged  kick- 
ing and  screaming  into  the  Nineties 
by  my  spouse.  After  she  insisted  we 
buy  a  new  computer  so  she  could  run 
her  Lotus  spreadsheets,  I  figured  I'd 
give  Prodigy  a  try.  They  were  running 
a  special  (they  always  seem  to  be  run- 
ning a  special)  on  the  Prodigy  system 
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Prodig})  offices, 
White  Plains,  NY. 


in  the  Computer  Store,  in  midtown 
Manhattan.  Price:  $99  for  the  modem 
and  software  you  need  to  tie  your 
computer  to  Prodigy.  An  added  bonus: 
three  months'  free  service. 

A  welcome  surprise:  The  modem 
and  the  software  were  easy  enough  for 
even  klutzy  me  to  install,  after  mak- 
ing only  two  calls  to  the  Prodigy  ser- 
vice department. 

Today,  after  I've 
been  on-line  a  few 
months,  my  friends 
will  tell  you  I  am  a  bore 
on  the  subject  of  Prodi- 
gy's merits  and  poten- 
tial. But  it  isn't  perfect. 
Herewith  an  appraisal: 
User  friendliness. 
You  set  up  your  own 
menu  of  categories  of 
information  and  ser- 
vices you  think  you 
will  want  to  see  most. 
So,  for  example,  when- 
ever I  log  on  with  Prod- 
igy, I  get,  in  order, 
headline  news,  busi- 
ness news,  industry 
news,  stock  market  up- 
dates, sports  scores  and  information, 
consumer  news,  my  horoscope,  the 
local  weather,  and  people  news.  All 
updated  often. 

But  you  can  switch  around  to  any 
category  you  wish — from  headline 
news,  say,  to  your  horoscope — by  hit- 
ting the  Jump  button.  Basically  the 
system  is  child's  play  to  use.  Indeed, 
kids  are  eagerly  wooed  as  customers. 
And  later  this  month  Prodigy  will 


welcome  students  back  to  school  by 
making  available,  on-line,  the  9-mil- 
lion-word  Grolier's  American  'Academ- 
ic Encyclopedia  at  no  extra  cost. 

The  graphics  of  the  system  are  a  bit 
stiff,  and  not  very  dazzling.  And  the 
speed  is  sometimes  annoying.  But  im- 
provements are  said  to  be  on  the  way. 
Grade:  B. 

Cost.  After  you  buy  the  initial  hard- 
ware, your  service  cost  runs  just  $9.95 
a  month,  no  matter  how  often  or  how 
long  you  access  the  system.  Of  course, 
there  are  also  the  local  (not  long-dis- 
tance) telephone  line  charges.  If,  like 
most  phone  customers,  you  can  have 
untimed  local  service,  that  means  it 
will  cost  you  about  10  cents  or  less 
every  time  you  dial  Prodigy,  no  mat- 
ter how  long  you  are  on-line.  That's 
astonishingly  cheap  compared  with 
similar  services. 

For  example,  information  data- 
banks such  as  CompuServe,  Nexis  or 
Dow-Jones  News  Retrieval  can  cost 
hundreds,  even  thousands,  of  dollars  a 
month  for  active  users,  because  of 
much  higher  line  charges  and  fees.  Of 
course.  Prodigy  doesn't  offer  their  so- 
phisticated databases,  either. 

How  can  the  Prodigy  service  be  so 
cheap?  As  with  television,  newspa- 
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pers  and  magazines,  thank  the  adver- 
tisers. Prodigy  now  has  200  advertis- 
ers, each  paying  between  $10,000  and 
$80,000  per  year  (depending  on  the 
ads'  complexity)  to  tout  their  wares 
across  your  computer  screen.  Vendors 
also  pay  a  portion  of  their  sales,  esti- 
mated at  4%  to  6%,  back  to  Prodigy, 
similar  to  the  commissions  credit 
card  companies  charge.  Says  vendor 
Peter  MacMurray,  owner  of  pc  Flow- 
ers in  Manassas,  Va.,  "After  only  six 
months  of  being  on  Prodigy,  we've 
become  one  of  ftd's  top-selling 
stores.  We're  very,  very  pleased  with 
it."  Grade:  A. 

Buying  services.  The  array  of  goods 
and  services  you  can  buy  through 
Prodigy  is  bewildering — from  cars  to 
cruises  to  Levis  to  stocks  to  books. 

The  convenience  of  being  able  to 
place  a  grocery  order,  take  care  of  your 
banking,  browse  a  Spiegel  catalog, 
check  out  a  flight  schedule  and  make 
plane  reservations,  send  flowers  or 
buy  office  equipment,  all  with  a  fev/ 
keystrokes,  is  unexcelled.  To  date 
there  are  well  over  800  services  avail- 
able, and  60  more  are  in  development. 

To  help  you  with  all  those  buying 
decisions,  there  are  ads,  of  course. 
They  are  constantly  splashed  across 


the  bottom  of  your  screen.  Want  to 
know  more  about  a  product  or  ser- 
vice? Just  hit  a  button.  (You  can  even 
check  recent  issues  of  Consumer  Re- 
ports. ]  Grade:  A. 

Investor  services.  Using  Prodigy, 
investors  can  buy  and  sell  stocks, 
bonds,  load  and  no-load  mutual  funds, 
options,  etc.,  through  a  discount  bro- 
ker owned  by  Donaldson,  Lufkin  &. 
Jenrette.  Other  full-service  and  dis- 
count brokers  also  advertise.  You  also 
get  partial  access  to  the  much  more 
expansive,  and  expensive,  Dow-Jones 
Retrieval  System,  including  quotes  on 
virtually  all  listed  stocks  and  bonds 
(15-minute  delay),  reports  of  compa- 
nies in  the  news,  investor  advice,  etc. 
You  can  program  up  to  30  stocks, 
bonds  or  funds  so  you  get  those  quotes 
at  the  touch  of  a  button.  You  can  even 
ask  other  Prodigy  users  for  stock  tips 
or  financial  advice  via  the  interactive 
bulletin  board.  Soon  you  will  be  able 
to  browse  research  reports  on  individ- 
ual companies,  courtesy  of  Donald- 
son, Lufkin  &.  Jenrette. 

Still,  I'd  like  more  research  reports, 
more  financial  articles,  better  finan- 
cial columnists  and  more  sophisticat- 
ed investment  data  banks.  Grade:  B. 

Reliability  and  Prodigy  service.  Not 


as  good  as  I  expected.  There  have  been 
unexplained  interruptions  and  diffi- 
culties in  getting  on-line.  And  the  so- 
called  toll-free  800  service  number 
only  directs  you  to  a  toll-call  number 
in  White  Plains,  N.Y.,  Prodigy's 
home.  Grade:  C. 

General  news  service.  This  is  where 
the  system  needs  the  most  help,  in 
my  view.  The  news  offered  is  too  lit- 
tle, too  late,  and  is  left  on  the  screen 
too  long.  This  service  should  be  up- 
dated more  frequently,  and  there 
should  be  more  news  offered,  with 
more  informative  graphics  (such  as 
the  recent  maps  of  the  Middle  East, 
which  were  excellent). 

And  why  can't  we  get  top  colum- 
nists, even  a  day  late?  Or  political  and 
other  cartoons?  Suggestion:  Al  Neu- 
harth,  who  started  USA  Today,  doesn't 
seem  to  be  doing  much  these  days. 
Perhaps  Prodigy  should  hire  him  to 
figure  out  ways  of  cramming  more 
information,  in  pictures  and  words, 
onto  the  screen. 

More  should  be  made  of  the  Prodigy 
polls.  Late  last  month,  for  example, 
Prodigy  polled  subscribers  on  two 
issues: 

1.  Do  you  support  Bush's  deploy- 
ment of  troops  in  the  Mideast? 
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2.  Did  gas  prices  go  up  at  your  local 
gas  station? 

In  all,  15,000  users  responded — a 
much  greater  number  of  respondents 
than  most  news  polls  get.  Yet  news 
organizations  didn't  cite  it.  Grade:  D. 

Only  eight  months  after  it  was 
launched  in  1988,  Prodigy  had  already 
signed  on  65,000  households  in  13 
markets.  Forbes  then  questioned 
chairmen  Edward  Brennan  of  Sears 
and  John  Akers  of  ibm  about  Prodigy's 
future.  Against  all  the  skeptics,  Akers 
and  Brennan  were  confident  of  its  suc- 
cess. It  looks  like  they  were  right. 


Today,  less  than  two  years  since  start- 
up, there  are  455,000  Prodigy  mem- 
bers, in  260,000  households.  The 
company  says  revenues  per  user  have 
been  growing  10%  to  15%  a  month, 
and  it  expects  to  be  profitable  in  the 
early  Nineties. 

The  potential  audience  is  awesome. 
Today,  there  are  26  million  house- 
holds with  computers.  Of  that  num- 
ber, 10  million  have  computer  sys- 
tems (iBMS  and  compatibles,  and  Ap- 
ple Macintoshes)  that  can  tie  into 
Prodigy,  (ibm's  new  $999  PS  I  comes 
with   Prodigy  built   in.)   As  of  this 


month.  Prodigy  is  available  every- 
where in  the  continental  U.S.,  and 
90%  of  customers  can  access  the  ser- 
vice with  a  local  phone  call. 

It  would  seem  Prodigy  can't  miss. 
But  its  executives  have  the  chance  to 
create  a  first-class  news  and  informa- 
tion service,  as  well  as  a  dandy  shop- 
ping service. 

And,  editorial  consultants  will  tell 
you,  the  better  the  news  and  informa- 
tion, the  better  the  quality  of  the  sub- 
scriber, and  the  more  time  he  or  she 
will  spend  with  the  system. 

— W.G.F.  with  Evan  McGlinn 


^^«j  Collectors 


There  is  probably  more  fake  scrimshaw 
floating  around  than  there  are  genuine 
pieces,  but  former  IBM  chief  Thomas  Wat- 
son fr.  gets  a  kick  from  collecting  both. 

Toothsome 
opportunities 


Dean  Abram.w)n 


By  Christie  Brown 
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Thomas  Watson  Jr.  at  home  with  some  of  his  scrimshaw 

Conunissioned.  a  carving  when  brother  Arthur  became  €unbassador. 


HAT  DOES  Thomas  Watson 
r.  have  in  common  with 
19th-century  whaling  men? 
A  love  of  challenges.  And  scrimshaw. 

Over  the  last  30  years,  during  which 
he  also  ran  ibm  (1956  to  1971)  and 
served  as  ambassador  to  Russia  (1979 
to  1981),  Watson  has  amassed  one  of 
the  finest  scrimshaw  collections  in 
the  country.  It  includes  200  intricate- 
ly carved  pieces,  all  made  of  whale- 
bone by  American  whalers.  The 
pieces  include  walking  canes,  ink- 
wells, pie  crimpers  and  corset  busks, 
as  well  as  carved  teeth. 

The  collection,  which  he  thinks  is 
worth  about  $250,000,  is  scattered 
throughout  his  homes  in  Greenwich, 
Conn,  and  North  Haven  Island,  Me. 
An  avid  sailor,  Watson  also  plans  to 
put  some  pieces  on  the  new  boat  he  is 
getting  next  March,  a  75 -foot  Hood 
sloop.  An  energetic  76,  Watson  not 
only  still  sails,  he  also  flies  helicop- 
ters and  stunt  planes  (see  box,  p.  219). 

Scrimshaw  flourished  during  the 
heyday  of  American  whaling,  1820- 
70.  Hunting  voyages  often  lasted  sev- 
eral years,  and  months  could  go  by 
with  no  whale  in  sight.  To  pass  their 
idle  hours,  sailors  made  scrimshaw — 
carving  bones  and  teeth  into  decora- 
tive or  household  objects.  There  was 
usually  plenty  of  raw  material:  Whal- 
ers dragged  the  head  on  deck  to  tap 
the  most  valuable  oil,  found  in  the 
whale's  brain.  The  leftover  teeth  and 
jawbone,  which  had  no  market  value, 
were  picked  up  for  carving. 

Few  whalemen  were  natural  artists, 
but  plenty  were  adept  with  a  jack- 
knife  or  sailing  needle.  Little  else  was 
needed  for  scrimshaw.  After  filing  and 
polishing  a  whale  tooth  smooth  with 
sharkskin,  the  "scrimshanders"  often 
chose  a  picture  to  copy  from  a  news- 
paper or  book.  They  dotted  out  scenes 
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Air  travel.  It's  fast.  It's  efficient.  And  it's 
become  one  of  today's  biggest  business  expenses, 
An  expense  that's  not  easily  controlled. 

That  is,  not  without  the  Air  Travel  Card. 
It's  the  corporate  air  travel  payment  system 
that  puts  the  corporation  in  control.  Over  costs. 
Over  usage.  Over  and  above  any  other  system. 
Period. 

Issued  by  30  domestic  and  international 
airlines  and  accepted  by  more  than  200  carriers 
worldwide,  the  Air  Travel  Card  is  the  airline's 

charge  card.  So  it  gives  your  people         „_  f,  ^.  .  ■«--«•*  Wk^M  ■  V  V 
instant  access  to  virtually  any  flight.     |  HE  ftlllAKI  E  JT  KUUTE 
There  are  no  annual  fees,  no  credit  qu  1.800-222-4688. 

limits  and  the  cards  themselves  can     OR  SEE  YOUR  TRAVEL  AGENT  OR  airline  representative, 


AIR  TRAVEL 
CARD 


be  coded,  restricted  or  simply  not  issued  at  all. 
Wliat's  more,  the  Air  Travel  Card  Payment 
System  provides  your  people  with  automatic 
air  travel  insurance  and  your  business  with 
consolidated  monthly  statements  for  all  air 
travel  on  all  airlines.  You  may  even  qualify  for 
customized  billing  that  can  save  you  costly 
reconciliation  time. 

So  take  control  of  your  air  travel  expenses. 
With  the  Air  Travel  Card  Payment  System.  No  mat- 
ter where  your  business  takes  you  or  your  people, 
it's  the  smartest  route  there.  To  find  out 
more,  call  1-800-222-4688.  (In  the  Dis- 
trict of  Columbia,  call  626-4224.)  Yom- 
corporate  control  tower  is'standing  by 
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The  next  time  an  InftnUi  Q45  passes  you 


'§^estancMng  still,  imagi\ 


^''x'm0^- 


when  it's  siOnamg  still. 


As  powerful  as  it  looks  on  the  road,  you  must  see  it  at  rest 
^  'J  gcL-Liiclfull  measure  of  this  performance  luxury  sedan.  Outside,  you  note 
H  he  absence  of  clutter.  (Cars  that  cut  through  the  wind  deteslxfutOMjjBB 
^  pside,  you  are  taken  by  an  abufidanqe  of  amenities  (automatic  driver's  seat     t 
jnd  steering  wheel  with  2-position  memory,  leather  trimmed  seats, 
^orld'class  Bose®  Audio  System  to  name  a  few).  ^^^^- 

And  then  you  start  the  278  horsepower,  45  liter;>  V8  engine. 
\.nd  sense  that  the  best  luxury  of  all  awaits  you  when  you  drive  it. 

To  find  out  more  about  or  test'drive  the  Infiniti  Q45    ^ 
"*  lerformance  luxury  sedan,  call  1'800'826'6500  for  the  name  of  your 
^  learest  Infiniti  dealer. 
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Wcishin^ton  crossiN}^  the  Ih'kitrcirc.  depicted  on  ci  lO-inch-kni^  irlxilc  luoth 
Loaned. from  Watson  to  the  Bruce  Museum,  Greenwich,  Conn. 


with  a  needle,  then  connected  the 
dots  into  lines.  The  lines  were  then 
colored  with  ink,  lampblack  or  tobac- 
co juice. 

Watson,  like  many  collectors,  finds 
particular  pleasure  in  the  stories  that 
many  carvings  tell.  Take  Watson's 
rarest  and  most  valuable  scrimshaw,  a 
pair  of  27-inch-long  walrus  tusks. 
One  is  inscribed  "Jas.  A.  Norton,  his 
record  kept  aboard  the  ship  Eliza  Ad- 
ams of  Fairhaven  (Mass).  Nov.  25, 
1835-July  1838."  Carved  across  both 
tusks  in  great  detail  are  14  harpooned 
whales,  the  dates  and  locations  where 
they  were  taken,  the  amount  of  whale 
oil  rendered  by  each.  There  is  also  a 
sketch  of  Quito,  Ecuador,  where  the 
boat  made  a  landfall.  At  the  end  is 
written  "Love  to  my  Mary." 

If  Norton's  scrimshaw  diary  is  Wat- 
son's rarest  piece,  his  favorite  is  a  6- 
inch-high  sperm  whale  tooth.  One 
side  shows  two  ships  at  war  (probably 
French  and  English).  "Turn  it  over," 
Watson  laughs.  "On  the  other  side, 
they've  blown  each  other  up." 

Watson  came  upon  scrimshaw  for 
the  first  time  in  the  early  1960s.  Or  at 
least  he  thought  he  did.  Fie  bought 
three  whale  teeth  for  $600  from  an 
antique  shop  in  Maine.  But  an  expert 
soon  clued  him  they  were  mid-20th- 
centur>'  copies,  not  19th-century  orig- 
inals as  the  dealer  had  said.  Most  col- 
lectors would  have  screamed  for  the 
dealer's  head;  not  Watson.  Fie  still 
liked  the  carvings,  modem  or  not,  but 
not  at  that  price.  Fie  struck  a  highly 
unusual  deal  with  the  naughty  dealer, 
which  allowed  Watson  to  cut  his  cost 
basis.  Fie  bought  all  the  fake  carvings 
the  dealer  had — 35  more  pieces — for 
only  $100  each.  Watson  still  has 
them,  and  they  are  now  worth  consid- 
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Pieces  were  seldom  signed. 


erably  more. 

While  most  scrimshaw  collectors 
consider  20th-century  scrimshaw 
akin  to  modem  copies  of  Old  Master 
paintings,  the  art  is  still  practiced  to- 
day. Probably  the  best-known  modern 
scrimshander  was  the  late  Milton 
Delano,  whom  Jackie  Kennedy  once 
commissioned  to  carve  the  Presiden- 
tial seal  onto  a  whale  tooth,  a  gift  to 
her  husband.  John  Kennedy  was  a 
scrimshaw  collector  and  liked  that 
piece  so  much  it  was  buried  with  him. 

Impressed  by  that  story,  in  1970 
Watson  himself  commissioned  Dela- 
no, who  lived  in  Fairhaven,  Mass.,  to 
etch  a  whale  tooth  for  his  younger 
brother  Arthur,  commemorating  his 
appointment      as      ambassador      to 


France.  Watson  also  enlisted  Delano 
to  hunt  out  antique  scrimshaw  for 
him.  "I  thought  I  had  better  latch  onto 
someone  who  really  knew  this  stuff," 
says  Watson. 

It  was  a  smart  move.  Watson  didn't 
have  the  time  or  the  experience  to 
avoid  getting  burned.  For  years,  Mil- 
ton Delano  found  objects  for  him,  and 
since  his  death  in  1988,  his  widow, 
Virginia  Delano,  has  taken  over  as 
Watson's  trusted  scout  for  scrim- 
shaw. Along  with  private  sales,  one  of 
Delano's  best  resources  is  Bourne's 
auction  house  in  Fiyannis,  Mass.,  not 
far  from  where  New  England's  whal- 
ers once  put  in. 

Watson  still  buys  fakes  sometimes. 
Purposefully.  Fie  likes  comparing 
them  with  the  real  pieces  he  owns.  "I 
bought  a  fake  piece  of  scrimshaw  just 
the  other  day  on  the  Ponte  Vecchio  in 
Florence,"  he  says  gleefully.  "They 
said  it  was  real,  but  I  knew  it  was 
made  out  of  denture  material."  Fie 
thought  his  denture  whale  tooth  an 
interesting  buy  for  $60. 

Scrimshaw  is  valued  by  size,  artist- 
ry and  condition.  A  good  whale  tooth 
with  a  fine  carving  can  cost  less  than 
$2,000.  Watson  has  rarely  spent  more 
than  that. 

Fiowever,  pieces  that  were  signed 
and  dated  by  sailors  have  always  com- 
manded a  high  premium.  Very  few 
real  pieces  were  actually  signed; 
many  fakes  are.  (Two  quick  give- 
aways to  plastic  fakes:  There's  no  nat- 
ural ivory  grain  and  the  root  of  the 
tooth  is  usually  too  smooth;  a  hot  pin 
will  pierce  plastic,  but  not  ivory.) 

One  of  the  best-known  scrimshaw 
artisans  was  Frederick  Myrick.  In  the 
late  1820s  Myrick  carved  and  signed 
about  25  teeth  portraying  his  ships. 
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Susan  and  Barclay.  A  "Si4san  tooth"  is 
now  one  of  the  most  sought-after 
scrimshaw  collectibles.  One  brought 
$44,000  last  year  at  Bourne's,  tying 
the  record  for  scrimshaw.  In  1982 
Sotheby's  had  hammered  down  an- 
other Susan  tooth  for  $44,000.  As 
you'd  expect,  fake  "Susans"  abound. 


Watson  likes  to  share  his  love  for 
scrimshaw.  His  collection  was  on 
loan  to  the  Bruce  Museum  in  Green- 
wich this  past  summer.  He  says  he  is 
still  unsure  about  what  will  happen  to 
the  collection  eventually. 

You  can  also  see  superior  scrim- 
shaw collections  at  the  Mystic  Sea- 


port Museum,  Mystic,  Conn.;  the 
Whaling  Museum,  New  Bedford, 
Mass.;  and  the  Kendall  Whaling  Mu- 
seum, Sharon,  Mass.  The  Kendall  also 
puts  out  a  monograph  entitled  Fake- 
sbaw,  a  checklist  to  help  collectors 
avoid  fakes.  At  $4,  the  book  is  well 
worth  its  cost.B 


Collecting  eicperiences 


W'  hen  his  doctors  advised  Tom 
Watson  Jr.  to  retire  from  ibm 
in  1971  after  he  suffered  a  heart 
attack  at  the  age  of  56,  "there  were 
so  many  things  I  wanted  to  do.  And 
I  have  been  doing  them  ever 
since,"  he  says.  Among  these 
things  was  flying  stunt  planes, 
which  Watson,  now  76,  took  up  six 
years  ago. 

Watson  has  been  an  avid  pilot 
since  he  was  in  his  teens.  In  his 
outstanding  autobiography.  Father, 
Son  &  Co.  (with  Peter  Petrc;  Ban- 
tam, $22.95),  Watson  describes 
how  his  World  War  II  service  as  a 
pilot  gave  him  the  self-confidence 
to  successfully  follow  his  dynamic 
father  into  ibm.  Watson  retook  to 
the  air  with  a  vengeance  when  he 
left  IBM,  logging  2,000  hours  in  the 
first  five  years  of  retirement  and 
another  15,000  since  then.  He  has 
plenty  of  aircraft  to  choose  from, 
with  a  personal  fleet  that  includes 
a  Learjet,  a  Breezy,  a  Twin  King 
Air,  a  Taylor  Cub,  and  a  Bell  Jet 
206  helicopter,  for  which  he  was 
licensed  at  age  65. 

But  his  pride  and  joy  is  his  stunt 
plane,  a  brand-new  red-and-cream 
Pitts  S2B.  The  high-tech  model, 
made  by  Christen  Industries, 
weighs  only  850  pounds  and  has  a 
260hp  engine.  Watson  has  perfect- 
ed a  stunt  show  featuring  inward 
loops  and  upside-down  flying.  And 
for  the  finale?  A  fly-by  where  he 
flashes  the  underside  of  the  wings, 
on  which  is  written  "Old  Boy." 

All  this  overhead  action  takes 
place  part  of  the  year  at  Watson's 
summer  home  on  North  Haven  Is- 
land, Me.  His  low  and  rambling 
home  is  situated  on  330  hilly  acres 
that  Watson  and  his  wife,  Olive, 
bought  in  1962.  The  air  fleet  is 
right  at  hand — a  grass  airstrip  runs 
up  from  the  sea  to  his  front  door. 

Watson  is  rarely  still  even  on  the 
ground.  He  rides  a  motorcycle 
around  the  property,  dodging  mou- 
flon  sheep.  He  also  tinkers  with 
antique  cars,  and  has  four  Ford 
Model  T's   dating  from    1914   to 


photographs  bv  Dean  Abramson 


ne  urencb-wielding  Watso>i  surrounded  hy  bis  airfJeet  and  Model  T  Fords 
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1926.  He  keeps  them  on  the  island  to 
teach  his  grandchildren  how  to  drive. 
When  Watson  first  retired,  his 
greatest  fear,  he  says,  was  being  "dead 
in  the  water."  But  before  long  he  was 
setting  sail.  Within  a  year  he  took 
Palawan,  his  60-foot  sloop,  to  New- 
foundland. That  trip  has  been  fol- 
lowed by  a  cruise  to  the  Arctic  Circle, 
a  solo  voyage  to  the  Caribbean  and 
crewed  voyages  around  Cape  Horn 
and  up  the  Hudson  Bay.  In  March  he's 
taking  delivery  of  his  seventh  boat 
named  Palaivan,  the  75-foot  fiber- 
glass-hood sloop.  Why  is  it  sloop- 
rigged?  "So  I  can  single-hand  it  when- 
ever I  want,"  says  Watson. — C.G.B. 
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Careers 


As  there  is  risk  in  every'  business  and  career 
decision,  so  is  there  risk  in  Hoi^g  Kongs 
future.  Yet  it  remains  fertile  ground  for 
Americans  seeking  their  fortunes 

Danger  and 
opportunity 


By  Andrew  Tanzer 


Fl  AR  REMOVED  from  Saddam 
Hussein's  Middle  Eastern  vio- 
lence, it  IS  business  as  usual  for 
the  American  expatriates  building 
their  fortunes  in  Hong  Kong.  Is  Bei- 
jing's communist  government  a 
threat  when  the  colony's  lease  expires 
in  1997  and  the  city-state  falls  under 
Chinese  sovereignty?  Maybe.  Will  a 
U.S.  recession  clobber  export  sales? 
Perhaps.  But  for  these  Americans 
such  are  the  everyday  risks  of  doing 
business  in  a  comer  of  the  world  that 
remains  committed  to  laissez-faire 
economics  and  the  pursuit  of  profits. 
As  Los  Angeles  native  Ira  Kaye,  72, 
who  achieved  great  wealth  running  a 
garment  trading  business  in  Hong 
Kong,  describes  his  adopted  turf: 
"This  is  the  only  place 
where  you  can  conceive  of 
an  idea  at  9  in  the  morn- 
ing, incorporate  by  noon 
and  make  your  first  profit 
by  6  p.m." 

Encouraging  Hong 

Kong's  growth  have  been 
booming  economies 

throughout  Asia,  and  the 
kind  of  tax  system  for 
which  supply-siders  hun- 
ger. Hong  Kong  levies  a 
flat  16.5%  corporate  tax,  a 
15%  individual  income 
tax,  and  no  tax  on  capital 
gains  or  dividends.  With  a 
minimal  colonial  govern- 
ment and  a  local  popula- 
tion composed  mainly  of 
refugees  from  China,  it's  a 
frontier  town  and  a  rela- 
tively open  society.  "Ev- 
erybody  is   a   foreigner," 


explains  Robert  Theleen,  a  successful 
American  venture  capitalist  in  Hong 
Kong.  "It's  the  only  place  in  Asia  you 
can  start  a  business  on  an  equal  basis 
with  a  local." 

We  look  at  three  American  busi- 
nessmen who  have  amassed  sizable 
fortunes  running  Hong  Kong  busi- 
nesses: one  in  hotels,  one  in  garments 
and  one  in  publishing.  None  pretends 
to  know  the  colony's  future  after 
1997.  But  all  say  they're  staying  put 
and  would  encourage  younger  entre- 
preneurs to  follow  their  lead. 

The  hotelier 

Today  Robert  Bums  owns  a  65% 
stake  in  Regent  International  Hotels, 
a  $350  million  (sales)  company  that 
operates  15  luxury  hotels,  comprising 
about  7,500  rooms,  around  the  world. 


Robert  Burns,  chairman  of  Regent  International  Hotels 
"Setting  up  a  company  here  w€is  lUce  rolling  off  a  log. 


As  a  teenager,  Bums  worked  in  th< 
laundry  room  of  two  New  Jerse) 
beach  resort  hotels;  while  a  student  a 
New  York  University  before  the  Kore 
an  War  he  worked  as  a  waiter  at  th( 
Waldorf-Astoria.  He  studied  bote 
management  after  the  war  at  Michi 
gan  State  University  business  admin 
istration  at  the  University  of  Michi 
gan,  and  then  went  to  work  in  the 
food  and  beverages  division  of  Shera 
ton  Hotels. 

In  1963,  in  his  30s,  Bums  quit  Sher 
aton  to  work  for  the  Kahala  Hilton  in 
Honolulu,  eventually  becoming  gen 
eral  manager  of  the  hotel.  Hawaii  was 
a  grand  place  from  which  to  look 
west.  Burns  quickly  realized  that  be 
cause  of  higher  occupancy  rates  am 
cheap  and  efficient  labor,  the  bote 
industry  was  more  lucrative  in  Asia 
"We  can  do  45%  to  55%  [of  revenues 
gross  operating  profits  in  most  cities 
in  Asia,"  he  says.  "In  the  U.S.  and 
Western  Europe,  30%  is  very  good." 

So  in  1970  Burns,  then  only  41  years 
old,  left  Hilton  and  Hawaii  and 
formed  Regent  in  Hong  Kong  with  an 
investment  of  $270,000  and  Japan's 
Tokyu  Group  as  his  partner  (the 
American  hotelier  bought  out  To 
kyu's  two-thirds  stake  in  1973).  Says 
Burns,  "Setting  up  a  company  here 
was  like  rolling  off  a  log." 

Regent  expanded  by  offering  the  up- 
per tier  of  business  travelers  quality 
service  and  luxurious,  spacious  rooms 
in  prime  locations  in  business  capi 
tals  such  as  Hong  Kong,  Bangkok,  Sin 
gapore  and  Sydney.  Running  out  of 
locations  in  Asia,  Burns  is  now  fol- 
lowing his  peripatetic  customers  into 
the  U.S.  and  Europe.  In  1992  he'll 
open  a  hotel  on  East  57th  Street  in 
Manhattan,  Regent  of  New  York, 
with  rooms  starting  at 
$400  a  night.  The  hotel 
will  be  owned  by  eie  Inter- 
national of  Japan  but  man- 
aged by  Regent.  This  year 
the  silver-haired  6 1 -year- 
old  will  open  his  first  Eu- 
ropean hotel,  in  the  fash- 
ion and  financial  center  of 
Milan,  and  is  planning  to 
move  into  London  and 
Brussels  as  well.  In  all. 
Bums  will  add  ten  hotels 
to  Regent's  stable  over  the 
next  few  years. 

The  mountain 
gear  man 

Beginning  in  the  1970s, 
rugged  outerwear  from 
companies  like  North 
Face  and  Sierra  Designs 
became  de  rigueur  week- 
end garb  for  young  Ameri- 
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Asia      Series 
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Anyone  contemplating  doing  business  in  Asia 
sliould  first  receive  a  little  wisdom. 


In  business,  knowledge  is  power. 
And  anyone  who  does  business  in 
the  Pacific  Rim  without  knowing  the 
culture  is  working  at  a  disadvantage. 
Which  is  why  Northwest  is  proud  to 
underwrite  the  four-part  public  tele- 
vision series  "Yue-Sai  Kan's  Doing 
Business  in  Asia."  It's  an  insider's 
guide  to  success  in  Japan,  Taiwan, 
Hong  Kong,  and  South  Korea.  You'll 
profit  from  the  Asian  experience  of 
companies  like  Coca-Cola,  Citibank, 
Estee  Lauder,  IBM  and  Ford.  And  of 
course,  you'll  benefit  from  the  insight 
Northwest  can  offer  after  more  than 
40  years  of  helping  people  do  business 
in  Asia.  Check  local  listings  for  date 
and  time  of  broadcast.  In  just  a  short 
while,  you'll  be  infinitely  wiser. 


NORTHWEST  AIRLINES 


can  professionals.  William  Simon, 
now  43,  was  there  to  capitalize  on  his 
generation's  whims. 

Simon,  a  native  of  Detroit,  co-owns 
and  runs  Odyssey  International  Ltd.,  a 
Hong  Kong-based  maker  of  sports- 
wear, skiwear,  outerwear,  tents, 
sleeping  bags  and  backpacks.  With  an- 
nual sales  of  around  $200  million,  Od- 
yssey sells  to  outdoors-oriented  firms 
like  L.L.  Bean,  Eddie  Bauer,  Lands' 
End  and  Fila. 

In  1972,  after  undergraduate  and 
graduate  studies  in  English  literature 
at  the  University  of  California,  Berke- 
ley, the  intense,  fast-talking  Simon 
cofounded  Snow  Lion,  a  backpacking 
and  mountaineering  equipment  com- 
pany. Before  long  he  began  traveling 
to  Asia  to  buy  duck  down  and  feathers 
for  the  company's  jackets.  In  1978 
Simon  left  the  firm  and  set  up  Odys- 
sey in  Hong  Kong  with  an 
investment  of  $200  and 
contracts  from  overseas 
customers. 

Simon  built  his  busi- 
ness by  convincing 
American,  European  and 
Japanese  suppliers  of 
high-quality  camping 

equipment  and  outerwear 
to  move  their  production 
to  cheap-labor  countries 
in  Asia.  Odyssey  started 
as  an  agent,  subcontract- 
ing production  to  factories 
in  Asia  for  overseas  cus- 
tomers. But  the  ambitious 
Simon  soon  acquired  his 
own  factories  (he  has  sev- 
en now)  and  moved  into 
design  and  manufactur- 
ing, to  assure  quality  and 
earn  higher  margins.  To- 
day Odyssey  designs  60% 
of  the  products  it  makes. 
To  strengthen  distribu- 
tion, Odyssey  two  years 
ago  bought  North  Face,  a 
$75  million  (sales)  Berke- 
ley-based down  jacket 
manufacturer,  for  $11 
million. 

Like  hotel  man  Bums, 
Simon  plans  to  continue 
operating  his  fiefdom 
from  Hong  Kong  while  ex- 
panding aggressively 
abroad.  Over  the  next  five 
years  Simon  plans  to  ac- 
quire or  build  about  20 
factories,  many  of  them  in 
the  U.S.,  to  be  near  cus- 
tomers and  to  avoid  im- 
port barriers.  In  order  to 
fund  this  breakneck  ex- 
pansion, in  June  he  raised 
$100  million  from  a  Japa- 


nese investor,  Victoria  Co.  Ltd.,  a 
sporting  goods  retailer,  diluting  his 
own  stake  in  Odyssey  from  86%  to 
just  under  40%  but  retaining  manage- 
ment control  for  five  years.  His  stake 
in  the  company  is  worth  around  $60 
million. 

Fears  of  the  communist  takeover  of 
Hong  Kong  in  1997  do  not  faze  Simon, 
who  says  he  wouldn't  think  of  mov- 
ing back  to  the  U.S.  "You  see  opportu- 
nities all  the  time  here  you  wouldn't 
see  in  the  U.S.,"  he  explains.  "This  is 
the  last  bastion  of  pure  capitalism  in 
the  world." 

The  publisher 

University  of  Nebraska  graduate 
Merle  Hinrichs,  48,  founded  Trade 
Media  Ltd.  in  Hong  Kong  back  in 
1970.  Today  his  rapidly  growing  em- 
pire of  forcign-trade-related  publica- 


W  illuini  Si))i()ii.  foioickr  ofiklysscy  hilcnidlional  ltd 
"This  is  the  last  bastion  of  pure  capitalism." 


Merle  Hitirkhs,  founder  of  Trade  Media  Ltd. 
"I  want  to  be  here  for  the  drama." 


tions  includes  14  monthly  magazines 
2  newsletters  and  7  books  explaining 
the  nuts  and  bolts  of  how  to  impor 
from  individual  Asian  countries.  His 
company's  sales,  expanding  at  25%  j 
year,  were  $55  million  last  year.  Hin 
richs  won't  disclose  profits,  but  in 
dustry  sources  believe  that  net  mar 
gins  probably  amount  to  30%  of  reve 
nues  or  better. 

The  heart  of  Hinrichs'  business  ii 
his  Asian  Sources  group  of  trade  pub 
lications.  These  telephone-book-likt 
magazines  report  on  Asian  export  in 
dustries  such  as  computers,  consume 
electronics,  timepieces,  hardware 
giftware  and  fashion  and  accessories 
The  monthlies  are  70%  to  75%  adver 
tising;  a  typical  issue  of  the  compute 
magazine,  for  instance,  is  800  pages 
600  of  them  ads.  Circulation  ranges  a  ^ 
high  as  30,000  per  magazine,  and  an 
nual  subscriptions  cost  as 
much  as  $275  (air  mail) 
Read  primarily  by  over 
seas  manufacturers,  im 
porters,  wholesalers  anc 
retailers,  the  articles  pro 
vide  information  on  the 
constantly  changing 

prices,  quality,  delivery 
and  specifications  of  the 
products. 

Hinrichs  is  already 
making  preparations  for 
1997.  He  is  considering 
moving  some  of  his  print 
ing  and  distribution  oper 
ations  to  Southe;ast  Asia 
But  like  most  other 
wealthy  American  expa- 
triates in  Hong  Kong,  Hin 
richs  himself  vows  to 
stick  around.  Says  he,  "I 
want  to  be  here  for  the 
drama." 

With  thousands  of  Chi- 
nese emigrating  from 
Hong  Kong  every  year,  is 
the  free-trade  entrepot 
still  a  good  place  for 
young  American  entrepre- 
neurs to  pan  for  gold?  The 
Chinese  word  for  crisis, 
weiji,  connotes  both  dan- 
ger and  opportunity.  The 
word  fits  Hong  Kong  well. 
American  venture  capi- 
talist Robert  Theleen  calls 
1997  the  ultimate  gamble 
and  predicts  that  it  will 
spawn  a  whole  new  gener- 
ation of  entrepreneurs. 
"The  greatest  risk  to 
Hong  Kong's  vitality," 
Theleen  says,  "is  if  it  were 
perceived  to  be  a  place 
of  long-term  economic 
stability."   ■ 
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Have  Them  financed. 


On  Jeep  Cherokee  Limited. 

Now,  you  can  choose  from  0%  financing  or  $1000 
cash  back  on  the  legendary  Jeep  Cherokee,  named 
"Best  of  the  Best"  by  4-Wheel  &  Off-Road  magazine. 


A.PR.  Financing  Now  Available 
On  Jeeg  Cherokee  And 
Eagle  Premier. 


On  Eagle  Premier  ES. 

For  a  limited  time,  you  can  save  on  the  Euro- 
pean-inspired Eagle  Premier  ES,  with  the 
most  room  of  any  car  in  its  class.** 


Jeep 


Advantage :  Jeep  and  Eagle 


Limited  warranty.  See  dealer  for  details.  Deductibles  and  restrictions  apply.  *Shon-term  financing  for  qualified  buyers  through  Chrysler  Credit  Corporation.  Other  rates 
available  as  length  of  contrao  increases.  Cash  back  dirert  from  Chrysler.  Limited  time  offer.  See  dealer  for  details.  For  more  information  on  Jeep  or  Eagle  vehicles,  call 
1-800-JEEP-EAGLE.  *  'Comparisons  based  on  1990  pubUshed  competitive  material.  Jeep  is  a  registered  trademark  of  Chrysler  Corporation.  Buckle  up  for  safety. 


Faces 

Behind  the  Figures 


Edited  by  Jason  Zweig 


Bruce's  greater  fool 


John  Chiax-watianimal-uisin 


liuvstmcnt  hanker  Bruce  Viassifstehi 
Fortunately,  there  was  Michael  Dingman. 


TIhe  Henley  Group  Inc.,  the  New 
Hampshire-based  conglomerate  as- 
sembled by  asset-shuffler  Michael 
Dingman,  may  finally  have  finished 
reshaping  itself.  The  missing  man  in 
that  long  struggle:  Dingman's  former 
financial  adviser,  Bruce  Wasserstein. 

In  April  1988,  just  two  months  after 
leaving  First  Boston  to  found  Wasser- 
stein, Perella  &.  Co.,  Wasserstein 
teamed  up  with  Dingman  to  buy 
Pneumo  Abex  from  ic  Industries  for 
$1.2  billion.  Wasserstein,  Perella  and 
Henley  each  put  $50  million  of  equity 
into  the  new  entity,  pa  Holdings, 
which  makes  landing  gear,  hydraulic 
components  and  automotive  brake 
parts.  Subtract  its  $10  million  adviso- 
ry fee  (paid  by  pa),  and  Wasserstein, 
Perella  got  50%  of  pa  for  just  $40 
million  of  its  own  capital.  In  June 
1989,  less  than  a  year  after  the  deal 
was  completed,  Wasserstein  talked 
Dingman  into  buying  his  stake  for 
$165  million.  Henley  alone  now  stood 
behind  all  pa's  debt.  Nice  work  if  you 
can  get  it. 

Soon  after,  the  junk  bond  market 
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crashed  and  the  Berlin  Wall  fell,  deliv- 
ering a  double  whammy  to  pa  Hold- 
ings, which  depends  on  the  military 
for  nearly  40%  of  its  revenues.  For  the 
first  half  of  1990,  sales  were  off  5%,  to 
$430  million,  while  operating  income 
fell  10%,  to  $57  million. 

This  May  Dingman  tried  spinning 
off  100%  of  pa's  stock,  but  bondhold- 
ers say  pa's  bankers  balked.  In  June 
Dingman  scaled  back  the  spinoff,  of- 
fering only  35%  of  pa's  stock  and  put- 
ting no  additional  capital  into  the 
company.  Again,  no  deal. 

Last  month  Dingman  at  last  gave 
up  on  unloading  pa,  announcing  in- 
stead that  Henley  would  spin  off  or 
sell  virtually  all  its  assets  except  pa. 
Henley  immediately  agreed  to  sell  a 
crown  jewel — its  38%  stake  in  Chica- 
go investor  Sam  Zell's  Itel  Corp. — and 
expects  to  spin  off  its  Fisher  medical 
equipment  division  some  time  after 
October. 

Today  pa  is  worth  perhaps  $850 
million — nearly  30%  less  than  Hen- 
ley and  Wasserstein  paid  for  it  just 
two  years  ago.  Dingman,  who  origi- 


nally intended  to  wring  value  from  pa 
partly  by  busting  it  up,  now  will  have 
to  run  it  as  an  operating  business.  i 
And  Wasserstein  now  appears  to  beijl 
a  magician  of  a  higher  order.  After] 
overpaying  for  a  company,  he  found  a 
greater  fool  and  got  out  at  a  fat  profit 
while  the  getting  was  still  good. 


Underwater  but  holding  on 

W'hen  will  the  New  England 
slump  bottom  out?  Billionaire 
Laurence  Tisch  may  think  it  already 
has.  He  certainly  hopes  that  the  end 
is  near. 

Tisch,  the  chief  executive  of  cbs, 
Inc.,  now  owns,  along  with  his  four 
sons  and  his  brother  Preston,  8.9%  of 
Bank  of  Boston  Corp.  (see  star)',  p.  136). 
The  Tisches  began  buying  the  stock 
last  October  at  around  $22  a  share. 
Then  they  sold  off  several  hundred 
thousand  shares  between  16  and  1 9 'A. 
But  when  the  stock  sank  below  16 
this  April,  the  Tisches  bought  back  in 
and  took  another  big  bite  in  early 
August,  when  the  stock  dropped 
below  10. 

To  avoid  triggering  the  bank's  new- 
ly issued  poison  pill,  the  Tisches  are 
unlikely  to  raise  their  stake  above 
15%.  Just  as  unlikely  is  that  they  will 
soon  sell  out.  The  cost  of  their  invest- 
ment is  now  around  $110  million;  its 
value  is  around  $56  million. 

What  attracted  the  astute  Tisches 
to  Bank  of  Boston?  It's  a  hedged  bet  on 
New  England.  The  nation's  16th-larg- 
est  bank  holding  company,  Bank  of 
Boston  has  36%  of  its  $37  billion  in 
assets  committed  in  the  U.S.  outside 
of  New  England.  The  bank  also  has  a 
strong  retail  and  commercial  presence 
in  25  foreign  countries,  including  cor- 
porate banking  in  Europe  and  active 


Jonathan  Levine/On\'x 


hivestor  Laurence  Tisch 

Averaging  down  at  BanJc  of  Boston. 
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f  trade-financing  operations  in  the  Far 
lEast.  Foreign  operations  contributed 
!$97  million  in  net  income  last  year, 
stji   !  keeping  the  parent  company  in  the 
fblack.  The  bank  has  cut  its  exposure 
to  Third  World  loans  from  $1.2  billion 
in  1987  to  $201  million,  and  has  re- 
served $722  million  against  further 
deterioration  in  its  domestic  real  es- 
tate portfolio. 

With  a  total  market  cap  of  $630 
million,  it  must  look  cheap  to  billion- 
aires who  liked  it  when  it  was  priced 
QBjii    at  more  than  twice  that  level  less  than 
iliejj  la  year  ago. 


' 


ion 


Sue  and  be  sued 

Being  sued  for  fraud  by  an  army  of 
angry  shareholders  was  apparent- 
ly not  a  full-time  distraction  for  Rich- 
ard Grassgreen.  The  chairman  of  En- 
star  Group,  Inc.  and  president  of  its 
equally  troubled  predecessor,  Kinder- 
Care,  Inc.  (see  Forbes,  May  16,  1988 
andJ^r.  30, 1990),  has  been  busy  mak- 
ing life  miserable  for  a  little  company 
in  Cadillac,  Mich,  called  Kysor  Indus- 
trial Corp. 

A  group  controlled  by  Enstar  owns 
13%  of  Kysor,  which  makes  refrigera- 
tion cases  and  transportation  equip- 
ment. In  December  1989,  a  year  after 
buying  its  stake,   the   Enstar  group 
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Enstar' s  Richard  Grassgreen 

From  Kinder-Care  to  stock  raids. 

sued  Kysor,  charging  that  the  compa- 
ny had  improperly  issued  shares  to  its 
employee  stock  ownership  plan.  Lat- 
er, in  an  apparent  effort  to  stir  up 
takeover  talk,  the  Enstar  group  re- 
vealed that  a  confidential  committee 
of  Kysor's  directors  was  exploring  a 
recapitalization  or  sale  of  Kysor.  And 
at  Kysor's  spring  annual  meeting,  an 
Enstar  representative  harangued  man- 
agement for  its  ineptitude  and  de- 
manded that  Chairman  George 
Kempton  resign,  even  though  Kysor's 


earnings  had  grown  by  an  average  of 
over  30%  a  year  for  most  of  the  1980s. 
With  Kysor's  stock  brushing  8 — far 
below  his  likely  average  cost  in  the 
high  teens — Grassgreen  has  probably 
just  begun  to  fight.  It's  a  shame  he 
doesn't  spend  more  of  his  energies  at 
Enstar,  which  last  year  lost  $151  mil- 
lion and  so  far  in  1990  has  lost  $2.3 
million  on  continuing  operations. 


Using  his  bean 

As  if  the  Japanese  economy  weren't 
hyperactive  enough  already,  Hiro- 
michi  Toriba  is  giving  it  an  extra 
boost.  Toriba,  52,  is  president  and  sole 
owner  of  Doutor  Coffee  Co.,  Japan's 
largest  and  fastest-growing  chain  of 
coffee  shops  (1990  estimated  sales, 
$80  million). 

Before  Toriba,  coffee  was  a  Western 
luxury.  Japanese  coffee  shops  served  a 
thimbleful  of  Java  for  $2  to  $4  amidst 
sofas,  elegant  china  and  soft  music. 


Toriba  got  the  idea  for  quickie  cof- 
fee shops  after  visiting  Paris  and  see- 
ing businessmen  stop  in  cafes  on  the 
way  to  work  and  drink  their  cafe  au 
lait  standing  up.  If  even  blase  French- 
men craved  a  quick  pick-me-up, 
wouldn't  Japanese  businessmen-on- 
the-go  relish  a  stimulant  stronger 
than  their  customary  tea?  So  Toriba — 
then  a  coffee  wholesaler — opened  his 
first  coffee  shop  in  Tokyo  in  1980. 

Toriba  sites  his  franchised  Doutor 
shops  in  the  teeming  business  dis- 
tricts of  Japanese  cities.  "Everything 
moves  so  fast  in  Japanese  society  that 
salarymen  don't  have  time  to  sit  and 
order  a  cup  of  coffee,"  he  says.  So  his 
shops  are  self-serve,  with  counters 
and  just  a  few  seats.  The  typical  cus- 
tomer gulps  down  his  $1  cup,  pays 
and  leaves  in  just  10  minutes. 

Toriba  has  found  a  perky  new  mar- 
ket abroad:  He  has  opened  six  Doutor 
shops  in  Seoul  for  workaholic  Korean 
businessmen. — Hiroko  Katayama 


Doutor  Coffee's  Hiromichi  Toriba 
Coffee  to  go-go. 
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This  is  the  key 

to  the  symbol  that 

welcomes  the  world. 


This  is  the  key 

to  the  bonk  where 

the  world  is  welcome. 


The  key  to  the  Statue 

of  Liberty. The  statue, 
a  gift  from  France 
commemorating 
the  1876  U.S.  cen- 
tennial celebration, 
is  a  universally 
accepted  symbol 
of  freedom. 


With  offices  in  tfie  United  States  for  over  50  years, 
Swiss  Bank  Corporation  con  ensure  you  a  warm 
welcome  rigfit  hiere.  When  it  comes  to  knowing  Ameri- 
can business,  we  not  only  understand  your  banking 
needs,  we  possess  the  expertise  and  experience 
necessary  to  satisfy  them  at  home  and  abroad.  Be 
they  asset-backed  financing,  real  estate  and  project 
financing,  cross-border  financing  or  easy  access  to 
European  capital  markets. 

Plus,  Swiss  Bank  Corporation's  advanced  communi- 
cations and  information  systems  enable  our  skilled 
specialists  to  provide  you  with  personalized  service 
and  expert  advice  on  financial  matters  in  all  the 
major  markets. 

From  a  global  banking  perspective,  we're  the  Swiss 
bank  with  the  most  international  experience— and 
the  largest  international  network.  We're  at  home  in 
34  countries  around  the  world  and  at  work  as  mem- 
bers of  the  major  stock  exchanges  from  Tokyo  to 
New  York. 

Look  to  the  triple-A  rated  Swiss  Bonk  Corporation  for 
any  of  your  banking  requirements— and  along  with  a 
warm  welcome,  you'll  find  your  key  to  success. 

Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 

The  key  Swiss  bank 

New  York    •    Atlanta    •    Chicago    •    Dallas    •    Houston 
Los  Angeles    •    Miami    •    San  Francisco 
Toronto   •  Montreal   •   Vancouver 


The  Forbes  Wall  Street  Review 


By  Eric  S.  Hardy 


The  stock  market  collapse  continued 
over  the  two  weeks  to  Aug.  23,  with  a 
10%  fall  in  the  Dow  coming  on  top  of 
a  5.5%  fall  for  the  previous  two  weeks 
(the  first  weeks  after  Iraq's  invasion  of 
Kuwait). 

Yet,  by  many  historical  measures 
(including  price/earnings  ratios,  divi- 
dend yields  and  price/book  ratios),  the 
market  is  still  expensive.  Since  July 
26,  the  Wilshire  5000 's  p/e  multiple 
(against  trailing  12-month  earnings) 
has  sagged  only  to  14  from  16. 

For  most  of  the  past  decade,  smaller 
companies  fared  worse  than  blue 
chips,  and  many  analysts  (and  Forbes) 
have  recently  argued  that  the  time 
was  ripe  for  a  rebound  in  small  stocks. 
But  the  current  market  crash  is  hurt- 
ing them  the  most.  The  Nasdaq  index 
is  down  19%  over  the  last  month. 
Daily  Nasdaq  volume,  meanwhile, 
has  averaged  136  million  shares  and 
hit  a  high  for  the  year  of  203  million 
on  Aug.  3.  This  may  dispel  the  notion 
that  lack  of  liquidity  is  behind  Nas- 
daq's weakness. 

Gold  stocks  have  survived  this 
rout.  But  Marc  D.  Cohen  of  Kidder, 
Peabody  argues  that  gold  has  been  sur- 
prisingly weak,  given  the  boost  you 
would  expect  it  to  get  from  a  weaken- 
ing dollar  and  expectations  of  oil-fed 
inflation.  His  conclusion  is  that  un- 
derlying pressures  are  bearish  for  gold 
and  that  gold  will  retrench  if  there  is 
any  alleviation  of  the  Middle  Eastern 
hostilities. 
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The  Best  Performing  Stocks 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)^ 

Rel  voP 

American  Barrick  Resources 

23 

14% 

68 

6,299 

1.8 

Amax  Gold 

191/4 

12 

57 

360 

2.0 

Placer  Dome 

i8y4 

10 

40 

10,141 

2.2 

Echo  Bay  Mines 

14% 

9 

NM 

5,236 

1.6 

Northrop 

16% 

9 

7 

1,521 

1.1 

The  Worst  Performing  Stocks 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)^ 

Rel  vol^ 

USAir  Group 

141/4 

-30% 

NM 

2,894 

1.6 

Goulds  Pumps 

171/8 

-30 

12 

4,465 

1.3 

Boise  Cascade 

261/2 

-30 

7 

3,316 

2.4 

Metro  Mobile  CTS 

lOM 

-30 

NM 

62 

0.5 

Neutrogena 

14!/4 

-29 

17 

813 

0.8 

Closeup  on  the  Market 

Index  or  investment 

Price 

2-week  change 

Index  or  investment 

Price  or  rate 

2-week  change 

Wilshire  index 

6.000  stocks,  capitalization  weighted 

2,911.71 

-9.8% 

Europe,  Australia,  New  Zealand  and  Far  Easf* 

(EAFE)  a  dollar  denominated  capitalization  weighted  index 

783.60 

-7.8% 

Wilshire  index 

6,000  stocks,  equal  weighted 

18.25 

-9.6 

Institutional^ 

Approximately  200  stocks  with  high  institutional  ownership 

94.46 

-9.1 

Dow  Jones  industrials 

30  stocks,  divisor-adjusted  price  average 

2,483.42 

-10,0 

Individual^ 

Approximately  200  stocks  with  low  institutional  ownership 

88.66 

-7.8 

S&P  500 

Capitalization  weighted  cross  section,  maior  stocks 

307.06 

-9.7 

Russell  2000  index 

2000  stocks  with  small  market  values,  capitalization  weighted 

132.92 

-12.9 

NYSE 

Capitalization  weiglited,  all  listed  common  stocks 

168.88 

-9.3 

Gold^  (composite  quote  ol  6  major  dealers) 

$411.80 

7.3 

Yen^  (per  $U.S.) 

146.25 

-2.3 

Amex 

Capitalization  weighted  total  return;  stocks,  warrants 

315.85 

-7.5 

Commodity  index^  (CRB  lutures  index,  1967  =  lOO) 

243.89 

3.5 

Nasdaq 

Capitalization  weighted,  all  issues  except  warrants 

360.22 

-12.8 

0il^(W  Texas  Intermediate) 

$31.95 

24.6 

T  billS^  (90  days) 

7.52% 

12  basis  points' 

Amex  international  market  index 

Capitalization  weighted,  50  largest  AORs 

287.40 

-5.3 

Broker  loan  rate^ 

9.25% 

unchanged 

Note;  All  data  for  periods  ending  8/23/90.  Wilshire  index  reflects  price  performance.  It  differs  sligfitly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity 
since  index  was  created.  Stocks  listed  above  have  market  capitalizations  of  $500  million  or  more.  Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
^Average  daily  volume  over  a  2-week  period.  ^Average  daily  volume  over  the  last  2  weeks,  divided  by  the  average  daily  volume  over  the  preceding  3  months.  ""Morgan  Stanley 
Capital  International  Perspective.  'For  period  ending  8/24/90.  A.  Arbel,  Cornell  University,  usmg  Ford  Database  from  Ford  Investor  Services.  ^ICnight-Ridder  Financial 
Information.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  NM:  Not  meaningful. 
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World  Markets  Review 


Bv  Gustavo  Lombo 


Foreign  vs.  U.S.  markets 


140 
120 

Value  ol  $100  invesIM  7  31  8 

- 

"  A' 

AT 

^ 

100 

1 

/^ 

/ 

^W 

80 

-\ 

V     SAP  500 

EAFEu  of  7/31/90: 

Value             92596 
P/E                    194 
Pnce/book             2  4 
Yield                  22% 

60 

1                      1 

1     1 

■87 


•89 


■90 


Developed  markets 

Market 

Total  return^ 
3  months      12  months 

P/E 

UK 

27% 

15% 

11 

Sweden 

25 

18 

14 

Switzerland 

21 

18 

14 

Australia 

19 

7 

13 

Austria 

19 

129 

59 

France 

1 

26 

12 

Findland 

4 

-21 

14 

Japan 

8 

-25 

40 

US 

8 

6 

16 

Belgium 

9 

18 

11 

Emerging  markets 

Region 

Total  return' 
3  months       1 2  months 

P/E 

Latin  America 

12% 

4% 

NA 

Asia 

-34 

-27 

NA 

Country 

Total  return' 
3  months       1 2  months 

P/E 

Greece 

138% 

424% 

32 

Turkey 

42 

769 

25 

Venezuela 

28 

109 

11 

Taiwan/China 

-50 

-44 

38 

Philippines 

-16 

-1 

18 

Korea 

-14 

-19 

22 

If  it's  any  consolation  to  investors  in  the  U.S.  market, 
which  fell  15%  in  the  four  weeks  to  Aug.  23,  foreign 
markets  are  suffering  Iraq  fever,  too.  The  Japanese  Nikkei 
index  hit  a  recent  23,737,  down  39%  from  this  year's  high 
of  38,713  in  early  January.  Caution:  Even  at  today's  lower 
prices,  Japanese  stocks  are  overpriced  with  respect  to 
world  markets,  in  the  view  of  John  Templeton,  the  Baha- 
mas-based money  manager. 
The  recent  turmoil  on  the  world's  stock  exchanges  does. 


however,  serve  to  point  up  the  value  of  overseas  investing 
to  U.S.  investors.  An  international  portfolio  provides  di- 
versification not  only  among  markets  but  among  curren- 
cies. Thus,  for  the  three  months  ended  July  31,  the  cutoff 
date  for  most  of  the  tabulations  on  this  page,  a  strong 
pound  brought  the  U.S.  return  on  U.K.  stocks  to  27%,  even 
though  British  investors  saw  a  gain  of  only  12%.  Since  the 
end  of  July,  U.K.  stocks  have  retraced  some  of  these  gains: 
They're  off  10%  locally  and  6%  to  U.S.  investors. 


Who's  Hot 


Who's  Not 


Company/country                    Business 

Price 

3-month 

price 

change 

P/E 

Company/country 

Business 

Price 

3-month 

price ' 

change 

P/E 

Nippon  LIgtit  Metal/Japan         metals 

8'/2 

73% 

45 

Jones  David/Australia 

merchandising 

5 

-35% 

4 

Fitch  Lovell/UK                        consumer  prods 

5'/-. 

65 

13 

Michelin  B/France 

ind  components 

17'/2 

-28 

4 

Cycle  &  Carriage/Singapore      automotive 

2V4 

62 

17 

Philips/Netherlands 

appliances 

15'/4 

-25 

7 

Svenska  Handelsbank/Sweden  banking 

245/8 

58 

10 

Magneti  Marelli/ltaly 

elec  &  electron 

l'/4 

-24 

16 

OYNO/Norway                          chemicals 

273/8 

57 

13 

Citroen  Hispania/Spain 

automotive 

9 'A 

-24 

4 

Cheap  Foreign  Stocks 


High-Yielding  Foreign  Stocks 


Company/country 

Business 

Price 

Earnings 

P/E 

Company/country 

Business 

Price 

Yield 

P/E 

Bayer/Germany 

chemicals 

178% 

$23.26 

8 

Gen  Property  Trust/Australia 

real  estate 

2 'A 

9.2  % 

11 

Thyssen/Geir.iany 

metals 

182V8 

22.00 

8 

Natl  Australia  Bk/Australia 

banking 

5'/4 

9.1 

8 

Cie  Generate  Elec/France 

elec  &  electron 

1181/4 

9.02 

13 

EBES/Belgium 

utility 

126'/4 

8.7 

10 

Banca  Commerciale/'taly 

banking 

5'/8 

0.35 

15 

Elders  Res/New  Zealand 

paper  prods 

I'/s 

7.8 

10 

National  Westminster  Bk/UK 

banking 

6 

0.37 

16 

Hoechst/Germany 

chemicals 

169 

7.5 

7 

Note;  Data  for  period  ending  7/31/90.  Selected  stocks  tiave  a  market  capitalization  of  at  least  $300  million.  'EAFE  is  a  price  return  index  of  European,  Australian,  New  Zealand  and  fat  Eastern  stocks  converted  into  U.S.  dollars, 
'performance  numbers  reflect  both  local  price  change  and  currency  fluctuation.  Dividends  are  reinvested  after  subtracting  foreign  withholding  tax.  NA:  Not  applicable  Principal  source:  (ilorgan  Stanley  Capital  International  Perspective. 
Emerging  markets  data  provided  by  International  Finance  Corporation  ending  6/30/90. 
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Hertz  #1  Club  Gold  is  the  fastest, 

easiest  way  ever  to  rent  a  can 

No  paperwork.  No  stopping  at  counters. 

Nothing  to  slow  you  down. 

Nartz 

AMERICJ^  WHEELS 


I  REC;.  U.S.  PAT  OFF.  ©  HERTZ  SYSTE^^NC.  W*. 

lertz  rents  Fords  and  other  fine  cars. 
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The  Funds 


Stuck  in  a  second-rate  load  fund?  You 
may  be  able  to  salvage  from  it  a  free  ticket 
into  a  much  better  load  fund. 


Freeloading 


By  Michael  Fritz 


A  MARKETING  gimmick,  common 
among  purveyors  of  everything 
b  from  spreadsheet  software  to 
long-distance  service,  goes  hke  this: 
Bring  us  the  unused  portion  of  a  com- 
petitor's product,  or  evidence  that  you 
used  to  be  loyal  to  another  brand,  and 
we'll  give  you  a  discount  on 
our  brand.  That  gimmick  is      '^  ' 
now  being  used  by  certain 
load  funds,  and  it  opens  in- 
teresting   possibilities    for 
investors.  The  deal  is  this: 
You   can  get   into   certain 
load  funds  (those  charging  a 
sales  commission)  without 
paying  the  load,   provided 
you  can  show  you  are  in- 
vesting money  withdrawn 
from  another  load  fund.  , 

For  self-sufficient  inves- 
tors, of  course,  this  is  no  big 
deal.  It  seldom  makes  sense 
for    investors    who    make  1 

their  own  decisions  to  pay  a  T 

sales  commission  in  the 
first  place  when  there  are  so 
many  excellently  run  no-  | 
load  funds  to  choose  from. 
Still,  some  people  prefer  to 
get  a  broker's  advice  before 
buying  a  fund,  and  for  them 
the  deal  can  be  attractive. 

Among  the  fund  families 
offering  the  load  freebie  are 
AMEv,  American  Capital, 
Fidelity's  Plymouth  group, 
Franklin,  SunAmerica  and 
Voyageur.  The  list  is  sure  to 
grow:  Prudential-Bache  has 
sought  the  Securities  &.  Ex- 
change Commission's  per- 


mission to  offer  the  load  waiver,  and 
IDS  is  looking  at  the  option. 

St.  Paul,  Minn. -based  amev  Inves- 
tors, which  manages  $1  billion,  has 
been  offering  its  Free  and  Simple 
Transfer  program  for  three  years.  "It's 
a  goodwill  measure  that  can  be  offered 
at  very  little  cost,"  says  Dean  Kop- 
perud,  AMEv's  director  of  sales.  "If  a 


N^ 


(^k. 


J.,..,.«^^.  -.^.^-   ■-■-  ■■■  .  1..  -^^    .-j^j  .jgl.-^f 


broker  has  a  client  with  another  fund 
that  isn't  providing  the  level  of  perfor- 
mance or  services  they  want,  they  can  '. 
transfer  to  us  without  a  sales  charge." 
Though  rules  vary,  most  participating 
companies  require  proof  of  redemp- 
tion from  an  existing  load  fund  within 
15  to  60  days  before  the  initial  invest- 
ment in  the  new  fund.  Using  the  re- 
demption check  to  open  the  new  fund 
account  or  providing  a  copy  of  the 
redemption  confirmation  slip  is  usu- 
ally proof  enough. 

What's  in  it  for  the  broker  or  finan- 
cial planner?  Why  should  he  move  a 
customer  into  a  new  fund  if  he  will 
get  no  commission?  In  most  cases  the 
waiver  of  sales  charges  is  a  defensive 
measure.  This  customer  is  unhappy 
with  the  performance  of  a  fund  the 
broker  told  him  to  buy  and  is  loath  tO 
pay  another  sales  commission  to 
move  into  another  fund  that  might  or 
might  not  perform  better.  Without  a 
free  transfer,  he  might  just  pack  up 
and  go  to  another  broker. 

Also,  most  load  funds  offering  free 
transfers  charge  annual  1 2b- 1  fees  of 
0.2%  to  0.5%,  of  which  about  half 
goes  to  the  broker  to  reward  him  for 
keeping  customers  in  the  fund.  As 
with  lump-sum  sales  commissions, 
so,  too,  with  sales  costs  buried  in  an- 
nual 1 2b- 1  charges:  Self-sufficient  in- 
vestors avoid  them,  but 
customers  of  brokers  and  fi- 
nancial planners  inevitably 
end  up  paying  something. 
Then  the  objective  for  the 
investor  is  to  get  by  with 
costs  as  small  as  possible. 
The  table  (p.  231,  top)  shows 
some  of  the  better-perform- 
ing load  funds  that  waive 
loads  and  that  have  fairly 
low  expense  ratios. 

Some  fund  houses,  in- 
cluding SunAmerica  and 
American  Capital,  pay  find- 
ers' fees  from  their  own 
pockets  of  0.2%  to  0.5%  of 
the  transfer.  At  least  one 
fund  manager.  Heartland 
Advisors  in  Milwaukee,  re- 
wards such  "friendly  bro- 
kers" by  directing  commis- 
sions on  trades  for  the  fund 
portfolio  to  the  individual 
broker's  name. 

AMEV  expects  to  draw  $15 
million  in  assets  this  year 
by  waiving  sales  charges. 
The  bulk  of  that  money  is 
going  into  two  stock  funds 
that  normally  carry  4.75% 
sales  loads:  the  $159  mil- 
lion AMEV  Capital  Fund  and 
the  $256  million  amev 
Growth  Fund.  Both  funds 
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have  beaten  the  s&.p  500  over  the  last 
three  market  cycles  (since  November 
1980),  earning  an  average  15.2%  an- 
nually. They  also  have  below-average 
operating  expenses,  despite  12b-l  fees 
of  0.25%  a  year. 

For  investors  seeking  a  more  aggres- 
sive fund,  SunAmerica's  $40  million 
Equity  Growth  Fund,  run  by  Harvey 
Eisen  (Forbes, /««e 25),  has  beaten  the 
market  by  nearly  3  points  a  year  over 
the  last  three  years.  The  fund  normal- 
ly carries  a  4.75%  front  load;  its  1.8% 
expense  ratio  is  slightly  above  the 
stock  fund  average. 

AMEv  and  SunAmerica  offer  their 
load  freebies  continuously.  Other 
fund  sponsors  use  the  offers  sporadi- 
cally, like  supermarket  promotions. 
Fidelity's  Plymouth  load  group  is  run- 
ning a  six-month  load-waiver  pro- 
gram that  ends  Oct.  26. 


Trade  in  your  used  fund 


You  can  get  into  these  better-performing  load  funds  without  paying  a 
nickel  in  sales  commissions.  All  you  have  to  do  is  prove  that  you  are 
investing  money  withdrawn  from  a  rival  load  fund. 


Fund 


Type 


Average 

Maximum 

Annual 

annual 

sales 

expenses 

return' 

charge 

per  $100 

American  Capital  Comstock 


stock 


15.5% 


8.50% 


$0.69 


American  Capital  Pace 


stock 


16.3 


5.75 


0.72 


American  Capital  Equity  Income      balanced 


15.5 


5.75 


0.83 


AMEV  Capital 


stock 


15.2 


4.75 


1.16 


AMEV  Growth 


stock 


15.2 


4.75 


1.01 


AMEV  US  Govt  Securities 


taxable  bond        1 1 .4- 


4.50 


0.83 


Franklin  Growth' 


stock 


15.3 


4.00 


0.72 


•  1 1/30/80  to  6/30/90.     ^6/30/80  to  6/30/90.     ^Applies  to  back-end  funds  only. 


Unlike  cents-off  coupons  at  the  su- 
permarket, these  no-load  deals  are  of- 
fered very  discreetly,  mostly  to  cus- 
tomers who  complain.  If  you  don't 
ask  for  better  treatment,  you  could 
end  up  paying  a  commission  to  move 


from  one  broker-marketed  fund  to  an- 
other. Also  note:  Some  brokerage 
houses  impose  transaction  charges  on 
load-free  fund  transfers.  Minneapolis- 
based  Dain  Bosworth,  for  instance, 
charges  $25.    ■ 


The  leverage  hinge  of  the  1980s  creates 
opportunity  in  the  1990s  for  vultures  like 
Daniel  Long  of  the  Greenspring  Fund. 

Picking  up 
the  pieces 


By  Michael  Fritz 


Workout  plays 

Funds  that  buy  securities 
nization  often  do  poorly 
distance  in  bear  markets. 

of  companies  in  financial  distress  or  in  reorga- 
in  bull  markets  but  more  than  make  up  the 
Most  of  these  have  looked  good  recently. 

Assets 
($mil) 

Expense 
ratio 

Cycle 

return 

(annualized)' 

Recent 
return^ 

Equity  Strategies' 

$69 

1.3% 

12.0% 

-1.2% 

First  Eagle  of  America* 

90 

2.0 

NA 

-8.8 

Greenspring 

24 

1.3 

7.6 

-4.4 

Merrill  Lynch  Phoenix  A^ 

258 

1.3 

8.5 

-13.9 

Mutual  Beacon 

457 

0.7 

9.5 

-6.9 

Mutual  Qualified' 

1,340 

0.7 

7.9 

-7.8 

Mutual  Shares' 

3,110 

0.7 

8.3 

-8.1 

Standard  &  Poor's  500 

6.6 

-12.5            1 

'8/31/87  to  6/30/90.     -6/30/90  to  8/24/90  (not 
redemption  fee.     'Imposes  6%  sales  load.     NA 

annualized).     'Closed 
:  Not  available. 

to  new  investors.     ' 

Imposes  1% 
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Tl  HE  END  OF  THE  1980s  Era  of  Le- 
verage is  bad  news  for  certain 
investors,  such  as  early  buyers  of 
junk  bonds.  But  it  is  good  news  for 
experts  in  distressed  securities — de- 
faulted bonds,  nonperforming  bank 
loans  and  shares  of  busted  real  estate 
trusts  and  other  companies.  One  of 
those  experts  is  Daniel  Long  III,  48, 
founder  (ip  1983)  and  lead  manager  of 
the  Greenspring  Fund. 

Greenspring  and  other  funds  like  it 
(see  lahle,  left)  don't  do  well  in  bull 
markets.  They  don't  favor  growth 
stocks,  and  they  don't  particularly 
like  takeover  stocks,  although  they 
may  be  very  interested  in  the  junk 
bond  remnants  of  yesterday's  lever- 
aged buyouts.  But  when  the  market 
falls  apart,  as  it  has  in  the  past  month, 
they  shine.  Since  the  end  of  June, 
Greenspring  has  fallen  4.4%,  only  a 
third  as  much  as  the  market  overall. 

The  workout  business  has  come  a 
long  way  since  Long  got  his  first  taste 
of  it  not  long  after  founding  Corbyn 
Associates,  his  Baltimore  money 
management  firm,  in  1973.  In  the  old 
days  the  players  tended  to  be  railroad 
experts,  since  defaulted  rail  bonds 
provided  most  of  the  grist  for  their 
mills.  Fortunes  were  amassed  by  such 
investors  as  Carl  Lindner,  Henry 
Crown  and  Leon  Levy  by  skillfully 
working  the  sleepy  creditor  commit- 
tees of  bankrupt  railroads.  Now,  there 
is  a  lot  more  to  work  with  than  trou- 
bled railroads.  Some  $34  billion  of 
junk  bonds  are  in  default,  in  indus- 
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Corhyn  Assocuilcs'  Daniel  Long,  Charles  Carbion  and  Michael  Co  Jack 
Looking  for  lUtgering-negative-perception  play  a. 


tries  ranging  from  newspaper  publish- 
ing to  retailing.  And  then  there  are  the 
shares  of  companies  verging  on  or 
emerging  from  bankruptcy. 

But  there  are  also  more  players  for 
Long  to  compete  with.  The  Mutual 
Series  group  of  funds,  run  by  Max 
Heine,  who  died  in  1988,  has  almost 
$5  billion  in  assets.  Hundreds  of  mil- 
lions of  dollars  are  pouring  into  pri- 
vate funds  sponsored  by  everyone 
from  Goldman,  Sachs  and  Chicago  in- 
vestors Sam  Zell  and  David  Schulte  to 
Roy  Disney.  "Most  banks  and  insur- 
ance companies  have  their  own  work- 
out departments  today,  so  companies 
aren't  trashed  [in  bankruptcy  court]  as 
quickly,"  says  Long,  whose  firm  also 
manages  $140  million  in  private  and 
institutional  accounts.  Creditor  com- 
mittees have  also  honed  their  negoti- 
ating skills  and  proceed  more  effi- 
ciently, shrinking  the  trading  spreads 
for  distressed  securities. 

With  only  $24  million  in  assets, 
Greenspriug  doesn't  have  the  finan- 
cial wherewithal  to  play  a  role  on 
creditor  committees.  Long's  alterna- 
tive is  to  io  his  credit  analysis  on 
distressed  issues  and  then  wait  for  a 
scrappy  workout  player  who  can  prod 
the  company  into  making  good  on  the 
bonds.  "We'll  watch  who  is  fooling 
with  the  equity  or  the  junior  bonds," 
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explains  Long.  "If  they're  sophisticat- 
ed, we'll  jump  into  a  small  senior 
bond  issue." 

Long's  portfolio  has  a  little  old-time 
flavor  to  it.  Among  the  holdings  are 
positions  in  Erie  Lackawanna  and 
Reading,  cash  and  real  estate  holding 
remnants  of  operating  railroad  com- 
panies long  since  absorbed  into  the 
Conrail  system.  A  more  recent  dis- 
tressed holding  is  Public  Service  Co. 
of  New  Hampshire's  IS^s  of  1996 
bonds.  Long  paid  an  average  $860  per 
$1,000  face  value  bond  soon  after  the 
utility  filed  for  protection  from  credi- 
tors in  January  1988.  The  bonds  are 
due  to  be  paid  off  this  month  with 
accrued  interest,  netting  Greenspring 
a  75%  return. 

When  attractive  bankruptcy  issues 
are  hard  to  find.  Long  hunts  asset 
plays  suffering  from  "lingering  nega- 
tive perceptions,"  such  as  farm  trac- 
tor and  diesel  engine  maker  Varity 
Corp.  It  took  three  restructurings  in 
the  early  and  mid-1980s  to  pare  costs 
and  cut  debt,  but  Chairman  Victor 
Rice  has  finally  placed  Varity  on  solid 
footing,  says  Long. 

Long  recently  bought  Key  Produc- 
tion, a  corporate  successor  to  several 
oil  and  gas  limited  partnerships  run 
by  Apache  Corp.  The  business  of  tax 
shelters  has  plenty  of  negative  percep- 


tions, mostly  well  deserved,  but  the 
market  has  been  nonetheless  under- 
valuing Key's  assets,  which  include 
the  equivalent  of  one  barrel  of  oil  re- 
serves per  share. 

Long  has  never  bought  a  new-issue 
junk  bond,  but  is  willing  to  take  a 
piece  of  a  fallen  angel  a  la  Public  Ser- 
vice Co.  of  New  Hampshire.  "We  see 
more  potential,  but  we're  waiting  for 
a  number  of  situations  to  ripen,"  says 
Long.  Two  that  have  ripened  are  ail- 
ing Gulf  States  Utilities  and  First  City 
Bancorporation  of  Texas.  Gulf  States' 
$4.40  and  $3.85  preferred  issues  are 
3V2  years  in  arrears  on  dividend  pay- 
ments. Long  and  his  associates  began 
buying  both  issues  in  mid-July  after 
Gulf  settled  an  onerous  lawsuit  with 
another  utility.  With  the  suit  behind 
it,  associate  Charles  Carlson  figures 
Gulf  will  be  able  to  clear  up  the  ar- 
rearages by  next  fall,  netting  the  fund 
an  18%  return. 

First  City's  stock  has  been  battered 
by  fears  about  its  huge  portfolio  of  lbo 
loans.  Long  and  his  partners  began 
buying  the  $5.50  preferred  in  July  at 
around  46,  betting  First  City  will  pay 
off  the  preferred  at  the  $53  call  price 
by  next  April,  in  order  to  avoid  a  cost- 
ly exchange  provision.  If  they  are 
right,  the  fund  will  net  a  25% 
annualized  return.    ■ 


FORBES,  SEPTEMBER  17,  1990 


Land . . .  what  else  can  give  you  so  much  ideasure  now  and  for  years  to  come? 


HH||ie  land  we're  offering  is  far 
I  from  the  crowds  and  rat  race  of 
A  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  mil,es,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  W\2 
Ft.  Garland,  CO  81133. 


)btain  the  Property  Report  required  by  Federal  taw  and  read  it  before  signing  anytliing  No  Federal  agency  has 
jdged  the  merits  or  value  if  any.  of  this  property  Equal  Credit  and  Housing  Opportunity  A  sta'ement  and  oilering 
tatement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  Yorl<  The  filing  does  not  constitute  approval 
if  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  Stale  or  that  the  Secretary  of  State  has  in  any  way  passed 
pon  the  ments  of  such  offering   A  copy  of  'he  offenng  statement  is  available,  upon  request,  from  Sangre  de  Crislo 
ianches  lslYA86- 1 53  A   lafement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
D  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value  Obtain  the  New  Jersey  Public 
)ffering  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO,  Florida  AD  20537 
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F.P.  SPECIAL  ASSETS  LIMITED  0 

ANNOUNCEMENT  OF  INTERIM  RESULTS 

HONG  KONG.  July  27,  1990  -  F.P.  Special  Assets  Limited 
(FPSAL),  (OTC;  Pink  Sheets),  the  Hong  Kong  based  and 
public  listed  company  which  invests  as  a  pro-active 
principal  m  undervalued  properties  and  companies  in  the 
Asia/Pacific  Region,  announced  an  increase  of  244  percent 
in  consolidated  earnings  after  taxation  for  the  six  months 
ended  June  30,  1990  of  US$5,602  million  compared  with 
US$1,629  million  for  the  first  half  of  1989  Fully  diluted 
earnings  per  American  Depositary  Receipt  ("ADR") 
increased  by  230  percent  to  US$2.51  compared  with 
US$0.76  cents  for  the  first  half  of  last  year. 

total  assets  during  the  same  period  decreased  by  1 
percent  to  US$73  347  million  from  US$73  536  million  while 
net  assets  decreased  by  4  percent  to  US$43  952  million 
compared  with  US$45,670  million  as  at  June  30,  1989. 

Net  asset  value  per  ADR  (undiluted)  for  the  interim  period 
decreased  by  9  percent  (adjusted  for  dividend  payments)  to 
US$22  99  compared  with  US$25.88  for  the  corresponding 
period  last  year. 

Mr.  Robert  L.  Meyer,  Managing  Director  of  FPSAL, 
commented  on  FPSAL's  record  earnings;  "The  first  half  of 
1990  was  extremely  significant  in  enabling  FPSAL  to  divest 
itself  of  its  share  position  in  our  long  term  investment  in 
Tian  Teck  Land  Limited,  realizing  a  large  profit.  We  have 
used  this  opportunity  to  provide  against  certain  assets  held 
such  as  the  City  Resources  shares  and  First  Pacific 
Networks,  Inc.,  resulting  in  some  diminution  in  our  net  asset 
value  per  share.  FPSAL  has  now  sold  out  of  all  of  our  earliest 
acquired  assets  and  we  look  forward  to  further  realizations 
of  profit  in  the  second  half  of  the  year." 

FPSAL  also  announced  proposals  to  reorganize  the  share 
capital  of  FPSAL  by  a  ten-for-one  share  split  in  order  to 
increase  the  trading  liquidity  in  FPSAL  shares.  Additionally, 
the  Company  is  proposing  to  its  shareholders  and 
warrantholders  an  odd  lot  elimination  scheme  through 
share  top-ups  or  buy  outs  to  consolidate  minor 
shareholdings  in  FPSAL. 

FPSAL  is  a  "Wall  Street  style"  merchant  bank 
specializing  in  the  acquisition  and  sale  of  undervalued 
assets  and  special  situations  in  real  estate  and  public  and 
privately  held  companies.  To  date,  the  Company  has 
completed  deals  affecting  assets  in  Hong  Kong,  the 
Philippines,  Taiwan,  Australia,  Singapore,  Thailand, 
Indonesia,  China,  Canada  and  California,  USA.  FPSAL 
employs  corporate  finance,  securities  and  real  estate 
investment  and  management  expertise  and  techniques  to 
create  shareholder  value  and  increase  shareholders'  net 
asset  value  on  a  per  share  basis.  The  Company  has 
increased  its  consolidated  net  asset  value  per  share  by  411 
percent  since  its  inception  in  December,  1985. 

FPSAL  is  associated  with  Asian  based  and  publicly 
listed  First  Pacific  Company  Limited,  a  US$1.7  billion 


investment  and  management  company  with  operations  in 
24  countries  worldwide. 

American  Depositary  Receipts  (ADR's)  for  FPSAL 
commenced  trading  Over-the-Counter  (Pink  Sheets)  in 
September,  1987  on  the  basis  of  1  ADR  per  50  ordinary 
shares  of  FPSAL.  Shearson  Lehman  Hutton  Inc.  (contact: 
Thomas  Finnerty  (212)  640-9300  or  (800)  221-5230)  and 
Wertheim  Schroder  &  Company  Incorporated  (contact: 
Terrence  C  Shea  (212)  492-6382)  are  market  makers  in  the 
ADR's  of  FPSAL. 

SUMMARY  OF  INTERIM  RESULTS 
FOR  THE  HALF  YEAR  ENDED  JUNE  30, 1990 

Half  year  Half  year 

ending  ending 

June  30,  1990        June  30,  1989  Percentage 

USS'OOO  US$'000  Change 


Total  income 

14,966 

5,813 

+  157% 

Profit  after  tax 

5,602 

1.629 

+  244% 

Fully  diluted  earnings 

US$2.S1 

US$0  76 

+  230% 

per  ADR 

(Contact:  Mae  S.  Wang,  Assistant  Vice  President,  F.P. 
Special  Assets  Limited,  24th  Floor,  Two  Exchange  Square,  8 
Connaught  Place,  Central,  Hong  Kong.  Phone  (852)  842- 
4274  Fax:  (852)  845-5517  Telex:  74216  FPFHK) 


SAVANNA  RESOURCES  LTD  ALB 

Company  Update 

CALGARY,  ALBERTA,  September  1— Savanna  Resources 
Ltd.,  (Alberta  Stock  Exchange  Symbol:  SV),  reports 
significant  progress  in  joint  venture  negotiations  on  two  of 
its  Oregon  and  California  mining  properties. 

The  Company  expects  a  joint  venture  agreement  will  be 
signed  shortly  giving  Cominco  American  Resources 
Incorporated  the  right  to  earn  an  undivided  interest  in 
Savanna's  Turner  Albright  gold,  zinc,  copper,  and  cobalt 
deposit  located  in  southwestern  Oregon  by  completing  an 
exploration  program  and  feasibility  study  on  the  property. 
Besides  having  a  drill-indicated  gross  ore  value  of  some 
$412  million,  this  polymetallic  deposit  is  one  of  the  few 
properties  in  North  America  with  drill-indicated  reserves 
cobalt.  Data  from  81,000  feet  of  diamond  drilling  has 
established  ore  reserves  estimated  at  3.6  million  tons 
containing,  in  addition  to  cobalt,  400,000  ounces  gold, 
1,600,000  ounces  silver,  100,000,000  pounds  copper  and 
240,000,000  pounds  zinc. 

Discussions  are  also  underway  with  Cyprus  Metals 
Exploration  Corporation  regarding  a  joint  venture  agreement 
giving  them  the  right  to  earn  an  undivided  interest  in 
Savanna's  Santa  Rosa  property  near  Lone  Pine,  California, 
by  completing  an  exploration  and  development  program  on 


the  property.  The  terms  and  conditions  of  the  joint  ve 
agreement  are  expected  to  be  completed  during  Septe 
1990.  The  Santa  Rosa  mine,  from  which  recorded  prodi 
in  excess  of  80,000  tons  grading  11.6  oz/ton  silver,  1 
lead  and  6.2%  zinc  was  extracted  prior  to  1973, 
significant  unexplored  bedded  zinc  mineralization  evidf 
the  underground  workings  and  drill  holes, 
mineralization  occurs  over  a  stratigraphic  interval 
least  650  feet,  providing  significant  tonnage  potentia 
Other  Savanna  holdings  include  a  former  o 
producer  in  California  and  leases  in  the  Courageous 
gold  belt  of  the  Northwest  Territories. 

COMPANY  DATA 

Incorporated:  March  26,  1957 

Shares  Authorized;  Unlimited 

Shares  Outstanding:  28,599,601 

Estimated  Float:  18,000,000 

Recent  Price:  C$0.50 

1989  Trading  Price:  C$0.28-C$l. 10 

Shares  Traded:  Alberta  Stock  Exchange  (SV) 

(Contact:  John  M.  Alston,  President,  Savanna  Reso 
Ltd.  540  Fifth  Avenue,  S.W.,  Suite  810,  Calgary,  Alt 
Canada  T2P  0M2.  Phone  (403)  269-5369  or  Pat  He 
Phone  (604)  732-0990.) 


GRC  INTERNATIONAL 

Announces  Win  of  Navy  Contract 

VIENNA,  VA.,  Aug.  6— GRC  International  (NYSE: 
announced  today  that  an  industry  team  which  include 
subsidiaries,  SWL,  Inc.  and  General  Research  Corpor 
(GRC)  has  been  awarded  a  contract  by  the  U.S.  N 
Space  and  Naval  Warfare  Systems  Command  (SPAV 
which  is  expected  to  cover  a  five-year  period  and  resi 
total  funding  of  up  to  $120  million. 

The  industry  team,  lead  by  SWL,  Inc.,  includes 
Atlanta  Research  Corporation,  Ball  Aerospace  (Ball  Sys 
Engineering    Division),    DCS    Corporation,    and 
Incorporated. 

Under  the  contract,  systems  engineering  and  acqui: 
support  will  be  provided  on  several  SPAWAR  activities  w 
the  Space  and  Sensors  Systems  Program  Directorate  (PI 
The  contract  is  for  an  initial  one-year  $24  million  effort 
four  additional  option  years  of  up  to  $24  million  each 

For  the  GRC  International  companies,  this  con 
largely  replaces  contracts  that  are  expiring  so  that  fi 
levels  of  funding  are  expected  to  be  similar  to  the  past 
actual  levels  of  contract  funding  will  depend  on  ar 
Navy  budgeting  decisions. 

(Contact:  Philip  R.  Pietras,  Acting  CFO,  GRC  I 
national,  1900  Gallows  Rd.,  Vienna,  VA  22182.  Phone  ( 
506-5060.) 


For  Advertising  information  please  call  Sarah  Madison  (505)  275-1282  or  Virginia  Carroll  (212)  620-2339. 
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Capital  Markets 


MONEY  &  INVESTMENTS 


Tempted  by  bank  stocks  at  these  low  lev- 
^  els?  Buy  their  deposit  notes  instead. 


BANK  DEBT  PLAY 


:t« 


By  Ben  Webennan 


Commercial  banks  are  in  a  mess  of 
trouble.  Earnings  are  strained — or 
nonexistent  in  some  cases.  Capital 
is  short. 

Prices  of  the  bonds  and  stocks  of 
banks  and  their  holding  companies 
have  plunged.  In  general,  the  bank 
security  market  is  behaving  as  if 
many  investment-grade  issues  w^ere 
in  the  junk  category,  says  Ann  Rob- 
inson, bank  bond  analyst  with  Don- 
aldson, Lufkin  &.  Jenrette.  Institu- 
tional investors  just  want  to  be  out 
of  this  market  and  are  dumping 
holdings  or  not  buying  more,  other 
than  a  few  highest-quality  issues 
where  there's  littk-  or  no  question  of 
imdiscovered  loan-loss  exposure. 
Says  Robinson:  "The  best  values  in 
this  market  are  bank  deposit  notes, 
because  they  are  insured  up  to 
$100,000  by  the  Federal  Deposit  In- 
surance Corp.  and  they  have  rela- 
tively high  yields." 

In  the  recent  bank  stock  decline, 
Citicorp  sold  down  50%  from  its  12- 
month  high,  Chase  Manhattan 
60%.  And  so  on. 

If  you're  tempted  to  buy  some  of 
these  stocks  on  the  grounds  that 
they're  cheap  and  too  important  for 
the  government  to  let  them  sink,  I 
have  a  suggestion:  Buy  their  debt 

Ben  Weberman  is  a  contributing  editor  of 
Forbes  magazine. 


instead. 

Yields  on  bank  debt  have  risen — 
sharply  in  some  cases.  And  there  are 
some  sound  investment  opportuni- 
ties for  the  individual  investor — 
particularly  in  bank  deposit  notes — 
that  will  bring  you  up  to  over  100 
basis  points  more  than  on  U.S.  Trea- 
sury securities. 

But  don't  just  buy  the  category. 
Search  out  bank  deposit  notes  is- 
sued by  the  banks  themselves,  not 
those  bonds  issued  by  bank  holding 
companies.  Most  of  the  notes  have 
maturities  of  up  to  seven  years.  A 
very  small  proportion  of  them  are 
not  backed  by  the  fdic,  so  be  sure  to 
check  this  feature  before  placing  a 
buy  order.  They  are  available  off  the 
bond  desks  of  most  major  securities 
dealers. 

Bank-level  deposit  notes,  as  well 
as  senior  notes,  represent  good  in- 
vestment value  because,  for  all 
their  highly  publicized  problems, 
commercial  banks  are  hardly  on 
the  verge  of  a  savings-and-loan- 
type  crisis.  Loan  losses  are  up,  yes, 
but  so  are  loan-loss  reserves.  Bank 
margins  are  being  squeezed  and 
will  continue  to  be  so,  but  it's 
unlikely  that  they'll  be  squeezed  to 
extinction. 

Many  commercial  banks  badly 
need  capital  but  can't  afford  to  sell 
common  stock  when  their  existing 
shares  sell  at  big  discounts  to  book 
value.  These  discounted  stock 
prices  are  the  most  serious  obstacle 
facing  capital-poor  banks  today,  ac- 
cording to  Federal  Reserve  Board 
governor  John  LaWare,  a  former 
banker.  "The  cost  of  capital  is  al- 
most prohibitive  for  many," 
LaWare  says. 

Selling  notes,  while  not  cheap  in 
this  market,  is  less  dilutive  for  the 


banks  than  selling  equity.  So  banks 
in  need  of  capital  are  preparing  to 
raise  funds  through  the  sale  of  debt. 
Joseph  Foley,  bank  and  finance  trad- 
er at  Prudential -Bache  Capital  Mar- 
kets, says  that  while  holding  com- 
pany paper  abounds,  there's  a  scar- 
city of  good-quality  bank-level 
notes  right  now,  but  that  this  short- 
age will  be  corrected  as  new  issues 
come  to  market. 

J. P.  Morgan's  three-year  deposit 
notes,  which  are  considered  top- 
flight in  quality,  yield  8.65%,  or 
about  40  basis  points  over  a  Trea- 
sury with  a  comparable  maturity. 
First  Chicago  Bank's  three-year 
notes  yield  9.05%,  or  80  basis  points 
over  Treasurys  that  have  the  same 
maturity. 

Fleet/Norstar,  a  survivor  bank  in 
New  England  with  substantial  rep- 
resentation in  upstate  New  York 
yields  9.25%,  or  100  basis  points 
more  than  Treasurys  for  its  three- 
year  deposit  notes. 

High-return  and  low-risk  bank 
deposit  notes  for  Chase  Manhattan 
Bank  yield  9.35%,  or  1 10  basis 
points  more  than  Treasurys  in  the 
three-year  maturity  sector.  Or  con- 
sider Chemical  Bank's  three-year 
notes,  which  yield  9.75%  or  150 
basis  points  more  than  the  equiva- 
lent Treasury  maturity. 

Since  the  note  interest  is  subject 
to  state  income  tax — unlike  Trea- 
surys— the  spread  over  Treasurys 
narrows  in  high-tax  states  like  New 
York  and  California.  But  not  all 
states  are  at  those  high  levels.  And 
even  with  state  tax,  the  bank  notes 
are  an  attractive  alternative  to  Trea- 
surys, given  the  fdic  protection. 
They're  particularly  good  for  iras 
and  other  tax-deferred  investments. 

Ignore  subordinated  bank  debt 
and  most  bank  holding  company  pa- 
per. When  First  RepublicBank 
Corp.,  based  in  Dallas,  failed  in 
1988,  the  bank's  stock  became  vir- 
tually worthless — and  the  holding 
company  debentures  lost  most  of 
their  value. 

To  be  doubly  safe,  stick  to  deposit 
notes  or  senior  notes  of  banks  that 
have  low  exposure  to  risky  com- 
mercial real  estate  and  less-devel- 
oped-country  debt.  In  addition, 
avoid  banks  with  too  much  expo- 
sure in  a  single  area  or  community 
and  large  exposure  to  leveraged 
buyout  financing.  Banks  with  good 
capital  ratios  and  strong  coverage  in 
loan-loss  reserves  are  also  good  bets. 
Among  these  are  Republic  New 
York  Corp.  and  J. P.  Morgan.    ■ 
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The  Contrarian 


MONEY  &  INVESTMENTS 


Whatever  happens  in  the  current  Persian 
Gulf  situation,  the  world  is  not  facing  a 
major,  protracted  increase  in  oil  prices. 

BEWARE  OF  FALSE 
PARALLELS 


By  David  Dreman 


No  more  than  anyone  else  can  I 
predict  the  outcome  of  the  situation 
in  the  Persian  Gulf,  but  this  much  I 
can  say  with  confidence:  Beware  of 
too  facile  parallels  with  past  events. 
You  only  have  to  go  back  to  the 
crash  of  1987  to  see  how  misleading 
such  parallels  can  be.  After  the 
crash — in  which  the  market 
dropped  80%  more  in  a  single  day 
than  it  did  in  all  of  1929 — the  major- 
ity of  experts  predicted  that  stocks 
would  fall  much  further  and  that  a 
severe  recession,  if  not  a  depression, 
was  imminent.  After  all,  wasn't  this 
what  happened  in  1929? 

For  months  the  Neu^  York  Times 
and  other  influential  dailies  ran 
charts  showing  the  eerie  similar- 
ities between  the  postcrash  market 
action  in  1987  and  that  of  1929.  The 
charts  implied  that  this  market, 
like  the  one  of  the  early  Thirties, 
would  free-fall  to  a  fraction  of  its 
value.  (Forbes  was  one  of  the  few 
magazines  to  resist  joining  this  hys- 
terical chorus.)  In  my  own  column  I 
pointed  out  that  the  underlying  fun- 
damentals were  entirely  different  in 
1987  thai;  in  1929  and  predicted  the 
stock  market  would  rebound  rea- 


DatHd  Drettuin  is  managing  director  of 
Dreman  Value  Management,  LP.,  Invest- 
ment Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


sonably  quickly  (see  my  Dec.  28, 
19H7  column).  Most  investors,  going 
with  the  crowd,  missed  out  on  the 
bargain  prices  prevailing  in  late 
1987  and  early  1988. 

This  brings  us  to  today's  market 
pundits  who  compare  the  current 
oil  crisis  with  those  of  1973-74  and 
1979-80.  Back  in  1980,  for  example, 
oil  experts  stated  that  crude  would 
reach  $100  a  barrel  by  the  end  of  the 
decade  at  the  latest.  Then,  too,  lead- 
ing dailies  ran  front-page  series  for 
months  on  how  higher  oil  prices 
would  permanently  damage  the 
economy.  Some  of  the  statistics 
conjured  up  to  back  the  predictions 
were  terrifying.  One  showed  that  at 
the  then-current  price  of  oil,  almost 
the  entire  capital  of  the  Western 
world  would  flow  into  the  coffers  of 
OPEC  members.  Another  demon- 
strated that  Saudi  Arabia  would  ac- 
cumulate more  capital  in  six  or  sev- 
en years  than  the  value  of  all  stocks 
on  the  NYSE. 

What  happened?  By  the  late  1980s 
oil  had  dropped  to  as  low  as  $12  a 
barrel.  Fear  sells  newspapers  and 
keeps  people  glued  to  the  tube,  but 
fear  does  not  make  money  in  the 
stock  market. 

Let's  examine  the  facts:  Oil 
prices,  rather  than  tripling  as  they 
did  in  the  Seventies,  are  up  only 
about  30%  in  the  current  crisis. 
Why?  First,  this  time  around  all  the 
OPEC  members  are  not  banded  to- 
gether to  increase  prices.  Instead, 
they  have  mostly  condemned  the 
Iraqi  aggression  and  feel  threatened 
by  it.  They  have  indicated  they 
would  make  up  the  Iraq-Kuwait  .dif- 
ference to  keep  prices  from  rising 
further.  I  think  they  will  keep  their 
word,  as  much  out  of  greed  as  out  of 
dedication  to  world  peace  and  order. 


Second,  to  my  memory,  such  una- 
nimity among  the  major  powers  has 
not  occurred  in  well  over  a  century. 

If  fighting  starts  or  if  there  are 
temporary  reverses  to  the  West,  oil 
prices  could  shoot  up,  but  only  for  a 
brief  period.  With  the  50-year-plus 
supply  the  Saudis  and  some  of  the 
other  producers  have  and  their  ma- 
jor need  for  hard  cash  now,  prices 
aren't  likely  to  move  to  a  much 
higher  plateau  permanently.  The 
bottom  line  then  is  that  the  chances 
of  prices  stabilizing  or  going  down 
from  here  are  better  than  the 
chances  of  their  moving  higher. 

The  panic  that  has  gripped  many 
investors  has  created  fine  buying 
opportunities.  If  you  are  the  ner- 
vous type,  better  wait  for  the  mar- 
ket to  calm  down  before  commit- 
ting further  funds,  but  here  are  a 
number  of  badly  battered  stocks 
that  present  good  value. 

The  airlines  have  been  knocked 
down  sharply  by  fear  of  rising  oil 
prices  coupled  with  lower  revenue 
growth  brought  on  by  the  business 
slowdown.  Because  a  number  of 
major  carriers  are  badly  overextend- 
ed, the  stronger  companies  should 
be  able  to  buy  profitable  routes  at 
reasonable  prices,  enabling  them  to 
post  record  earnings  when  the  econ- 
omy turns  up.  Two  I  would  look  at: 

Avw  Corp.  (46)  owns  American  Air- 
lines, the  largest  U.S.  carrier,  amr 
should  be  one  of  the  industry's  most 
profitable  survivors.  The  stock 
trades  at  a  p/e  of  10. 

Delta  (56)  is  the  third-largest  do- 
mestic carrier  and,  along  with 
American,  is  aggressively  expand- 
ing its  Far  East  Asia  and  European 
routes.  The  stock  trades  at  a  p/e  of 
10  and  yields  2.2%. 

Compaq  Computer  (48)  has  been 
knocked  down  sharply.  Even  with  a 
slowing  business  cycle,  earnings 
should  be  up  15%  this  year.  Com- 
paq trades  at  a  p/e  of  1 1. 

Hewlett-Packard  (34)  also  has  been 
badly  battered.  Earnings  should  be- 
gin to  pick  up  in  the  final  quarter  of 
fiscal  1990  and  show  good  improve- 
ment in  fiscal  1991  (ending  Oct.  31). 
The  stock  trades  at  11  times  de- 
pressed earnings  and  yields  1 .2% . 

Loti4S  Development  (18)  is  one  of 
the  three  largest  makers  of  personal 
computer  software.  The  stock  has 
nose-dived  almost  60%  recently,  as 
earnings  are  likely  to  come  in  below 
analysts'  estimates.  Longer  term 
the  outlook  continues  to  be  good. 
The  stock  trades  at  a  price/earnings 
multiple  of  8.  ■ 
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In  crises  like  the  one  in  the  Persian  Gulf 
thei^e  are  six  equity  groups  that  usually 
rise  faster  when  the  stock  market  recovers. 

TRADING  IN 
SHOCKED  MARKETS 


By  Ann  C.  Brown 


Over  the  past  14  years  I  have  wor- 
ried in  these  columns  v/ith  you 
about  hot  wars,  cold  war,  police 
actions,  blockades,  embargoes, 
hostage  ordeals,  dictators,  coups, 
assassinations,  revolutions,  infla- 
tions, recessions  and  other  sad-but- 
truisms  of  political/economic  life. 
While  no  two  crises  are  ever  exactly 
the  same,  there  are  similarities  in 
the  responses  to  them  by  the  finan- 
cial markets  that  deserve  mention 
in  times  like  the  present,  when 
there  is  increased  stock-price 
volatility  and  heightened  investor 
uncertainty. 

The  stock  market's  initial  reac- 
tion to  any  upheaval  that  directly  or 
indirectly  affects  our  fundamental 
national  interest  is  a  selloff.  These 
downturns  seldom  exceed  two 
quarters — even  in  the  case  of  World 
War  II — and  are  followed  by  occa- 
sionally sharp  rebounds  (100% -plus 
on  the  Dji  from  mid- 1 942  to  1945)  as 
government,  business  and  the  pub- 
lic get  a  better  idea  of  what  they 
can  expect  and  what  is  expected  of 
them.  Today's  confrontations  be- 
tween nations,  because  of  the 
devastation  modem  weaponry  can 
wreak,    have    tended    to   be   more 

Ann  C.  Brown  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  consulting 
firm  ofA.C.  Broun  &  Associates. 


limited  in  scope  and  more  psycho- 
logical in  nature.  There  have  been 
fewer  massive  material  buildups  in 
preparation  for  war  than  in  the  past 
and,  as  a  result,  less  direct  econo- 
mic stimulus. 

This  is  not  to  say,  however,  that 
the  current  mobilization  and  de- 
ployment of  troops  won't  help  boost 
the  American  economy.  It  will — 
probably  enough  to  keep  the  U.S. 
out  of  a  full-blown  recession,  even 
though  recessionary  conditions  will 
continue  to  adversely  affect  many 
industries  as  the  series  of  rolling 
readjustments  rolls  on. 

Whenever  a  sharp  decline  in 
stock  prices  takes  place  for  fear  of 
war  or  for  whatever  reasons,  I  look 
first  at  six  groups  of  equities  to  seek 
out  potential  buying  opportunities. 
Group  one  is  what  I  call  "necessity 
stocks" — foods,  drugs  and  tobaccos. 
Attractive  candidates  in  this  catego- 
ry currently  are  American  Brands 
(63),  Sara  Lee  (25)  and  Eli  Lilly  (69). 

Group  two  includes  those  stocks 
best  described  as  "overly  battered 
big  caps" — stocks  that  are  the  lead- 
ers in  their  respective  industries 
and  that  can  be  expected  to  benefit 
from  foreign  and  domestic  institu- 
tional buying  once  investor  senti- 
ment changes  from  negative  to  posi- 
tive. IBM  (100),  AT&T  (31),  Boeing  (46) 
and  GetJeral  Electric  (61)  are  high  on 
many  shopping  lists. 

A  third  group  of  stocks  that  I  feel 
always  bears  close  watching  in 
scare  markets  are  those  equities 
whose  prices  have  somehow  man- 
aged to  rise — or  at  least  have  held 
on  and  fallen  less  than  the  prices  of 
other  equities.  Some  of  these  stocks 
are  above-average  performers  be- 
cause they  are  in  businesses/ser- 
vices that  should  prosper  because  of 


the  nature  of  the  trouble  at  hand. 

Presently  included  in  this  group 
are  the  oils  (particularly  Atlantic 
Richfield  and  British  Fetroleum],  se- 
lected oil  exploration/development 
companies,  such  as  Schlimiberger 
and  Halliburton,  and  petroleum  al- 
ternative companies  like  Ashland 
Coal,  Mapco  and  Sonat,  Inc.  Consid- 
erable appreciation  already  has  been 
realized  in  this  group,  and  these  and 
other  oil-related  stocks  carry  with 
them  downside  risk  in  the  event  of  a 
prompt  and  peaceful  resolution  of 
the  Mideast  situation. 

In  addition  to  stocks  whose  prices 
reflect  opportunities  created  by 
changing  world  conditions,  I  pay 
careful  attention  to  relatively 
strong-performing  equities  of  com- 
panies that  would  seemingly  have 
little  to  gain  from  the  latest  tur- 
moil. These  issues  have  been 
known  to  go  up  faster  than  other 
securities  when  the  market  rallies, 
because  they  showed  good  support 
when  the  market  was  weak.  Among 
the  stocks  fitting  this  description 
now  are  i'ni'm  Corp.  (48),  Church  & 
Dwight  ( 1 7)  and  IL&R  Block  (37). 

A  fourth  group  consists  of  those 
equities  paying  big  dividends  that 
are  likely  to  be  maintained.  Since 
it  is  probable  that  the  Federal  Re- 
serve will  move  to  lower  interest 
rates  sometime  within  the  next 
few  weeks,  these  high-yielding 
stocks  have  excellent  total  return 
potential.  Worth  considering  are 
Koger  Properties  (19),  currently 
yielding  r4.5%;  Chemical  linking 
Corp.  (21),  with  its  12.7%  yield;  and 
usF&c,  (21),  whose  present  dividend 
return  is  13.7%. 

Stocks  selling  below  their  average 
annual  price/earnings  ratio  have 
also  been  rewarding  investments 
when  the  stock  market  is  in  an 
oversold  condition.  For  example, 
Eord  Motor  Co.  (34)  is  now  selling  at 
five  times  next  year's  estimated 
earnings  and  pays  a  generous  divi- 
dend to  boot.  Sotheby's  (10)  also  looks 
attractive  for  investors  who  can 
stand  a  high  degree  of  uncertainty. 
And  LA.  Gear  ( 13)  is  tempting  at  five 
times  estimated  earnings. 

The  final  group  contains  the  high 
beta  stocks — or  stocks  historically 
more  volatile  than  the  market  in 
general.  These  issues  are  not  for  ner- 
vous or  conservative  investors  be- 
cause of  their  wide  price  swings. 
However,  if  you  have  cool  and  cash 
to  spare,  this  could  be  the  time  to 
nibble  at  King  World  (18),  Tiffany  (35) 
and  Oracle  Systems  (13).  ■ 
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Many  dismiss  the  pessimistic  views  of 
an  investment  adviser  who  has  beaten 
the  market  over  the  last  decade.  Why? 

UNLOVED  BEAR 


By  Hark  Hulbert 


There  currently  is  an  unsolved  mys- 
tery in  the  investment  newsletter 
arena.  A  number  of  investors  refuse 
to  listen  to  Charles  Allmon,  despite 
the  fact  that  his  Growth  Stock  Out- 
look has  an  excellent  long-term 
record  according  to  my  llulhert  I'i- 
moicial Digest  count.  Magazines  that 
interview  or  even  quote  him  receive 
letters  from  readers,  outraged  that 
he  is  given  any  attention  at  all. 

Allmon's  alleged  crime  was  turn- 
ing bearish  prematurely.  Envision- 
ing a  drop  in  the  dji  to  as  low  as 
1000,  he  started  building  up  a  large 
cash  position  in  his  model  portfolio 
as  early  as  1986.  That  made  him 
look  pretty  smart  when  the  market 
crashed  in  1987.  But  rather  than 
jump  in  when  the  Dow  was  below 
1800,  he  persevered  in  his  bearish- 
ness  and  has  resolutely  maintained 
a  cash  position  in  excess  of  80% 
during  each  of  the  last  four  years.  He 
currently  is  90%  in  cash,  despite  the 
market's  being  down  nearly  20%. 

Allmon  became  bearish  because 
he  believed  few  companies  were  un- 
dervalued according  to  his  particu- 
lar application  of  fundamental  anal- 
ysis to  growth  stocks.  Allmon  looks 

Mark  Hulbert  is  editor  of  the  Alexandria, 
Va.-based  Hulben  Financial  Digest.  His 
newest  book  is  The  Hulbert  Guide  to  Finan- 
cial Newsletters  (Probus  Publishing). 


for  stocks  with  strong  earnings  and 
revenue  growth  and  whose  prices 
are  relatively  low  according  to  any 
of  several  fundamental  criteria — 
such  as  price/earnings  ratios,  etc. 
While  there  were  many  companies 
with  strong  growth  rates  in  the 
debt-happy  late  1980s,  fewer  and 
fewer  were  fundamentally  cheap. 

Allmon's  large  cash  position, 
therefore,  was  the  natural  conse- 
quence of  his  selling  stocks  as  they 
became  fully  valued  and  finding  no 
suitable  replacements.  Allmon  has 
theorized  that  the  dji  could  fall 
back  to  Its  book  value — which,  he 
points  out,  is  the  level  down  to 
which  the  last  three  bear  markets 
have  fallen.  The  current  book  value 
of  the  Dow  is  about  1400. 

To  be  sure,  Allmon's  bearishness 
was  premature.  Yet  he  remains  one 
of  the  top  long-term  performers.  He 
is  in  first  place  for  risk-adjusted  per- 
formance over  the  last  decade,  for 
example,  and  is  one  of  just  three 
among  those  I  track  in  the  Hulbert 
Financial  Digest  who  have  beaten  the 
s&p  500's  total  return  since  1980. 
And  even  over  the  period  he  was 
prematurely  bearish,  Allmon  didn't 
lag  the  market  by  that  much, 
thanks  to  the  steady  compounding 
of  the  T  bill  interest  he  earned  each 
year.  It  would  take  a  drop  of  only 
15%  or  so  from  current  levels,  with 
the  Dow  at  around  2500,  to  put  All- 
mon ahead  of  the  market  for  the 
period  since  his  bearish  turn. 

Thus,  while  Allmon  has  been 
wrong,  his  "crime"  hasn't  been  par- 
ticularly outrageous.  But  even  if  lag- 
ging the  market  were  a  capital  of- 
fense, it  still  couldn't  explain  why 
investors  so  strongly  object  to  All- 
mon's views.  He  hardly  has  a  mo- 
nopoly on  lagging  the  market,  after 


all.  And  there  are  numerous  other 
advisers  whose  views  remain  popu- 
lar, despite  their  having  lost  money 
during  the  time  Allmon  merely 
didn't  make  as  much  as  the  market. 

Take  Al  Frank,  for  example.  I  cal- 
culate that  the  model  portfolio  in 
his  Pnuk'Ht  Speculator  lost  26% 
since  the  end  of  1986,  in  contrast  to 
Allmon's  32%  gain.  Yet  at  the  re- 
cent Investment  Seminars  Inc.  con- 
ference in  San  Francisco,  at  which 
both  Frank  and  Allmon  spoke,  no 
one  complained  to  me  about  Frank 
the  way  they  did  about  Allmon. 

One  hypothesis  offered  for  All- 
mon's unpopularity  is  that  he  must 
have  lost  his  touch.  Years  ago,  goes 
this  theory,  he  might  have  known 
how  to  beat  the  market,  but  not 
anymore.  To  me,  this  is  investor 
myopia.  Several  advisers  with  ex- 
cellent long-term  records  have 
lagged  the  market  over  the  past  few 
years,  yet  their  views  are  not  dis- 
missed the  way  Allmon's  are. 

Furthermore,  Allmon's  ability  to 
assess  value  remains  strong.  1  calcu- 
late that  a  portfolio  fully  invested  in 
those  few  stocks  he  has  actually 
recommended  over  the  past  several 
years  would  have  easily  outper- 
formed the  average  secondary  stock. 
(So  far  in  1990,  Allmon  has  added 
two  stocks  to  his  model  portfolio, 
both  o-t-c,  Programming  &.  Systems 
and  the  adrs  of  Nestle.) 

The  real  explanation  for  Allmon's 
unpopularity,  I'm  convinced,  is 
simply  that  he  is  so  bearish. 'Most 
investors  would  rather  hear  posi- 
tive, optimistic  news  than  face  All- 
mon's glowering  pessimism.  Even  if 
wrong,  the  vision  of  the  dji  at  4000 
is  so  much  more  reassuring  than  at 
1400.  It  is  hard  to  love  a  bear. 

Allmon's  case  confirms  the  truth 
of  what  several  advisers  over  the 
years  have  conceded  to  me  in  pri- 
vate: From  a  business  and  public 
relations  point  of  view,  it  is  better 
to  be  bullish  and  wrong  than  bearish 
and  right.  Even  if  they  turn  out  to  be 
wrong,  they  explain,  as  long  as  they 
remain  bullish,  they  will  avoid  ever 
becoming  as  unpopular  as  Allmon. 

Needless  to  say,  the  fact  that 
some  of  Allmon's  unpopularity  is 
undeserved  doesn't  mean  that  his 
bearishness  will  necessarily  be  vin- 
dicated. But  it  does  mean  that  his 
views  shouldn't  be  dismissed  just 
because  they  are  unpopular.  Shoot- 
ing the  messenger  is  never  a  good 
policy,  especially  when  the  messen- 
ger has  as  good  a  long-term  record 
as  Charles  Allmon.  ■ 
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As  long  as  we  regard  our  crises  as  unre- 
lated incidents,  we  will  continue  to  be 
blindsided  by  unforeseen  disasters. 

INTERCONNECTED 
CRISES 


By  Asbby  Bladen 


Suddenly  all  of  the  problems  that 
we  Americans  have  been  sweeping 
under  the  rug  for  a  quarter  of  a  cen- 
tury are  becoming  crises  simulta- 
neously. Yet  we  persist  in  regarding 
them  as  unconnected  events.  As 
long  as  we  continue  to  regard  the 
thrift  crisis,  the  debt-propelled 
slump  that  was  clearly  developing 
this  summer,  and  now  the  latest  oil 
crisis  as  unrelated  incidents — just  a 
case  of  one  damned  thing  going 
wrong  after  another — we  will  con- 
tinue to  be  blindsided  by  additional 
unforeseen  disasters. 

Saddam  Hussein  is  an  outlaw  of 
grotesque  proportions.  But  there  is 
no  use  blaming  him  for  all  that  ails 
the  economy.  The  fact  is  that  our 
most  serious  troubles  are  all  trace- 
able to  the  national  financial  poli- 
cies that  inspired  and  supported  the 
great  American  borrowing-and- 
spending  spree  of  the  last  30  years. 

The  original  oil  crisis  1 7  years  ago 
was  caused  by  the  devaluation  and 
floating  of  the  dollar  in  1971.  The 
Arabs'  losses  on  their  dollar  assets 
made  them  realize  that  continuing 
to  sell  a  real  asset — oil — for  U.S. 
lous,  whose  real  value  was  con- 
stantly declining,  was  a  fool's  game. 

Ashhy  Bladen  is  a  financial  consultant  and 
author  of  How  to  Cope  with  the  Develop- 
ing Financial  Crisis 


We  Americans  are  still  in  the  grip  of 
an  illusion — that  government  poli- 
cies encouraging  excessive  and  in- 
flationary borrowing  and  spending 
were  as  good  economics  as  they 
were  good  politics.  But  our  foreign 
creditors  saw  through  that  illusion 
two  decades  ago. 

The  borrowing-and-spending 

spree  was  originally  touched  off  by 
the  new  economics  of  the  Kennedy 
Administration,  which  promised  to 
fine-tune  away  even  mild  reces- 
sions by  a  judicious  combination  of 
fiscal  and  monetary  ease.  That  led 
Americans  to  believe  that  the  risk 
of  going  bankrupt  had  been  dimin- 
ished, while  the  risk  of  inflation 
had  obviously  increased.  Aided  and 
abetted  by  the  tax  code,  they  aban- 
doned the  financial  prudence  of 
their  parents  and  borrowed  more 
and  more  heavily  to  buy  real  things, 
such  as  houses,  as  inflation  hedges. 
And  the  resulting  inflation  led  the 
Fed  to  impose  the  first  credit 
crunch  of  1966. 

For  the  next  23  years  business 
conditions  were  largely  dictated  by 
the  Federal  Reserve's  stop-go  poli- 
cies. Each  credit  crunch  caused  a 
recession  more  severe  than  the  one 
preceding  it,  but  every  time  the  Fed 
backed  off,  the  inflationary  borrow- 
ing and  spending  came  back  stron- 
ger than  ever.  After  the  Fed  relaxed 
following  the  1980-82  crunch,  the 
rate  of  debt  formation  went  through 
the  roof. 

Now  something  different  and 
much  more  ominous  is  happening. 
This  summer,  even  before  Saddam's 
troops  stole  Kuwait,  it  was  becom- 
ing obvious  that  the  U.S.  was  sink- 
ing into  a  credit-contraction  slump 
caused  by  the  declining  confidence 
of  borrowers  and  lenders  alike  that 


outstanding  debts  can  be  repaid. 
The  Fed  cannot  restore  that  confi- 
dence now  any  more  than  it  could 
in  the  1930s,  when  the  financial 
writers  invented  the  cliche  that 
"you  can't  push  on  a  string." 

Of  course,  it  is  better  to  return  to 
financial  prudence  late  than  never 
to  return  at  all.  But  I  am  sorry  to 
have  to  report  that  the  damage  has 
already  been  done.  Far  too  many 
large  employers  have  taken  on  more 
debt  than  they  can  carry,  and  will  go 
bust  unless  the  government  bails 
them  out. 

Falling  confidence  resulting  from 
excessive  debts  was  the  main  cause 
of  the  Great  Depression,  too.  The 
main  difference  between  the  early 
1930s  and  the  early  1990s  is  that  the 
economists  have  finally  convinced 
us  that  the  government  should  bail 
out  everybody  whose  failure  would 
cause  unemployment  or  financial 
losses  for  anybody  else.  Unless  Sad- 
dam Hussein  puts  the  debt-pro- 
pelled slump  on  hold  by  starting  a 
real  shooting  war,  the  Administra- 
tion will  find  itself  in  a  real  bind.  It 
will  be  able  to  prevent  the  slump 
from  turning  into  another  depres- 
sion only  by  bailing  everybody  out 
for  the  account  and  risk  of  the  tax- 
payers. The  inflationary  expecta- 
tions that  will  arise  from  that  will 
turn  U.S.  government  obligations 
into  the  ultimate  junk  bonds.  The 
Treasury  will  have  to  pay  interest 
commensurate  with  the  risk  of  deg- 
radation of.principal. 

And  if  it  comes  to  a  shooting  war, 
the  outlook  is  even  worse.  A  coun- 
try that  persistently  runs  a  big  bal- 
ance-of-payments  deficit  in  peace- 
time, and  whose  government  persis- 
tently runs  a  huge  deficit  in  good 
times,  is  making  essentially  the 
same  mistake  as  a  corporation  that 
hocks  95%  of  its  boom-time  cash 
flow  for  debt  service.  Neither  has 
left  any  prudent  margin  for  unex- 
pected troubles. 

The  Fed  relaxed  its  last  credit 
crunch  in  1982,  and  we  have  gone 
on  trying  to  borrow  and  spend  our- 
selves rich.  Since  then  I  have  been 
warning  that  sooner  or  later  our 
government's  commitment  to  bail- 
ing everyone  out  of  his  financial 
troubles  would  cause  a  new  peak  of 
interest  rates  surpassing  the  15'/4% 
on  long  Treasury  bonds  in  1981. 
Now  the  dumping  of  an  interna- 
tional military  crisis  on  top  of  our 
domestic  financial  one  suggests 
that  the  peak  will  come  sooner  rath- 
er than  later.  ■ 
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FORBES  MARKET/ 


FRANCHISES 


Franchise 

your  business! 

A  Seminar  for  business  owners  and  C.E.O.'s 


More  and  more  businesses,  large 
and  small,  are  expanding  through 
franchising.  If  your  successful  busi- 
ness system  can  be  taught  to  others, 
you  should  consider  the  franchise 
alternative.  Attend  this  all-day  semi- 
nar conducted  by  the  only  manage- 
ment consulting  firm  that  has  helped 
500  businesses  become  franchisors. 


Topics  include 
•Franchise  cntena       •Earnings  potential 

•  Marketing  methods    •  Growth  potential 

•  Legal  requuemenis     •Development  costs 

Tuition  SI 45    •    Gioup  rates  available 
Call  for  reservations 


Seminar  Locations 


Atlanta  Sept  1 1 
Boston  Sept  14 
Chicago  Sept  26 
1^8  Vegas  Oct     19 


,„.  . „i„.  r^,.  ic  San  Diego             Oct     19 

Los  Angeles  Oct  6  gan  Francisco     Oct     15 

Niwvn,.       l!n  T  San  Jose               Oct     15 

New  York       Sept  1 3  Washington,  DC  Sept   1  2 


Can't  attend?  Call  or  write  tor  information  on  franchising  your  business 


1-800.877-1103 

francorp' 


New  York     237  ParK  Aueiiuf  •  N.'.-.   v„,t    ny  i0017  •  (212)  922-3600 

Chicago     20200  Governors  Dn«e  •  Oiympid  Fields   IL  60461  •  (708)  4S1.2900 

Los  Angelem     6033  W   Century  Blvd    •  Los  Angeles   CA  9004S  •  (213)  338-0600 


BUSINESS  OPPORTUNITIES 


BUSINESS  SERVICES 


REPOSSESSED  VA  &  HUD  HOMES 

available  Irom  governmenl  from  $1  wilhoul  credit 
check  You  repair  Also  drug  seizures  and  tax 
delinquent  foreclosures  CALL  (805)  682-7555 
EXT  H- 1030  for  repo  list  your  area 


SEIZED  CARS — Porsche  Ferrari,  Vette, 
etc  Trucks,  boats,  4-v»heelers,  TV's,  stereos, 
furniture  by  Drug  Enforcement  Agency,  FBI,  IRS 
Unbelievable  bargains  on  lale  models  Available 
your  area  now  Call  (805)  682-7555  EXT  C-1031 


CEI  I    YflllR  Brokers/Owners -list 


in  Japanese  MLS- 


DQflDCDTV  'yP^  service  Reach 
■  nWrCni  I   1000's  of  Brokers/ln- 

mlAQAU  vestors/Corporations 
tIMiMIl  in  Japan  Free  trans- 
lation/typesetting Also  display  ads,  brokerage/ 
agency  services,  consulting,  marketing,  trade- 
stiows  NO  COMMISSION 

Hori  a  Bunker  1-800-USA-2111 


to  ^^o 


■  The  easiest  viray 

PLACE  YOUR  ADS 

in  any  maior  newspaper,  trade 

publication  or  magazine 
CALL  1-800-522-4-ADS 

(1-800-522-4237) 

CLASSIFIED 
AD  BUREAU 

24  hour  fax:  212-764-2934 


We  accept  L^j  mS^    '~~' 
cut  out  and  retain  for  future  use 


EXPOSE  YOURSELF!  To  an  ex 
ploding  company  paying  lop  execs  5  &  6 
figure/mo  incomes.  Now  opening  na- 
tional and  international  inarkets  Will  de- 
velop 5  leaders  lo  lop  exec  positions. 
Training  program  provided  If  you  desire 
to  capitalize  on  a  momentum  boom  call 
1-800-326-3165 
24  tir  message. 


CAUGHT! 

Employee  theft,  drug  use  with 

concealed  video 

by  Sperry- Vision  Corp. 

Call  for  FREE  VHS  tape 

and  information. 
Mr  Kelly  1-800-ROBBERY 


POSITIONS  AVAILABLE 


C APITAUIN Vt  JTMENT 
OPPORTUK  TIES 


II 


VERSEAS  CAh  iTAL 

Equity  or  debt  tor  corporate  .  -al  estate 
and  venture  funding  Also  lo.ins  or  pur- 
chase of  restricted  public  stock  $S00K 
to  $25  million  No  front  fees  We  are  .i 
direct  capital  source  Send  proposal 
;     to  Mrs  Rus'io 

Pan-Global  Securities 

;  Box  6989,  Panama  5.  R  P 

■  Tel:  507-27-2055     Fax:  507-27  2059 


Executive  Director:  E  KY  Econ.  Dev.  & 
Jobs  Creation  Corp.  New  43-Co.  Agency 
Estab  by  KY  General  Assy  Exec 
Dir  =  Leadership  initiatives  for  Corp's 
work;  Hire  &  direct  staff;  Manage  Budget. 
Fundraise  Liaison  W/Busi.  Govts.  Appli- 
cant =  Upper  Level  mgmt  exper  Resume 
by  9/1.  Sal  50K  +  .  Bill  Weinberg,  Cfi., 
EKED&JCC  PO.  7190  Hazard  KY  41702 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren  212-620-2440 


CORPORATE  ITEMS 


Save 

50% 


FREECERTIFICATESa 


'1 


AWARD  PLAQUES  WHOLESALE 

Perfect  award  to  show  appreciation  anc  ^ 
recognition  for  donors,  employees, 
salesmen,  members  and  at  meetings, 
conventions. 


SEND  FOR  FREE  COLOR 
BROCHURE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  NUMBER  205-349-3765 
Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 
Tuscalix)sa,  Alabama  33403 


FINANCIAL  SERVICES 


Introductory  Trial 

Value  Line 
Only  $60 


An  introductory  subscription  to  The 
Value  Line   Investment  Survey 

brings  you  the  2000-page  Investors 
Reference  Service — ^Value  Line's  most 
recent  reports  and  ratings  on  1700 
stocks.  You  will  also  receive  analyses 
of  about  130  stocks  each  week  for  10 
weeks  for  $60.  Available  only  once 
every  two  years  to  any  household.  30 
day  Money-Back  Guarantee. 

SCall  Toil-Free 
1-800-633-2252 

(Ext    2686-DepI    916  E17) 

American  Express,  MasterCard  or 
Visa.  7  days  week,  24  hrs.  a  day. 

BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance  i 

Ratings  of  all  NYSE  ' 

stocks  show  200  ex 

tremely  vulnerable 

stocks  (rated  8  or  9) 

-including  some  very  | 

famous  names - 

which  I  believe  could 

"take  a  bath."  I'll  rush  „.dtim  7\jurir 
youthePerformance'^*''T'NZWEIG 

Ratings  ($39  value)  as  a  bonus  with 
your  subscription  to  TheZweig  Fore- 
cast Time  IS  crucial. 

Three-Month  Trial  $50  One  Year 
$245  Visa  or  MC  1-800-633-2252 
Ext  9064 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  N.Y.  11710 


Vanguard  Investors 


Unsure  about  your 
Vanguard  Investments? 

The  National  Association  of  Mutual 
Fund  Investors  can  help.  NAMFl  is 
the  independent  association  of 
Vanguard  shareholders  and  is 
devoted  exclusively  to  Vanguard 
mutual  funds.  Members  receite 
monthly  Vantage  Point  newsletter 
reports  and  much  more.  Call  or 
write  for  full  details:  National 
Association  of  Mutual  Fund  Inves- 
tors, Suite  195,  2927  W.  Liberty 
Ave.,  Pittsburgh,  PA   15216. 

1-800-628-2828,  Ext.  597 


■      IBV 

I 


FINANCIAL  SERVICES 


l\CI 


INVEST  INTELLIGENTLY 

Save  ct>stly  muluitl  fund  sales  charges  am 
expenses.  The  Investors' Guide  will  leadyoi 
through  the  mutual  fund  maze.  It  profiles  4'  :  '^^ 
high-performing,  mostly  no-load  equit;  "™' 
funds  with  low  expenses.  For  Guide  sent  ^^ 
$25  1(1  Mutual  Fund  Research,  .1521  SW  '^" 
Archer  Road.  Suite  52.  Gainesville.  FL 
12W)8 


MISCELLANEOUS  FOR  SALI  m 


INVESTMENT  GEMSTONES 
GUARANTEED  LIQUIDITY!! 

We  buy  &  sell  Diamonds  and  all  Precio 
Gemstones  Free  wholesale  catalog  sin 
1967!  Member;  Jewelers  Board  of  IVade 
Chamber  of  Commerce. 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville.  Kentucky  42345 

TOLL  FREE  1-800-626-8352 


EDUCATIONAL  SERVICES 


FULLY  APPROVED  UNIVERSITY 
DEGREES!  Economical  home  .study 
for  Bachelor's,  Master's,  Ph.D.,  fullyftasui 
approved  by  California  State  Dept, 
of  Education   Prestigious  faculty 
counsels  for  independent  .study  and 
life  experience  credits  (5000 
enrolled  .students,  400  faculty). 
Free  Information  -  Richard 
Crews,  M.D   (Harvard),  President, 
Columbia  Pacific  University,  Dept 
M)\6   1415  Third  St.,  ,San  Rafael, 
CA  94901-    Toll  free:  (800)  227- 
0119;    CA:   (800)  552-5522;  or 
(415)  459-1650 


iior; 


nfliii 


•TIF 


FREE  COLLEGE  TAPEi 


•  EXTERNAL  DEGREES • 

Business  &  Public  Administration. 

Criminal  Justice  Mgt .  Theology,  LAW 

Financial  aid  available 

TOLL  FREE  24  hr«.  (800)  7S9-000$|)li(i 

LA  SALLE  UNIVERSITY 

Mandeville,  LA  70470-4000 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  OOCTORATE 

For  Wor1(  Lite  and  Academic 

tjpenence  No  Classroom 

Attendance  ReQuim) 

Call  (213)  471-030( 

Ouulde  California 

1  •  800-423-3244 

or  s«nd  detailed  resume 

lor  Free  Evalualior^ 

Pacific  Western  University     ■ 

365  Canal  St   #2300,  Oepi  185. 
Nev»  Orleans,  LA  70130  Ptione  800423-3244     . 


II 


INVESTMENT  AUTOMOBILES 


WINE  CELLARS 


tingi: 


-3-3;i 


'    YOU  CANT  DRIVE  STOCKS 
IND  BONDS  AROUND  THE  BLOCK 


'  But  you  can  drive  a  Classic,  Luxury  or  Exotic  car.  AND  YOU  COULD  MAKE  FAR 
ORE  MONEY  OFF  OF  ONE.  If  you  had  purchased  certain  automobiles  worth  $100,000 
'  1985  shown  in  the  duPont  Registry,  today  the  cars  could  be  worth  in  excess  of 
00,000.  AND  YOU  WOULD  HAVE  HAD  A  LOT  OF  FUN  DRIVING  THEM.  Look  into 
See  thousands  of  automobiles  offered  for  investment  in  4-color  photographs,  with  fac- 
il  details.  Subscribe  to  the  world's  marketplace  of  fine  cars. ..the  duPont  Registry. 
,pthing  but  the  pictures  and  facts  to  invest  on.  $39.95  buys  a  year's  subscription  (12 
mthly  issues).  PO.  Box  25237,  Tampa,  FL  33633-0243. 


aU  1-800-233-1731 
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REAL  ESTATE 


JINTANA'S  PREMIER  FISHING 

,NCH.  Situated  on  the  banks  of  the 
Hole  River,  this  ranch  is  a  fly 
lerman's  paradise.  Extending  along 
D  and  a  half  miles  of  the  Big  Hole 
er  and  another  mile  and  a  half  of 
Wise  River,  the  ranch  boasts  its  own 
sl-rate  spring  creek.  Bordering 
tional  forest  land  on  the  south  end, 
ranch  encompasses  2,300  acres 
ich  stretch  across  the  valley  bottom, 
cated  only  35  paved  miles  from  a 
ijor  airport,  it  features  an  architect- 
signed  home  perched  on  a  bend  of 
;  river.  It  commands  a  spectacular 
of  the  river  and  surrounding 
:)untain  peaks.  The  package  also 
.-ludes  eight  guest  cabins  and  a  full 
mplement  of  working  improvements 
both  guest  and  agricultural 
leralions.  Combining  superb  fishing, 
cessibility  and  aesthetics,  it  is  in  a 
iss  by  itself. 

ADISON  VALLEY.  Located  at  the 
nfluence  of  the  Madison  River  and 
mountain  stream,  with  lush 
'erbotiom  meadows,  this  ranch  has  a 
mplele  set  of  improvements.  It  offers 
ipressive  views  of  Sphinx  Mountain 
id  the  Madison  Range,  plus  views  of 
alerfowl  and  wildlife  along  the 
fii|]||;asured  Madison  River.  Easy  access 
om  Ennis  and  Bozeman. 
ompetitively  priced. 

Dntact  exclusive  agent  for  sellers:  Hall 
id  Hall,  Inc.,  P.O.  Box  1924,  Billings, 
lonlanaS9103.(406)2S2-215Sor(406) 
i7-3090. 


TIREMENT  COMMUNITIES 


'-'''""^"■■li'-m 


I  -e-It-Up  Down  in  South  Carolina! 


lEES 


m 


I  Kctircnicnii!!<Rcl()catiun 


idt  and  free  ^cnlo^s  Tax  Mn )c hurc  1> i  sludy 
facts,  compart-  the  value  then  plan  a  inp. 
Send  a  $5.00  check  to: 
Retirement  Communities  Association 
>  Hox  5027  ( Rm  F)  ♦  Columbia.  SC  29250 
idem  Committed  To  Quality.  Sen'ice.  Inlegrily 


COMPUTERS 


REE 


imflRYmflc 


NDUSTRIESINC 


Our  14th  year  of  DISCOUNTS 

Tandy*Computers 
Radio  Shack'^  Products 
Toll  Free  800-231-3680 
1 1  Katy  FV17.  Katy(Houston)  TX  77450 
13-392-0747  Fax  (713)  574-4567 


MERCHANDISE 


STOP  SWEAT 
6  WEEKS 


i 


UNDERARMS 


DRIONIC-  -  tfie 
heavy  sweater's 
answer  to  costly,  em- 
barrassing sweat. 
Treatment  with  elec- 
tronic Drionic  keeps 
these  areas  dry  for  6 
week  periods.  Try 
doctor  recommena- 
ed  Drionic  for  sweat 
control  unequaled  by 
any  other  method. 
Sate  &  effective  say 
10  medical  books.  To 
order,  specify  under- 
arms, hands  or  feet  & 
send  $125.  ea.  pair. 
CA  res.  add  6%  tax. 
45  DAY  MONEY  BACK  GUAR 
GENERAL  MEDICAL  CO.  Dept.  FOB-35 
1935  Armacosi  Ave  .  Los  Angeles.  CA  90025 
Phone  orders-MC/Visa-800  HEAL  DOC 


FEET 


EXECUTIVE  GIFTS 


!!  CASHMERES  !! 

And  Lots  Ot  Othec  Goodies  '  ffee  Brochure,  Map' 

WHEN  IN  SCOTLAND,  COME  ON  IN! 

or  wnte,  phone,  or  lax 

all  maior  cards  accepted 

Phone:  01 1-44-334-72366  (24tirs) 

Fax:  76416 

ST.  ANDREWS  WOOLLEN  MILL, 

ST.  ANDREWS,  SCOTUND 

(Yes.  were  right  here  on  the  18th  Green' I 


HISTORICAL 
REPRODUCTIONS 


PRINTING  SERVSES 


PRIN^T^N  ASIA- 
SAVE  THC.  -.^ND$! 


y'ji;j(i;i!ili' 


WiNECELLARS-  USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models 
Handmade  Wood  Cellars  Your  cost 

29b  Bottle  Credenza      Ret:  $  2795 
440  Bottle  Capacity  2495 

700  Bottle  Capacity  3495 

Designer  Models  -  Not  Handmade 


Viss/MC/AmEx/Discover 


40  Bottle  Glass  Door 
60  Bottle  Glass  Door 


$  599 
749 


FurVault  holds  about  8  Furs  $3495         $  1895 


Custom  Cellars  &  Racking  Systems  -  Call  For  Caralog 

134  W  131ST  St.  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


CORPORATE  ITEMS 

100%  Cotton/ Your  Logo!  — 
Better  Than  Lacoste  or  Ralph  Lauren! 


Our  100%  Cotton,  American  Made  polo  shirts,  custom  embroidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time!  Minimum  order  just  1 1  shirts,  for  a  price  hst  and  catalogue 


please  call: 


1-800-274-4787 
The  Queensboro  Shirt  Company 

Dept  F9,  119N  Ilth  St.,  Greenpoint,  NY  11211 


RESIDENTIAL  ELEVATOR 


EXECUTIVE  GIFTS 


The  "vanishing  elevator" 
made  exclusively  lor  the  home. 


mjnivator 

■  H6SI0ENTIAL  ELEVATOR 

FREE  CATALOG 

AMERICAN  STAIR-GLIDE  CORPORATION 

DEFT  FOR.OSSO 

GRANDVIEW.  MISSOURI  64030 

1-800-383^100 


THE  ULTIMATE  CHAIR 
for  a  stress-free  workday! 


Our  leather 

office  chair 

reclines! 


DdCKC^aver  1.800.251-2225  oi  write 

53  Jcffiey  Ave.,  Dept.  F.62.  Holliston.  MA  01746 

In  MA  508-429-5940 


FASHION 


j  Dresses  For  Success 

Executivesuits.  elegant  dresses,  conlenn 

porary  sportswear,  and  evening  dresses 

I  tool  For  a  great  image  during  and  after 

'pregnancy  Catalog  with  swatches  and 

fit  guide  $3,  refundable  with  order 

Visit  our  stores  in:  Atlanu. 

Ariinglon  Hts.,  IL,  Baltimore,  Boston, 

Chariotte,  NC  Chicago.  CleveUnd, 

'    Dams,Denvet,fairOaksMalL  VA.Fl. 

Laud«rdal«,  Hanisburg.  PA,  Hanford, 

''  CT,  Houston.  King  of  Prussia.  PA,  Los 

Angeles,  Memphis.  TN.  Minneapolis, 
New  Orleans,  New  YoA,  Palo  Alio,  CA. 
PhUadelphia,  Pittsburgh.  Princeton,  N.I., 
I   Rochester,  MN.  St.  Louis.  San  Frandsco, 
■angeCounty.  CA.  Stamford,  CT.  Wash- 
jton,  D.C,  Pfione  215  025-0151 
1  M)9  Nubk-  Street,  Sth  Floor  , 
Dept   FOQl,  Phiia,  PA  19123 


TE-AMO  CIGARS 

CALL  1-800-672-5544 
(NY  State:  212-221-1408) 


imth4(H>agaDl(caunt  Catalog -FflS  - 

I   Coll/write/FAX...we'll  send  FREE  o3-Paclioi  ■ 

new  Te-Amo  Park  Avenues  {iVt",  42  RGj  | 

Iworlh  $6.00.   You  poy  S2  lo  cover  StH,  . 

charged  to  Visa  or  MCard.  All  to  Introduce  a  I 
?|reat  new  Te-Amo  shape  and  the  best  place 

or  you  to  buy  at  distount  fresh,  perfect  Don  I 

Diege,  H.  tjfimonn,  Cobanes,  Henry  Clay,  Prima  * 

-   Del  Key,  ANY  lap  krandl  _ 

I     FAMOUS  SMOKE  SHOP  ■ 

-55  W.  39th  St. ,  New  York,  NY  10018  g 

Offer  expires  Oct  31 ,  1990  •  F-05-01 

Fbrbes:  Capitalist  Tool® 
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Streetwalker 


Edited  by  Thomas  Jaffe 


Full  of  bulls 

Streetwalker  has  heard  so  much 
bearish  sentiment  from  investors 
during  this  August's  Saddam  Hussein 
market  that  we  started  to  wonder  if 
there  were  any  bulls  left.  If  not,  you 
can't  ask  for  a  much  better  signal  that 
it's  time  to  buy  stocks. 

Alas!  The  woods  are  still  full  of 
bulls.  Market  analyst  Robert  Ritter,  of 
Ladenburg,  Thalmann  &.  Co.,  looked 
at  the  week  ended  Aug.  24;  he  was 
amazed  that  one  poll  he  follows  put 
the  bulls  at  33%,  the  bears  at  48% 
(the  rest  are  fence  sitters).  Says  Ritter: 
"Negative  sentiment  is  still  too  low 
to  indicate  a  contrarian  bottom."  Be- 
fore he'll  make  such  a  call,  cither  the 
bears  must  number  around  S,S"/..,  or 
the  bulls  lower  than  307... 


Building  up  the  reserves 

In  the  late-August  week  when  oil 
prices  spiked  over  the  $30-a-barrel 
mark,  the  word  in  London  was  that  an 
exploration  team  working  for  New 
York-based  Amerada  Hess  had  discov- 
ered another  large  crude  oilfield  in  the 
North  Sea  near  the  Shetland  Islands. 
Production  potential:  200,000  barrels 
a  day.  Hess,  one  of  the  few  remaining 
independents  with  substantial  oil  and 
gas  reserves,  remained  mum.  At  its 
current  stock  price,  it  has  no  reason  to 
trumpet  its  undervalued  and  growing 
reserves. 

In  the  North  Sea,  Amerada  (1989 
revenues,  $5.9  billion)  now  has  nearly 
I  billion  barrels  of  proven  oil  and  oil- 
equivalent  natural  gas  reserves.  It  has 
another  500  million  barrels  in  the 
continental  U.S.,  Canada  and  the  Gulf 
of  Mexico.  According  to  estimates  by 
Philip  Lambert  of  the  British  invest- 
ment bank  Kleinwort  Benson,  Amera- 
da's  breakup  value,  assuming  an  oil 
price  of  $20  a  barrel,  is  $98  a  share. 
Amerada's  current  market  value:  just 
over  $50  a  share.  For  each  $1  rise  in 
the  oil  price  above  $20,  1990  revenues 
will  rise  by  $36  million. 

Leon  Hess,  now  76,  formed  the 
company  in  1969  by  merging  his  fami- 
ly's Hess  Oil  &.  Chemical  Corp.  with 
Amerada  Petroleum.  During  the 
1980s,  while  many  of  his  larger  com- 
petitors were  betting  on  oil  below  $20 
a  barrel  at  least  through  the  year  2000, 
Leon  Hess  gambled  on  a  far  quicker 
rise  in  the  price.  In  the  last  two  years 
Amerada  spent  $2.7  billion,  or  93%  of 
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its  total  capital  expenditures,  on  ex- 
ploration and  related  operations.  Its 
North  Sea  reserves  bear  an  average 
acquisition  cost  of  around  $3  a  barrel. 

For  any  of  the  major  American  oil 
companies  looking  to  build  up  re- 
serves in  the  North  Sea,  Amerada 
must  look  increasingly  tempting. 
Amerada  would  make  an  especially 
good  fit  for  U.S.  majors  like  Texaco, 
Chevron  and  Atlantic  Richfield,  all  of 
which  have  relatively  small  holdings 
in  the  North  Sea. 

Would  public  shareholders  object? 
Probably  not.  The  stock  didn't  do 
much  during  the  1980s,  and  Leon 
Hess  has  preferred  making  heavy  in- 
vestments to  paying  out  generous  div- 
idends (current  yield,  1%).  But  hostile 
bidders  beware:  Together  with  family 
members  and  various  insiders,  Leon 
Hess  controls  17%  of  Amerada's  80 
million  shares. — Peter  Fuhrman 


MCA  without  a 
takeover  tale 

W'  hen  the  stock  of  mca  Inc.  recent- 
ly fell  to  36%  in  the  teeth  of  the 
recent  selloff,  analyst  Jeffrey  Logsdon 
of  Los  Angeles'  Seidler  Amdec  Securi- 
ties noted  that  the  company  was  sell- 
ing at  the  cheapest  p/e  it  has  carried 
since  1983 — barely  13  times  the  $2.85 


Ra\  Fairall'Phol.i 


a  share  he  estimates  the  entertain- 
ment company  will  earn  this  year.  It 
was  also  the  first  time  in  a  long  while 
that  the  74  million  NYSE-listed  shares 
didn't  have  some  sort  of  takeover  pre- 
mium built  into  their  price.  As  one  of 
the  few  major  diversified  leisure  and 
entertainment  outfits  still  indepen- 
dent, mca's  name  crops  up  frequently 
as  a  potential  target. 

Now  that  the  stock  has  recovered  to 
a  recent  42  Vi,  does  Logsdon  still  like  it 
on  fundamentals?  The  answer  is  yes. 
MCA  has  lately  been  shouldering  its 
equity  share  of  the  losses  racked  up  by 
Cineplex  Odeon,  the  troubled  theater 
chain  it  owns  nearly  50%  of.  (In  1990 
Cineplex'  red  ink  may  translate  to  as 
much  as  35  cents  per  mca  share.) 
Logsdon  thinks  this  has  to  a  degree 
masked  the  continued  success  of  Uni- 
versal Pictures,  a  leading  producer  of 
movies  and  tv  shows,  mca  scored  a 
coup  this  year  when  it  paid  the  equiv- 
alent of  $550  million  in  preferred 
stock  for  record  producer  David  Gef- 
fen  Co.  It  also  owns  wwor,  an  inde- 
pendent New  York  area  tv  station, 
and  has  a  50%  stake  in  cable's  usa 
Network.  Both  are  profitable. 

One  question,  near  term,  could  be 
theme  parks.  After  attendance  gains 
last  year,  thanks  to  a  new  Earthquake 
attraction,  business  at  the  Universal 
Studios  Tour  in  California  is  off 
slightly  in  1990.  mca  also  owns  50% 
of  a  recently  opened  park  in  Orlando. 
There  the  rides  draw  high  marks,  but 
some  are  not  yet  running  at  full  capac- 
ity because  of  mechanical  problems. 

Still,  Logsdon  doesn't  think  mca 
will  have  any  problem  earning  $2.85  a 
share  this  year,  and  as  much  as  $3.25 
in  I99I.  He  says  it's  a  buy — on  funda- 
mentals, not  takeover  talk. 


Universal  Studios  Florida  theme  park 
Ride  the  fundamentals. 


They  agreed 

Iast  issue  Streetwalker  reported  that 
I  cash-rich  Penn  Central  Corp. — 
then  at  2378  on  the  Big  Board — was  an 
uncommonly  good  bargain.  The  com- 
pany planned  to  buy  back  6  million 
shares,  or  9%  of  its  common,  at  $26 
apiece.  The  cost  would  have  come  to 
$156  million.  Penn  Central  said  it 
would  spend  an  additional  $39  mil- 
lion if  the  offer  was  oversubscribed,  in 
order  to  repurchase  1.5  million  more 
shares. 

Then  the  market  went  deeper  into 
the  tank.  Recent  share  price:  22.  So 
the  company  has  amended  its  offer — 
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it  now  wants  to  repurchase  10  million 
shares  at  $23  a  share.  Cost:  $230  mil- 
lion. And  that  would  still  leave  the 
company  swimming  in  roughly  $800 
million,  or  about  $13  a  share,  of  cash. 
We  liked  the  stock  then;  we  like  it 
even  better  now. 


Bilzerian's  revenge 

Junk  bond  holders  aren't  the  only 
investors  who  were  savaged  by  the 
takeover  ghouls  of  the  Eighties.  Pre- 
ferred shareholders  of  Singer  Co.  are 
still  reeling  from  raider  Paul  Bilze- 
rian's 1988  acquisition  of  the  defense 
contractor.  The  preferred  holders  say 
they  should  have  been  bought  out  at 
100  cents  on  the  dollar.  But  the  mus- 
tachioed manipulator  offered  them 
not  a  penny.  Adding  insult  to  injury,  a 
federal  judge  stopped  Singer  from  pay- 
ing the  $3.50  annual  dividend  on  the 
preferred  because  of  other  judgments 
against  the  company.  The  preferred 
paper  traded  in  the  40s  when  Bilzerian 
was  pursuing  Singer.  Recently,  the 
bid  was  a  paltry  12. 

Bilzerian  has  since  been  convicted 
on  nine  felony  counts  and  sentenced 
to  four  years  in  the  slammer;  he's 
currently  free  pending  appeal.  Singer 
has  changed  its  name  to  Bicoastal 
Corp.,  and  Bilzerian  no  longer  is  chair- 
man. But  the  company  filed  for  Chap- 
ter 1 1  last  fall  amidst  a  complex  web 
of  legal  problems. 

But  now  Singer/Bicoastal  has  belat- 
edly thrown  preferred  holders  a  bone. 
Current  owners  of  the  1.43  million 
preferred  shares  are  to  be  offered  a 
new  subordinated  note  with  a  face 
value  of  $19.75,  plus  $2.63  in  cash. 
The  five-year  notes  will  bear  a  coupon 
of  18% — if,  that  is,  Bicoastal  ever  es- 
capes Chapter  11.  The  settlement  is 
up  for  review  this  month  before 
judges  in  both  Florida  and  New  Jersey. 

Carps  one  preferred  holder:  "Every- 
thing has  to  go  right  in  this  company 
for  us  to  get  paid,  but  we  don't  really 
get  the  benefits  if  things  work  out." 

Streetwalker  couldn't  find  an  ana- 
lyst who  either  followed  the  preferred 
issue  or  had  reviewed  the  new  deal. 
Perhaps  it's  just  as  well.  Bicoastal  will 
be  lucky  to  make  good  on  an  18% 
coupon  when  so  many  companies 
have  found  payouts  that  steep  to  be 
unsustainable. 

Time  was,  preferred  stock  was  a 
safe  haven  for  investors.  But  during 
the  1980s  financiers  like  Paul  Bilze- 
rian found  ways  to  make  safe  paper 
more  risky  before  most  investors 
could  figure  out  what  was  going  on. 
— Eric  Schmuckler  and  Jason  Zweig 
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IN  PARADISE 

An  island  paradise  that  offers 
Jr\.  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
'  Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $2,400 


M.m-'' 


per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 
For  information  please  write: 
Fiji  Manager 
Attn:  Errol  Ryland 
Fort  Garland,  CO  81 133 
or  call  (719)  379-3263  9018 


Showcase  Your  Annual  Report  in 

Forbes 

FALL  ANNUAL 
REPORT  PORTFOLIO 

V 

\  . 

V 

The  Number  One  Choice  of  Investor  Relations  Professionals 

Appearing  in  the  November  26,  1990  issue 
Closing:  September  29,  1990 

Make  your  company's  most  important  document  visible  to  active 
institutional  and  private  investors— the  2.3  million  affluent  readers 
of  FORBES.  Together,  FORBES'  subscribers  own  over  $56  billion  in 
corporate  stocks  and  they  use  annual  reports  when  determining  a 
company's  investment  potential. 

Reader  service  cards  bound  into  the  Fall  Annual  Report  Portfolio 
help  you  generate  a  highly  qualified  list  of  prospective  investors. 

For  more  information  contact: 

Sarah  Madison            Virginia  Carroll 

(505)  275-1282/3         (212)  620-2339 

Sources:  Mendelsohn  Media  Research,  1989/Don  Bowdren  Associates,  1990 

243 


Making  its  debut... 

FORBES' 

New  Lifestyle  Quarterly 
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'T/^e  most  precious 
commodity  the  FORBES 
reader  has  is  time,  and 
most  precious  of  all  is 
his  leisure  time.  We're 
going  to  guide  him 
and  her— toward 
the  best  use 
of  that  time." 


Christopher  Buckley 
Editor:  FORBES  FY! 
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''The  look  will  be 
glamorous,  attractive 
-even  sexy." 


Robert  Forbes 
President:  FORBES  FYI 
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FORBES  FYI  is  the  "executives  guide  to  the  good  life." 

It's  written  with  spirit,  wit  and  a  sense  of  sophistication  that  you  won't 

find  anywhere  else.  But  that's  something  you'll  be  able  to  see  for  yourself. 

And  soon.  Because  subscribers  to  FORBES  will  receive 

the  October  1  issue  of  FORBES  ^;?^  FORBES  FYI.  So,  just  for  your 

information,  keep  your  eyes  peeled  for  that  little  extra  something  on 

its  way  to  your  mailbox. 
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liS^^^iaHE^B  Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change " 

Items  from  past  issues  of  Forbes 


ISeventy  years  ago  in  Forbes 

(From  the  Lmte  uf  September-  18,  1920) 
"This  year  there  is  need  to  work.  Any 
slacker,  any  sleepyhead,  any  drone 
could  get  by  during  the  last  two  or 
three  years,  when  help  of  every  kind 
was  at  a  premium.  But  conditions 
have  changed.  Competition  is  being 
restored,  competition  for  jobs  as  well 
as  for  orders.  There  are  now  both  ne- 
cessity and  opportunity  for  the  exer- 
cise of  every  ounce  of  energy  and  abil- 
ity we  possess." 

"Airplane  mail  service  between  the 
U.S.  and  Cuba  will  be  inaugurated 
this  fall.  The  contract,  made  between 
the  government  and  the  Florida-West 
Indies  Airways  Co.,  calls  for  daily 
transportation  of  mail  between  Key 
West  and  Havana  for  one  year  from 
Oct.  15." 

(Sixty  years  ago 

(From  the  issue  of  September  15,  19  W) 


Miniature  gulfu'as  about  the  only  hot 
new  industry  as  the  Depression  loomed 


"The  expected  is  happening  tariff- 
wise.  Almost  every  nation  of  the 
world  is  incensed.  President  Hoover's 
signature  was  hardly  dry  on  the 
Smoot-Hawley  mongrel  measure  be- 
fore foreign  countries  instituted  repri- 
sals. Italy  promptly  imposed  a  virtual 
embargo  on  low-priced  American 
automobiles.  Other  European  nations 
began  to  consider  how  to  hit  back 
[and]  cripple  exports  from  the  U.S." 


Fifty  years  ago 

(From  the  issue  of  September  15,  1940) 
"Except  for  recent  signs  of  life  in  the 
stock  marker,  the  latest  fortnight 
brings  no  significant  change  in  busi- 
ness activity.  Meanwhile,  the  Depart- 
ment of  Commerce  reports  that  1940 
income  payments  to  individuals 
through  July  were  $41.6  billion,  high- 
er than  in  any  [like]  period  since  1930." 
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The  name  sciys  I'ciii  Am,  hut  the  Ix'/icojilcrs  real  Imeci^^c  is  Vuiiuini 


"Early  this  month  the  first  full-color 
television  was  demonstrated  by  the 
Columbia  Broadcasting  System  in 
New  York  City.  According  to  Dr.  Pet- 
er Goldmark,  CBS'  chief  television 
engineer  and  inventor  of  the  process, 
the  colors  are  not  'streamed'  through 
the  air  as  are  sound  and  pictures.  Fil- 
ters (red,  green  and  blue)  are  utilized 
at  the  transmitter  and  the  receiver  to 
'pick  out'  the  hues." 

Twenty-five  years  ago 

(From  the  uaite  of  September-  15.  19651 
"The  New  York  World's  Fair  fared  far 
from  well  and,  in  saying  farewell  to  it, 
we  are  saying  good-bye  not  only  to 
this  mammoth  spectacle  but  very 
probably  to  any  such  huge  affair  for 
years  to  come.  .  .  .  Even  the  enor- 
mously successful  exhibits — CM, 
Ford,  IBM,  GE,  Coca-Cola,  Pepsi- 
Cola,  Johnson's  Wax,  Travelers  Insur- 
ance, Illinois,  Spain,  the  Vatican  Pa- 
vilion— found  their  dollar  cost  per  vis- 
itor was  far  in  excess  of  budgeted 
anticipations.  Inordinate  labor  union 
charges  have  made  many  a  country 
and  company  resolve  'never  again'  on 
large-scale  world-fair  participation." 

"Hardly  a  company  president  is  now 
alive  who  has  not,  at  one  time  or 
another,  considered  moving  his  com- 
pany's office  from  the  city  to  subur- 
bia— or  even  to  exurbia.  .  .  .  An  im- 
pressive number  of  companies  have 
made  the  move  and  have  been  happy; 
others  have  made  it — to  their  regret — 
and  have  moved  back.  By  far  the  larg- 
est number  of  companies  decided,  af- 
ter consideration,  to  stay  where  they 
were." 


Ten  years  ago 

(From  the  Lssue  of  September  15,  1980) 
"It  was  billed  as  a  staff  luncheon  cele- 
brating Malcolm  S.  Forbes'  61st  birth- 
day, but  the  company's  boss  had  more 
on  his  mind  than  simply  marking  the 
all-too-fast  passage  of  time.  Speaking 
with  (for  him)  unusual  solemnity  .  .  . 
Malcolm  finally  came  to  the  punch 
line:  As  of  that  day,  Aug.  18,  he  was 
giving  up  the  presidency  of  this  com- 
pany. A  scant  hour  earlier  the  board  of 
directors  had  elected  Malcolm  S. 
(Steve)  Forbes  Jr.  president  and  chief 
operating  officer  of  Forbes  Inc." 


Tljree  Forbes  generations — Steve  (left), 
founder  B.C.  (portrait)  and  Malcolm 

"The  Japanese  government  is  running 
a  deficit  that  dwarfs  that  of  Uncle 
Sam.  Last  year  Japan's  deficit  was  a 
full  third  of  its  budget.  The  U.S.,  by 
contrast,  posted  a  budget  deficit  in 
fiscal  1979  of  $28  billion— roughly 
5%  of  the  budget." 
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It  is  right  it  should  be  so; 
Man  was  made  for  joy  and  woe; 
And  when  this  we  rightly  know 
Through  the  world  we  safely  go. 
William  Blake 


God  will  forgive  me,  its 
his  line  of  business. 
Anonymous  poet 


There  are  always  some  areas 
world  history  does  not 
reach,  zones  of  silence  and 
undisturbed  ignorance. 
Fernand  Braudel 


It's  a  slow  burg — I  spent  a 
couple  of  weeks  there  one  day. 
American  folk  saying 


There  are  those  who  so 
dislike  the  nude  that 
they  find  something  indecent 
in  the  naked  truth. 
Francis  H.  Bradley 


Most  politicians  have  no 
politics.  They  are  made  entirely 
by  the  circumstances  of  their 
career.  Lincoln  kept  clear  in 
his  mind  from  first  to  last  his 
pure  theory  of  politics.  He 
never  compromised  by  an  inch 
in  the  statement  of  his 
principles,  even  when  he 
had  to  compromise  in  the 
application  of  them. 
G.K.  Chesterton 


He  should  be  the  owner  of  the 
land  who  rubs  it  between  his 
hands  every  spring. 
Russian  peasant  saying 


Why  did  the  children  put  beans 
in  their  ears  when  the  one 
thing  we  told  the  children 
they  must  not  do  was  put  beans 
in  their  ears? 
Carl  Sandburg 


Wisdom  outweighs  any  wealth. 
Sophocles 


Thoughts 

on  the  Business  of  Life 


HOW  TO  SUCCEED 
Try  Ixird  enough. 

HOW  TO  TAIL 
Try  too  hcini 

If  you  say  what  you  think, 
doti  t  expect  to  hear  only 
what  you  like. 

Do  you  k'uoiv  any  Belief 
or  Taith  with  folloirers 
tlxit  doesn't  start  with 
the  Golden  Rulei' 
Malcolm  Forbes 


Different  people  have 
different  duties  assigned 
them  by  Nature;  Nature  has 
given  one  the  power  or  the 
desire  to  do  this,  the  other 
that.  Each  bird  must  sing 
with  his  own  throat. 
Henrik  Ibsen 


The  opinions  of  men  are  not 
the  object  of  civil  government, 
nor  under  its  jurisdiction. 
Thomas  Jepferson 


Anxiety  is  love's  greatest 
killer.  It  makes  one  feel  as 
you  might  when  a  drowning  man 
holds  on  to  you.  You  want  to 
save  him,  but  you  know  he 
will  strangle  you  in  his  panic. 
Anais  Nin 


It  is  as  hard  to  tell  the 
truth  as  to  hide  it. 
Baltasar  Gracian 

Moie  than  9,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  three- 
volume  boxed  set  at  $49.50  ($19.50  per  vol- 
ume  if  purchased  separately).  Also  avail- 
able, a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $19.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


When  I  am  in  the  country, 
I  wish  to  vegetate  like 
the  country. 
William  Hazlitt 


In  the  city,  time  becomes  visible. 
Lewis  Mumford 


Under  government  ownership 
corruption  can  flourish 
just  as  rankly  as  under 
private  ownership. 
Theodore  Roosevelt 


May  you  be  a  mail  carrier  and 
have  sore  feet. 
Spanish  gypsy  curse 


A  Text . . . 

The  secret  things  belong 
to  the  Lord  our  God: 
but  those  things  which 
are  revealed  belong  unto 
us  and  to  our  children 
forever,  that  we  may  do 
all  the  words  of  this  law. 
Deuteronomy  29:29     ' 


Sent  in  by  John  W.  Larsen,  Los  Angeles, 
Calif.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to  senders  of 
texts  used. 


Every  great  advance  in 
natural  knowledge  has 
involved  the  absolute 
rejection  of  authority. 
Thomas  Huxley 


It  is  more  important  that 
a  proposition  be  interesting 
than  that  it  be  true. 
Alfred  North  Whitehead 
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If  I  am  a  gentleman  and  you 
are  a  gentleman,  who  will 
milk  the  cow? 
Irish  folk  saying 
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